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Independent Auditors’ Report

Board of Directors
Washington County - Johnson City Emergency Medical Services, Inc.
Johnson City, Tennessee

Report on the Financial Statements

We have audited the accompanying financial statements of Washington County - Johnson City Emergency Medical
Services, Inc., (the “Company”), as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which collectively comprise the Company’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are
free from material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards issued by the Comptroller General of the
United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
the auditor considers internal control relevant to the Company’s preparation and fair presentation of the financial
statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Company, as of June 30, 2014, and the respective changes in financial position, and, where
applicable, cash flows thereof for the year then ended in accordance with accounting principles generally accepted in
the United States of America.
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Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, schedule of funding progress for defined benefit pension plan, and schedule of funding progress for
other postemployment employee benefits as listed in the table of contents be presented to supplement the basic
financial statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses to our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited
procedures do not provide us with sufficient evidence to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the Company’s basic financial statements. The
supplementary information is presented for purposes of additional analysis and is not a required part of the basic
financial statements.

The supplementary information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. Such informations has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the supplementary information is fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 23, 2015, on our
consideration of the Company’s internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that report
is to describe the scope of our testing of internal control over financial reporting and compliance and the results of
that testing, and not to provide an opinion on internal control over financial reporting or on compliance. That report
is an integral part of an audit performed in accordance with Government Auditing Standards in considering the
Company’s internal control over financial reporting and compliance.

?&% Wem 3 G, PrLe

Greeneville, Tennessee
February 23, 2015
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Washington County Johnson City Emergency Medical Service Inc.
Management’s Discussion and Analysis (Unaudited)
Year Ended June 30, 2014

This section of the Washington County - Johnson City Emergency Medical Services, Inc. (the “Company”) financial report
presents an overview and analysis of the Company’s financial performance for the fiscal year ended June 30, 2014. Please
read it in conjunction with the financial statements which follow this section.

Financial Highlights

e The assets of the Company exceeded its liabilities by $1.59 million (net position). Of this amount, $.63 million may
be used to meet the Company’s ongoing obligations.

e The Company’s net position decreased by $809,590 from the prior fiscal year.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Company’s financial statements. The basic
financial statements consist of two parts: (1) financial statements and (2) notes to the financial statements.

Financial statements The financial statements are designed to provide readers with a broad overview of the Company’s
finances in a manner similar to a private-sector business. The Company is reported as a business-type activity.

The statement of net position presents information on all of the Company’s assets and liabilities, with the difference between
the two reported as net position. Over time, increases or decreases in net position may serve as a useful indicator of whether
the financial position of the Company is improving or deteriorating.

The statement of revenues, expenses, and changes in net position presents information showing how the Company’s net
position changed during the most recent fiscal year. All current year revenues and expenses are taken into account regardless
of when cash is received or paid.

Notes to the financial statements The financial statements also include notes that explain some of the information in the
financial statements and provide more detailed data. The additional information contained in these notes is essential to a full
understanding of the information provided in the financial statements.

Financial Analysis of the Washington County - Johnson City Emergency Medical Service Inc.

Net position may serve over time as a useful indicator of a company’s financial position. In the case of the Company, assets
exceeded liabilities by $1.59 million at the close of the most recent year. We feel net position decreased from the previous
year due to a decline in call volume as well as in reimbursement rates. Management feels this can be attributed to the
struggling economy as well as the multiple cuts in governmental health care reimbursement rates. We anticipate the trend in
call volume to soon stabilize in the upcoming years. The management staff also feels that we can make improvements in
collections by utilizing an outside billing company beginning in the next fiscal year. We understand that we may not have
the adequate number of billing staff to effectively collect all funds due from insurance denials.



Washington County Johnson City Emergency Medical Service Inc.
Management’s Discussion and Analysis (Unaudited) (Continued)

CONDENSED COMPARATIVE STATEMENTS OF NET POSITION

As of June 30, As of June 30, Increase
2014 2013 (Decrease)
Assets
Current Assets $ 2,429,048 $ 2,954454 $ (525,406)
Capital Assets, net 2,583,647 2,757,654 (174,007)
Other Assets 537,309 517,481 19,828
Total Assets $ 5,550,004 $ 6,229,589 $ (679,585)
Liabilities & Net Position
Liabilities
Current Liabilities $ 855,193 $ 839,961 $ 15,232
Long Term Liabilities 3,105,613 2,205,346 900,267
Net Position 1,589,198 3,184,282 (1,595,084)
Total Liabilities & Net Position $ 5550,004 $ 6,229589 $  (679,585)

The Company’s net position decreased by $809,590 during the fiscal year. The following is a summary of financial activities
for the Company during the fiscal year ended June 30, 2014:

CONDENSED COMPARATIVE STATEMENT OF REVENUES,
EXPENSES AND CHANGES IN NET POSITION

Increase
June 30, 2014  June 30, 2013 (Decrease)

Operating Revenues

Patient Charges, Net $ 6473528 $ 6,815931 $  (342,403)
Contributions 35,817 42,575 (6,758)
Miscellaneous 51,260 41,729 9,531

Total Operating Revenues 6,560,605 6,900,235 (339,630)




Washington County Johnson City Emergency Medical Service Inc.
Management’s Discussion and Analysis (Unaudited) (Continued)

CONDENSED COMPARATIVE STATEMENT OF REVENUES,

EXPENSES AND CHANGES IN NET POSITION (Continued)

Operating Expenses
Salaries and wages
Employee benefits
Depreciation

Insurance

Payroll taxes
Maintenance and repairs
Fuel

Supplies

Utilities and telephone
Equipment

Other postemployment benefits
VA Fees
Communications

Other

Total Operating Expense

Operating Loss

Non-Operating Revenues (Expenses)

Appropriations

Other postemployment benefits
Interest Income

Other

Interest Expense

Total non-operating revenues (expenses)

Change in net position

Net position at the beginning of the year, restated

Net position at the end of the year

5,453,613 5,317,592 136,021
1,493,311 1,461,200 32,111
531,450 558,577 (27,127)
357,363 414,436 (57,073)
386,965 386,549 416
319,837 305,742 14,095
269,506 258,638 10,868
173,422 180,158 (6,736)
130,195 131,558 (1,363)
104,270 95,531 8,739
69,573 75,201 (5,628)
40,810 60,155 (19,345)
42,883 43,505 (622)
155,163 141,568 13,595
9,528,361 9,430,410 97,951
(2,967,756)  (2,530,175) (437,581)
2,133,797 2,038,767 95,030

- 808,595 (808,595)

27,927 22,957 4,970
50,128 2,409 47,719
(53,686) (51,807) (1,879)
2,158,166 2,820,921 (662,755)
(809,590) 290,746 (1,100,336)
2,398,788 2,893,536 (494,748)
$ 1589198 $ 3184282 $ (1,595,084)




Washington County Johnson City Emergency Medical Service Inc.
Management’s Discussion and Analysis (Unaudited) (Continued)

Capital Assets

At the end of this year, the Company had $2.58 million (net of accumulated depreciation) invested in capital assets. This
investment includes land, buildings and improvements, vehicles, equipment, and other capital assets such as fixtures. The
following table shows the investment in capital assets for the current and previous fiscal year.

CONDENSED COMPARTIVE STATEMESNT OF CAPITAL ASSETS

Increase
June 30, 2014 June 30, 2013 (Decrease)

Land $ 409250 $ 409,250 $ -
Buildings and improvements 1,705,677 1,694,184 11,493
Equipment, VVehicles and other 5,278,841 5,255,988 22,853
Less: Accumulated depreciation (4,810,121) (4,601,768) (208,353)

Total Capital Assets $ 2583647 $ 2,757,654 $  (174,007)

Debt

At the end of the current fiscal year, the Company had 1.3 million in long-term debt outstanding, an increase of $40,250 from
prior year, or 3.8% over the prior year.

OUTSTANDING DEBT
Increase

June 30, 2014 June 30, 2013 (Decrease)

Notes payable to banks $ 1,348,045 $ 1,307,795 $ 40,250

Requests for Information

This financial report is designed to provide a general overview of the Company’s finances for all those with an interest in the
Company’s finances. Questions concerning any of the information provided in this report or requests for additional
information should be addressed to the 296 Wesley Street, Johnson City TN 37601.



WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Statement of Net Position
June 30, 2014

ASSETS
Current Assets
Cash and cash equivalents $ 674,740
Accounts receivable, net 1,639,439
Prepaid expenses 99,501
Other accounts receivable 15,368
Total current assets $

Capital Assets

Land 409,250
Buildings and improvements 1,705,677
Office furniture and software 158,695
Vehicles 3,428,581
Equipment 1,691,565
Less: accumulated depreciation (4,810,121)

Total capital assets, net

Other Assets
Certificates of deposit 328,357
Investments held in trust 208,952

Total other assets

TOTAL ASSETS $

LIABILITIES
Current Liabilities
Accounts payable $ 148,622
Accrued expenses 421,140
Notes payable - current 285,431

Total current liabilities $

Long-Term Liabilities
Accrued other postemployment employee benefits 2,042,999
Notes payable - long-term 1,062,614

Total long-term liabilities

Total liabilities

NET POSITION
Net investment in capital assets 1,235,602

Restricted for:
Estate of Louise Smith 81,951
Endowed investments 208,952
Unrestricted 62,693

Total net position

TOTAL LIABILITIES AND NET POSITION $

See accompanying notes to financial statements.

2,429,048

2,583,647

537,309

5,550,004

855,193

3,105,613

3,960,806

1,589,198

5,550,004



WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Statement of Revenues, Expenses and Changes in Net Position
Year Ended June 30, 2014

Operating Revenues

Charges for patient service, net $ 6,473,528
Contributions 35,817
Miscellaneous 51,260
Total operating revenues $ 6,560,605
Operating Expenses
Salaries and wages 5,453,613
Employee benefits 1,493,311
Depreciation 531,450
Payroll taxes 386,965
Insurance 357,363
Maintenance and repairs 319,837
Fuel 269,506
Supplies 173,422
Utilities 130,195
Equipment 104,270
Other postemployment benefits 69,573
Communications 42,883
VA fee 40,810
Uniforms 27,343
Training 20,346
Professional fees 18,740
Travel 18,280
Health and safety 15,429
Postage 13,815
Licenses and permits 12,643
Collection fees 11,886
Public relations 10,410
Miscellaneous 6,271
Total operating expenses 9,528,361
Operating loss (2,967,756)
Non-Operating Revenues (Expenses)
Appropriations 2,133,797
Interest income 27,927
Gain on sale of capital asset 50,128
Interest expense (53,686)
Total non-operating revenues, net 2,158,166
Decrease in net position (809,590)
Net position at the beginning of the year, restated 2,398,788
Net position at the end of the year $ 1,589,198

See accompanying notes to financial statements.



WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Statement of Cash Flows
Year Ended June 30, 2014

Cash Flows From Operating Activities

Cash received from customers $ 6,682,506
Cash received from contributors 35,817
Cash paid to employees (6,946,924)
Cash paid to suppliers (2,022,567)
Net cash flows from operating activities $ (2,251,168)

Cash Flows from Non-Capital Financing Activities

Cash received from appropriations 2,133,797

Cash Flows From Capital And Related Financing Activities

Purchases of capital assets (357,443)
Proceeds from sale of capital assets 50,128
Interest expense (53,686)
Proceeds from note payable 516,000
Repayments of principal (475,750)
Net cash flows from capital and related financing activities (320,751)

Cash Flows From Investing Activities

Interest received 7,820
Net cash flows from investing activities 7,820
Net change in cash and cash equivalents (430,302)
Cash and cash equivalents at the beginning of the year 1,105,042
Cash and cash equivalents at the end of the year $ 674,740

See accompanying notes to financial statements. 10



WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Statement of Cash Flows (Continued)

Reconciliation of Operating Loss to Net Cash Flows From Operating Activities

Operating loss $ (2,967,756)
Adjustments to reconcile operating loss to net cash flows from operating activities
Other Post Employement Benefits 69,573
Depreciation 531,450

Changes in operating assets and liabilities
(Increase) decrease in assets:

Accounts receivable 160,531
Prepaid expenses (62,335)
Other accounts receivable (2,813)
Decrease in liabilities
Accounts payable 15,212
Accrued expenses 4,970
Net cash flows from operating activities $

See accompanying notes to financial statements.

(2,251,168)

11



WASHINGTON COUNTY -JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements
June 30, 2014

NOTE 1 - REPORTING ENTITY

Washington County - Johnson City Emergency Medical Services, Inc. (the “Company”) is a joint venture of Washington
County, Tennessee and the City of Johnson City, Tennessee, and was created to provide excellence in emergency medical
and rescue services to all citizens of Washington County and the citizens of Johnson City living within the city limits, and
to provide the highest level of care available. The financial statements of the Company also include the volunteer service
activities of the Washington County Rescue Services.

These financial statements present only the Company and are not intended to present fairly the financial position of
Washington County, Tennessee or Johnson City, Tennessee and the results of its operations in conformity with accounting
principles generally accepted in the United States of America.

The Board Members are solely responsible for the governance of the Company. Economic resources received by the
company are entirely for the direct benefit of the Company and no other entity is entitled to or has the ability to otherwise
access any of the economic resources received or held by the Company.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Presentation - The accounts of the Company are an enterprise fund. An enterprise fund is a proprietary type fund
used to account for operations 1) that are financed and operated in a manner similar to private business enterprises - where
the intent of the governing body is that the costs (expenses, including depreciation) of providing goods or services to the
general public on a continuing basis be financed or recovered primarily through user charges; or 2) where the governing
body has decided that periodic determination of revenues earned, expenses incurred, and/or net income is appropriate for
capital maintenance, public policy, management control, accountability, or other purposes. The Company has implemented
Governmental Accounting Standards Board Statement No. 62, “Codification of Accounting and Financial Reporting
Guidance contained in Pre-November 30, 1989 FASB and AICPA pronouncements.”

Measurement Focus, Basis of Accounting, and Financial Statement Presentation - Measurement Focus is a term used
to describe “which” transactions are recorded within the various financial statements. Basis of accounting refers to “when”
transactions are recorded regardless of the measurement focus applied.

The accompanying financial statements are reported using the “economic resources management focus,” and the “accrual
basis of accounting.” Revenues are recorded when earned and expenses are recorded when a liability is incurred, regardless
of the timing of related cash flows.

Cash and Cash Equivalents - The Company considers all highly liquid investments with original maturities of three
months or less to be cash equivalents.

Capital Assets - The Company defines capital assets as assets with an initial cost of more than $5,000 and an estimated
useful life greater than one year. Capital assets are recorded at historical cost, or in the case of contributed assets, at fair
value at the time of the gift. Depreciation is computed using straight-line method over the estimated useful lives, ranging
from 3-40 years.

Estimates - The preparation of financial statements in conformity with accounting principles generally accepted in the
United States of America requires management to make estimates and assumptions that affect certain reported amounts and
disclosures. Accordingly, actual results could differ from those estimates.

Compensated Absences - The cost of vacation pay is recognized as earned by employees. Employees earn one week of
vacation at the end of the first year of employment, two weeks after two years of employment and an additional day for
each year after ten years for a total of three weeks after 15 years. Terminated employees are not eligible to receive
compensation for vacation accrued during the first year of employment.

12



WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Revenues and Expenses - The Company distinguishes operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services in connection with ongoing operations. All
revenues and expenses not meeting this definition are reported as non-operating revenues and expenses. When an expense
is incurred for purposes for which both restricted and unrestricted net assets are available, restricted net assets are applied
first.

Charges for Patient Services - Charges attributed to patient services are reported at the estimated net realizable value.
Amounts include charges to patients, third-party payors, and others for services rendered. Revenue under third-party payor
agreements is subject to retroactive and audit adjustments. Provisions for third-party payor settlement estimates are
provided in the period in which the related services are rendered. Differences arising between the estimated accrued
amounts and the interim and final settlements are reported in operations in the year the settlement takes place.

New Accounting Pronouncements - GASB 68, Accounting and Financial Reporting for Pensions. Statement No. 68
supersedes existing guidance on financial reporting for defined pension plans found in Statement No. 27, Accounting for
Pensions by State and Local Governmental Employers, and Statement No. 50, Pension Disclosures. The Statement affects
accounting and financial reporting of pensions by state and local governments, and establishes new accounting and
financial reporting requirements for governments that provide their employees with pensions.

GASB Statement No. 71, Pension Transition for Contributions made Subsequent to the Measurement Date - an
amendment of GASB Statement No. 68. The objective of this statement is to clarify accounting and financial reporting for
pensions. This statement requires governments to recognize a beginning deferred outflow of resources for pension
contributions made subsequent to the measurement date of the beginning net pension liability calculated under Statement
No.68.

Statements No. 68 and 71 are effective for periods beginning after June 15, 2014. The Company has not elected early
implementation of these standards and has not completed the process of evaluating the impact of these statements on its
financial statements.

Date of Management’s Review - Management has evaluated events and transactions occurring subsequent to the
statement of net position date of June 30, 2014 for items that should potentially be recognized or disclosed in these
financial statements. The evaluation was conducted through February 23, 2015, the date these financial statements were
available to be issued.

NOTE 3 - CASH AND INVESTMENTS

State statutes require that all deposits with financial institutions must be collateralized by securities whose market value is
equal to 105% of the deposits, less amounts insured by federal deposit insurance. The collateral must be held by the
Company, its agent, or by the Federal Reserve, in the Company’s name.

Statutes also authorize the Company to invest in bonds, notes, or treasury bills of the United States or any of its agencies,
certificates of deposit at Tennessee state chartered banks and savings and loan associations and federally chartered banks
and savings and loan associations, repurchase agreements utilizing obligations of the United States or its agencies as the
underlying securities, state pool investment funds, and money market mutual funds.

Statutes require that securities underlying repurchase agreements must have a market value at least equal to the amount of
funds invested in the repurchase transaction.

Custodial credit risk is the risk that in the event of the failure of a depository financial institution, the Company’s deposits
may not be returned or the Company will not be able to recover the value of its deposits that are in the possession of
another party. The Company’s deposits at June 30, 2014 consisted of cash and certificates of deposit at a local financial
institution. Substantially all of the deposits were covered by federal depository insurance / national credit union association
insurance, and covered by the banks participation in the bank collateral pool.

13



WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 3 - CASH AND INVESTMENTS (Continued)
Management does not feel there is significant credit risk.

A summary of the carrying amount of these deposits at June 30, 2014 is as follows:

Interest bearing $ 973,405
Non-interest bearing 29,442
Petty cash 250

$ 1003097

NOTE 4 - INVESTMENTS HELD IN TRUST
The Company is a beneficiary of an endowment trust held with Suntrust Bank. The Company’s percentage of the value is
25% and is valued as of June 30, 2014 at $208,952 and is reported as restricted. The investments consist of various stocks,
bonds and other investments and are valued at market value which approximates fair value.

NOTE 5 - ACCOUNTS RECEIVABLE
The accounts receivable balance consists of amounts due from Medicare, Medicaid, private pay patients, contracts and
third party insurance. At June 30, 2014, the balance was $3,532,164. The amount of the allowance for doubtful accounts
has been estimated based on historical data at $1,892,725 for net receivables of $1,639,439.

NOTE 6 - CAPITAL ASSETS

Capital asset activity for the year ended June 30, 2014, was as follows:

Balance Balance
Beginning Additions  Reductions Ending

Capital assets, not being depreciated:

Land $ 409,250 $ - $ - $ 409,250
Capital assets, being depreciated:
Buildings 1,629,446 - - 1,629,446
Leasehold improvements 64,738 11,493 - 76,231
Furniture & fixtures 11,017 - - 11,017
Vehicles 3,492,568 246,349 (310,336) 3,428,581
Equipment 1,604,725 99,601 (12,761) 1,691,565
Software 147,678 - - 147,678
Total capital assets, being depreciated 6,950,172 357,443 (323,097) 6,984,518
Less accumulated depreciation (4,601,768) (531,450) 323,097 (4,810,121)
Total capital assets, being depreciated, net 2,348,404 (174,007) - 2,174,397
Total capital assets, net $ 2,757,654 $ (174,007) $ - $ 2,583,647

Depreciation expense charged during the year was $531,450.

14



WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 7 - LONG-TERM DEBT
Long-term debt consisted of the following at June 30, 2014:

Note payable, 4.05% interest rate, due in monthly payments of $5,683, through March 2026,
secured by building. $ 639,844

Note payable, 3.55% interest rate, due in monthly payments of $2,880, through December 2021
with a balloon payment of unpaid balance due at end of note, secured by building. 327,860

Note payable, 2.49% interest rate, due in monthly payments of $20,274, through December 2014,

secured by equipment. 118,615
Note payable, 2.55% interest rate, due in monthly payments of $8,469, through February 2017,

secured by equipment. 261,726

1,348,045

Less amounts due within one year (285,431)

Long-term debt $ 1,062,614

Detail of long-term debt activity:

Beginning Ending Due within
Description Balance Additions Reductions Balance One year

Wesley $ 681450 $ - $ (41606) $ 639,844 $ 43,281
Note 1019 83,374 - (83,374) - -
Note 10008 96,797 - (96,797) - -
Note 6588 96,686 - (96,686) - -
Note 0449 - 240,000 (121,385) 118,615 118,615
Note 0515 - 276,000 (14,274) 261,726 96,070
Wesley 5256 349,488 - (21,628) 327,860 27,465

Total $ 1,307,795 $ 516,000 $ (475,750) $ 1,348,045 $ 285431

Maturities of long-term debt are as follows:

Bank Notes
Year Ending 0449 0515 Wesley
June 30 Principal Interest Principal Interest Principal Interest
2015 $ 118,615 $ 894 $ 96,070 $ 5556 $ 43281 $ 25,094
2016 - - 98,549 3,078 44,886 23,315
2017 - - 67,107 9,277 46,738 21,463
2018 - - - - 48,666 19,535
2019 - - - - 50,674 17,527
2020-2024 - - - - 286,513 54,490
2025-2026 - - - - 119,086 4,595
Total $ 118615 $ 894 $ 261,726 $ 17911 $ 639,844 $ 166,019
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 7 - LONG-TERM DEBT (Continued)

Year Ending Wesley 5256 Total
June 30 Principal Interest Principal Interest
2015 $ 27465 $ 11231 $ 285431 $ 42,775
2016 24,167 10,389 167,602 36,782
2017 25,039 9,517 138,884 40,257
2018 25,942 8,613 74,608 28,148
2019 26,878 7,677 77,552 25,204
2020-2024 198,369 14,481 484,882 68,971
2025-2026 - - 119,086 4,595
Total $ 327,860 $ 61,908 $ 1,348,045 $ 246,732

NOTE 8 - ECONOMIC DEPENDENCY

The Company is significantly dependent on Washington County, Tennessee. For the year ended June 30, 2014 revenue
received from the County totaled $1,528,802 which represents 17% of total revenue.

NOTE 9 - WASHINGTON COUNTY RESCUE SERVICES

The financial statements of the Company include the volunteer service activities of Washington County Rescue Services.
The condensed financial information for Washington County Rescue Services as of June 30, 2014 is presented below.

ASSETS
Current assets
Capital assets, net

Total assets

LIABILITIES
Current liabilities
Long-Term liabilities

Total liabilities

NET POSITION
Net investment in capital assets
Unrestricted net position

Total net position

Condensed Statement of Net Position

44,196

43,465
87,661

7,200

32,692

39,892

3,573

44,196
47,769
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 9 - WASHINGTON COUNTY RESCUE SERVICES (Continued)

Condensed Statement of Revenues, Expenses and Changes in Net Position

Operating revenues $ 28,549
Depreciation 725
Other operating expenses 18,395
Total operating expenses 19,120
Operating income 9,429

Non-Operating Income (Expense)

Interest income 11
Other (3,435)
Total non-operating expense (3,424)
Change in net position 6,005
Net Position at the beginning of the year 41,764
Net Position at the end of the year $ 47,769

NOTE 10 - PENSION PLAN FUNDS

Plan Description - Employees of the Company are members of the Political Subdivision Pension Plan (“PSPP”), an agent
multiple-employer defined benefit pension plan administered by the Tennessee Consolidated Retirement System (TCRS).
TCRS provides retirement benefits as well as death and disability benefits. Benefits are determined by a formula using the
member’s high five-year average salary and years of service. Members become eligible to retire at the age of 60 with five
years of service or at any age with 30 years of service. A reduced retirement benefit is available to vested members at the
age of 55. Disability benefits are available to active members with five years of service who become disabled and cannot
engage in gainful employment. There is no service requirement for disability that is the result of an accident or injury
occurring while the member was in the performance of duty. Members joining the system after July 1, 1979 become vested
after five years of service and members joining prior to July 1, 1979 were vested after four years of service. Benefit
provisions are established in state statute found in Title 8, Chapter 34-37 of the Tennessee Code Annotated (“TCA”). State
statutes are amended by the Tennessee General Assembly. Political subdivisions such as the Company participate in the
TCRS as individual entities and are liable for all costs associated with the operation and administration of their plan.
Benefit improvements are not applicable to a political subdivision unless approved by the chief governing body.

The TCRS issues a publicly available financial report that includes financial statements and required supplementary
information for the PSPP. That report may be obtained by writing to the Tennessee Treasury Department, Consolidated
Retirement System, 10"™ Floor Andrew Jackson Building, Nashville, TN 37243-0230 or can be accessed at
http://www.tn.gov/treasury/tcrs/PS/.

Funding Policy - The Company has adopted a non-contributory retirement plan for its employees by assuming employee
contributions up to 5.0 percent of annual covered payroll.

The Company is required to contribute at an actuarially determined rate; the rate for the fiscal year ending June 30, 2014

was 8.43% of annual covered payroll. The contribution requirement of plan members is set by state statute. The
contribution requirement for the Company is established and may be amended by the TCRS Board of Trustees.
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 10 - PENSION PLAN FUNDS (Continued)

Annual Pension Cost - For the year ending June 30, 2014, the Company’s annual pension cost of $434,649 to TCRS was
equal to the Company’s required and actual contributions. The required contribution was determined as part of the July 1,
2011 actuarial valuation using the frozen entry age actuarial cost method. Significant actuarial assumptions used in the
valuation include (a) rate of return on investment of present and future assets of 7.5 percent a year compounded annually,
(b) projected 3.0 percent annual rate of inflation, (c) projected salary increases of 4.75 percent (graded) annual rate (no
explicit assumption is made regarding the portion attributable to the effects of inflation on salaries), (d) projected 3.5
percent annual increase in the Social Security wage base, and (e) projected post retirement increases of 2.5 percent
annually. The actuarial value of assets was determined using techniques that smooth the effect of short-term volatility in
the market value of total investments over a ten-year period. The Company’s unfunded actuarial accrued liability is being
amortized as a level dollar amount on a closed basis. The remaining amortization period at July 1, 2011 was 6 years. An
actuarial valuation was performed as of July 1, 2011, which established contribution rates effective July 1, 2012.

Trend Information

Fiscal Year Annual Pension Percentage of APC Net Pension
Ending Cost (APC) Contributed Obligation
6/30/14 $ 434,649 100.00% $0.00
6/30/13 $ 418,247 100.00% $0.00
6/30/12 $ 499,748 100.00% $0.00

Funded Status and Funding Progress - As of July 1, 2013, the most recent actuarial valuation date, the plan was 89.89%
percent funded. The actuarial accrued liability for benefits was $12.44 million, and the actuarial value of assets was $11.19
million, resulting in an unfunded actuarial accrued liability (“UAAL”) of $1.26 million. The covered payroll (annual
payroll of active employees covered by the plan) was $4.81 million, and the ratio of the UAAL to the covered payroll was
26.16 percent.

The schedules of funding progress, presented as required supplementary information (“RSI”) following the notes to the
financial statements, present multiyear trend information about whether the actuarial values of plan assets are increasing or
decreasing over time relative to the AALSs for benefits.

NOTE 11 - OTHER POSTEMPLOYMENT BENEFIT PLANS

Plan Description - Other postemployment benefits (“OPEB”) includes postemployment benefits other than pension,
which, for the Company, is presently comprised of post-employment health care benefits and life insurance. GASB
requires the recognition of the accrued OPEB liability for the respective year, plus the disclosure of the total unfunded
liability.

The Company maintains a cost-sharing single employer defined benefit postemployment health care plan, which includes
health care, prescription drugs, vision, dental, and life insurance coverage. Eligible employees include all those who retire
and are eligible for pension benefits through the Tennessee Consolidated Retirement System. Members become eligible to
retire at the age of 60 with five years of service or at any age with 25 years of service. Additionally, the last ten years of
employment must be with the Company in order to be eligible to participate as a retiree. Dependents of eligible employees
may continue coverage until they are eligible for Medicare or upon the death of the retiree, whichever occurs first.

Eligible retiree’s coverage will be a continuation of the coverage provided them as an active employee until the retiree is
eligible for Medicare. Once eligible for Medicare, the retiree will be moved to a Medicare supplement plan and will be
reimbursed up to the cost contributed by the Company for an active employee. Currently, there are 113 active members and
6 retired members receiving benefits.

Funding Policy - Funding for the Company is shared by the Company and the employees. Retiree and employee
contributions for the year ended June 30, 2014 were $27,793.
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 11 - OTHER POSTEMPLOYMENT BENEFIT PLANS (Continued)

Annual OPEB Cost and Net OPEB Obligation - The Company’s annual OPEB cost is calculated based on the annual
required contribution of the employer (“ARC”), an amount actuarially determined in accordance with the parameters of
GASB standards. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to cover the normal
cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a period not to exceed thirty years.

The following table shows the components of the Company’s annual OPEB cost for the year, the amount actually
contributed to the plan, and changes in the Company’s net OPEB obligation.

Annual OPEB Cost and Net OPEB Obligation

ARC $ 38,163
Accrued liability 59,203
Annual OPEB cost 97,366
Amount of contribution (27,793)

Increase in NPO 69,573
Net OPEB obligation - beginning of year, restated 1,973,426
Net OPEB obligation - end of year $ 2,042,999

NOTE 12 - OPERATING LEASES

The Company has several non-cancelable operating leases for office equipment which expire at various dates through April
2018. Rental expenses for those leases totaled $4,152 for the year ended June 30, 2014.

Future minimum lease payments under operating leases as of June 30, 2014 are as follows:

Years ending June 30:

2015 $ 3,540
2016 1,380
2017 1,380
2018 460

$ 6,760

NOTE 13 - RISK MANAGEMENT

The Company is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors and
omissions; injuries to employees; and natural disasters. The Company’s risks of loss are covered by its commercial
package insurance policies. Settled claims resulting from these risks have not exceeded commercial insurance coverage in
any of the past three years.

NOTE 14 - CONCENTRATIONS OF CREDIT RISK
Financial instruments which potentially subject the Company to concentrations of credit risk consist primarily of accounts

receivable. Account monitoring procedures are utilized to minimize the risk of loss. Management does not believe
significant credit risk exists at June 30, 2014.
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Notes to Financial Statements (Continued)

NOTE 15 - PRIOR PERIOD ADJUSTMENT

In prior year, a change in an estimate was recorded for the other post employment benefit liability that increased net
position by $785,494. In 2014, the actuarial report changed the estimated liability to what was originally recorded in 2013
before the change in estimate was recorded. A prior period adjustment to reverse the change in estimate was recorded in

current year to decrease net position by $785,494.
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.

Schedule of Funding Progress for Defined Benefit Pension Plan (Unaudited)

Year Ended June 30, 2014

(Dollar amounts in thousands)

(@) (b) (b)-(a) (a/b) (© ((b-a)/c)

Actuarial UAAL as a

Actuarial Actuarial Accrued Unfunded Percentage

Valuation Value of Liability AAL Funded Covered of Covered
Date Plan Assets (AAL) (UAAL) Ratio Payroll Payroll
July 1, 2013 $ 11,186 $ 12,444  $ 1,258 89.89% $ 4,810 26.16%
July 1, 2011 $ 9,515 $ 9,515 $ - 100.00% $ 4,825 0.00%
July 1, 2009 $ 6,613 $ 6,937 $ 324 95.33% $ 4,445 7.29%

See accompanying independent auditors’ report.
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Schedule of Funding Progress for Other Postemployment Employee Benefits (Unaudited)
Year Ended June 30, 2014

Actuarial
Accrued UAAL as a
Actuarial Liability (AAL) Unfunded Percentage
Actuarial Value of Projected AAL Funded Covered of Covered
Valuation Plan Assets Unit Credit (UAAL) Ratio Payroll Payroll
Date (@) (b) (b-a) (a/b) (©) ((b-a)/c)
July 1,2014  $ - $ 2042999 $ 2,042,999 0% $ 5,015,755 41%
July 1, 2012 $ - $ 1187932 $ 1,187,932 0% $ 4,975,116 24%
July1,2010 % - $ 5378186 $ 5,378,186 0% $ 4,176,857 129%

See accompanying independent auditors’ report. 22
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WASHINGTON COUNTY - JOHNSON CITY EMERGENCY MEDICAL SERVICES, INC.
Schedule of Revenues, Expenses and Changes in Net Position - Budget and Actual
Year Ended June 30, 2014

Variances
with Budget
Favorable

Budget Actual (Unfavorable)

Operating Revenues
Charges for patient service, net $ 7572,284 $ 6,473,528 $ (1,098,756)
Contributions 26,880 35,817 8,937
Miscellaneous 87,870 51,260 (36,610)
Total operating revenues 7,687,034 6,560,605 (1,126,429)

Operating Expenses
Salaries and wages 5,480,339 5,453,613 26,726
Employee benefits 1,598,829 1,493,311 105,518
Depreciation 554,000 531,450 22,550
Payroll taxes 402,805 386,965 15,840
Insurance 330,825 357,363 (26,538)
Maintenance and repairs 319,596 319,837 (241)
Fuel 275,818 269,506 6,312
Supplies 176,656 173,422 3,234
Utilities 133,300 130,195 3,105
Equipment 126,456 104,270 22,186
Other postemployment benefits - 69,573 (69,573)
Communications 44,651 42,883 1,768
VA fee 48,000 40,810 7,190
Uniforms 27,873 27,343 530
Training 28,446 20,346 8,100
Professional fees 28,900 18,740 10,160
Travel 16,303 18,280 (1,977)
Health and safety 17,500 15,429 2,071
Postage 15,200 13,815 1,385
Licenses and permits 13,450 12,643 807
Collection fees 12,000 11,886 114
Public relations 11,500 10,410 1,090
Miscellaneous 11,715 6,271 5,444
Total operating expenses 9,674,162 9,528,361 145,801
Operating loss (1,987,128) (2,967,756) (980,628)

Non-operating Revenues (Expenses)

Appropriation 2,040,267 2,133,797 93,530
Interest income 6,510 27,927 21,417
Gain on sale of capital asset - 50,128 50,128
Interest expense (59,649) (53,686) 5,963
Total non-operating revenues, net 1,987,128 2,158,166 171,038
Decrease in net position $ - $ (809,590) $ (809,590)

See accompanying independent auditors’ report. 23
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Independent Auditors’ Report on Internal Control over Financial Reporting and On Compliance
and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

Washington County - Johnson City Emergency Medical Services, Inc.
Johnson City, Tennessee

We have audited, in accordance with the auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller
General of the United States, the financial statements of Washington County - Johnson City Emergency Medical
Services, Inc. (the “Company™), as of and for the year ended June 30, 2014, and the related notes to the financial
statements, which comprise the Company’s basic financial statements, and have issued our report thereon dated
February 23, 2015.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Company’s internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Company’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Company’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement of the Company’s financial
statements will not be prevented, or detected and corrected on a timely basis. A significant deficiency is a deficiency,
or a combination of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or, significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Company’s, financial statements are free from material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions was not an objective of our
audit, and accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and the
results of that testing, and not to provide an opinion on the effectiveness of the Company’s internal control or on
compliance. This report is an integral part of an audit performed in accordance with Government Auditing Standards
in considering the Company’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose.
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Greeneville, Tennessee
February 23, 2015
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