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Independent Auditor’s Report

The Board of Directors
Care Plus Bergen, Inc.
Paramus, New Jersey

Opinion

We have audited the accompanying financial statements of Care Plus Bergen, Inc. (the
Organization), which comprise the statements of financial position as of December 31, 2022 and
2021, and the related statements of operations, net assets (deficit) and cash flows for the years
then ended, and the related notes to the financial statements.

In our opinion, the accompanying financial statements present fairly, in all material respects, the
financial position of the Organization as of December 31, 2022 and 2021, and the changes in its
net assets (deficit) and its cash flows for the years then ended, in accordance with accounting
principles generally accepted in the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the
United States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent
of the Organization and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audits. We believe that the audit evidence we have obtained
is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements
in accordance with accounting principles generally accepted in the United States of America, and
for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the
Organization’s ability to continue as a going concern within one year after the date that the
financial statements are issued or available to be issued.

BDO USA, LLP, a Delaware limited liability partnership, is the U.S. member of BDO International Limited, a UK company limited by guarantee, and forms part of
the international BDO network of independent member firms.

BDO is the brand name for the BDO network and for each of the BDO Member Firms.
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Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance but
is not absolute assurance and, therefore, is not a guarantee that an audit conducted in accordance
with GAAS and Government Auditing Standards will always detect a material misstatement when
it exists. The risk of not detecting a material misstatement resulting from fraud is higher than for
one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if
there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism throughout the
audit.

o Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, and design and perform audit procedures responsive to
those risks. Such procedures include examining, on a test basis, evidence regarding the
amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit 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 Organization’s internal control.
Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Organization’s ability to continue as a
going concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

BDO USq, Lip

May 19, 2023



Care Plus Bergen, Inc.

Statements of Financial Position

December 31, 2022 2021
Assets
Current Assets
Cash and cash equivalents S 8,328,685 37,284,360
Patient escrow funds 591,811 695,800
Patient accounts receivable, net 18,591,658 18,492,614
Long-term care pharmacy receivable, net 332,027 306,840
Due from third-party payors 22,396,402 17,635,937
Grants receivable 5,077,190 5,025,000
Due from Bergen County Improvement Authority 2,015,836 5,719,895
Inventories 2,027,391 1,984,194
Prepaid expenses and deposits 2,949,088 2,563,930
Total Current Assets 62,310,088 89,708,570
Fixed Assets, Net 6,466,305 3,019,048
Total Assets $ 68,776,393 92,727,618
Liabilities and Net Assets (Deficit)
Current Liabilities
Accounts payable and accrued expenses $ 20,658,710 15,911,607
Accrued salaries, benefits, and other payroll liabilities 10,812,164 9,709,197
Due to Bergen County Improvement Authority 17,877,911 31,605,803
Deferred revenue - contract liability 1,674,221 10,045,326
Government contract liability - 5,199,501
Patient escrow funds 591,811 695,800
Due to third-party payors 10,795,070 8,075,070
Total Current Liabilities 62,409,887 81,242,304
Notes Payable - Bergen County Improvement Authority 10,000,000 20,823,681
Total Liabilities 72,409,887 102,065,985
Commitments and Contingencies (Note 8)
Net Assets (Deficit)
Without donor restrictions (9,633,494) (9,338,367)
With donor restrictions 6,000,000 -
Total Net Assets (Deficit) (3,633,494) (9,338,367)
Total Liabilities and Net Assets (Deficit) $ 68,776,393 92,727,618

See accompanying notes to financial statements.



Care Plus Bergen, Inc.

Statements of Operations

Year ended December 31, 2022 2021
Net Patient Service Revenue $ 204,861,543 S 209,609,349
Other Support

Subsidy revenue 32,515,656 31,198,659

Pandemic relief grant income 754,816 13,413,859

Other revenue 10,571,422 13,047,759
Total Net Patient Service Revenue and Other Support 248,703,437 267,269,626
Expenses

Salaries and wages 128,958,522 123,060,952

Employee benefits and related services 31,094,697 30,944,705

Supplies and other expenses 80,962,705 81,600,345
Total Expenses 241,015,924 235,606,002
Net Operating Income, before rent expense, interest

expense, and depreciation 7,687,513 31,663,624
Rent Expense 6,918,761 28,497,263
Interest Expense 486,505 485,484
Depreciation 277,374 101,431
Change in Net Deficit Without Donor Restrictions S 4873 S 2,579,446

See accompanying notes to financial statements.



Care Plus Bergen, Inc.

Statements of Net Assets (Deficit)

Without Donor
Restrictions

With Donor
Restrictions

Total Net Assets

Net Assets (Deficits), January 1, 2021 S (11,917,813) S - S (11,917,813)
Change in net assets 2,579,446 - 2,579,446
Net Assets (Deficits), December 31, 2021 (9,338,367) - (9,338,367)
Grant income - 3,000,000 3,000,000
Change in net deficit without donor

restrictions 4,873 - 4,873
Reclassification of net assets class (300,000) 3,000,000 2,700,000
Net Assets (Deficits), December 31, 2022 § (9,633,494) S 6,000,000 S (3,633,494)

See accompanying notes to financial statements.



Care Plus Bergen, Inc.

Statements of Cash Flows

Year ended December 31, 2022 2021
Cash Flows from Operating Activities
Change in net assets (deficit) S 3,004,873 S 2,579,446

Adjustments to reconcile change in net assets (deficit) to
net cash provided by (used in) operating activities:

Depreciation 277,374 101,431
Changes in operating assets and liabilities:
Patient accounts receivable (99,044) (1,752,320)
Long-term care pharmacy receivable (25,187) (44,019)
Due from third-party payors (4,760,465) 1,384,706
Grants receivable (52,190) 4,006,138
Due from (to) Bergen County Improvement Authority (7,323,833) 8,391,436
Inventories (43,197) 159,747
Prepaid expenses and deposits (385,158) (180,383)
Accounts payable and accrued expenses 4,747,103 3,351,759
Accrued salaries, benefits, and other payroll liabilities 1,102,967 1,042,527
Deferred revenue - contract liability (8,371,105) 9,027,575
Government contract liability (5,199,501) (16,674,212)
Patient escrow funds (103,989) (179,396)
Due to third-party payors 2,720,000 3,716,180
Net Cash (Used in) Provided by Operating Activities (14,511,352) 14,930,615
Cash Flows from Investing Activities
Purchase of property and equipment (3,724,631) (3,102,427)
Net Cash Used in Investing Activities (3,724,631) (3,102,427)
Cash Flows from Financing Activities
Repayment of notes payable - Bergen County
Improvement Authority (10,823,681) -
Net Cash Used in Financing Activities (10,823,681) -
Net (Decrease) Increase in Cash, Cash Equivalents,
Restricted Cash, and Restricted Cash Equivalents (29,059,664) 11,828,188
Cash, Cash Equivalents, Restricted Cash, and Restricted
Cash Equivalents, beginning of year 37,980,160 26,151,972
Cash, Cash Equivalents, Restricted Cash, and Restricted
Cash Equivalents, end of year S 8,920,496 S 37,980,160
Supplemental Disclosure of Cash Flow Information
Interest paid $ 486,505 S 485,484

See accompanying notes to financial statements.



Care Plus Bergen, Inc.

Notes to Financial Statements

1. Description of the Organization

Care Plus Bergen, Inc. (the Organization) is a nonprofit corporation located in Paramus, New Jersey.
The Organization was formed to serve as the special-purpose vehicle to operate and manage Bergen
New Bridge Medical Center (Bergen New Bridge or the Medical Center) as the Tenant-Operator,
pursuant to a certain Sublease, Lease, and Operating Agreement (SLOA) signed on July 14, 2017
with the Bergen County Improvement Authority (BCIA) as the Lessor. BCIA is a public body corporate
and politic, created by the governing body of Bergen County, New Jersey. The Organization entered
into a 19-year agreement to operate the Medical Center and commenced operations on
October 1, 2017. Upon expiration of the contract, substantially all of the Organization’s revenue
and a significant portion of the expenses will be discontinued.

Bergen New Bridge is a county-owned, 1,070-bed acute care hospital that provides acute care,
long-term care, behavioral health, and other related healthcare and medical services. BCIA holds
all the necessary licenses to operate Bergen New Bridge, which is the fourth largest publicly owned
hospital in the country. Bergen New Bridge is located in Paramus, New Jersey and is one of the
largest medical resources for behavioral health patients and residents and is a safety-net provider
for the mentally impaired, elderly, and uninsured and underinsured in the state of New Jersey.

Bergen New Bridge is operated and managed by the Organization, a New Jersey nonprofit
corporation that is contracted with three third-party operators (service line managers), comprised
of Care Plus NJ, Inc. and Integrity House—both New Jersey nonprofit corporations, exempt from
federal income tax under Section 501(c)(3) of the Internal Revenue Code (the Code)—and Rutgers
New Jersey Medical School (NJMS), an unincorporated unit of Rutgers, the State University of New
Jersey (Rutgers), an instrumentality of the state of New Jersey. The Organization has been charged
with and is committed to (1) providing quality healthcare to residents of Bergen County;
(2) providing a healthcare safety net for the elderly, indigent, and those in need of emergency
services; (3) improving access for Veteran’s Affairs services; (4) adapting to the changes in the
healthcare market; and (5) providing quality healthcare services in a cost-efficient manner.

Both Care Plus NJ, Inc. and Integrity House provide strategic direction related to behavioral health
services. This includes programmatic changes and billing optimization for inpatient services, among
other expertise and support to the Organization.

Rutgers, on behalf of its unincorporated unit, NJMS, provides clinical and administrative support for
clinical and physician leadership for the Medical Center.

2. Summary of Significant Accounting Policies

Basis of Presentation

The financial statements of the Organization have been prepared on the accrual basis and conform
to accounting principles generally accepted in the United States of America (GAAP). In the
statements of financial position, assets and liabilities are presented in order of liquidity or
conversion to cash and their maturity resulting in the use of cash, respectively.

Financial Statement Presentation

The classification of a not-for-profit organization’s net assets and its support, revenue, and expenses
is based on the existence or absence of donor-imposed restrictions. It requires that the amounts for

9



Care Plus Bergen, Inc.

Notes to Financial Statements

each of the two classes of net assets—without donor restrictions and with donor restrictions—be
displayed in the statements of financial position and that the amounts of change in each of those
classes of net assets be displayed in the statements of operations.

The classes of net assets are defined as follows:

With Donor Restrictions - This class consists of net assets resulting from contributions and other
inflows of assets whose use by the Organization is limited by donor-imposed stipulations that either
expire by the passage of time or can be fulfilled and removed by actions of the Organization,
pursuant to those stipulations. When such stipulations end or are fulfilled, such donor-restricted net
assets are reclassified to net assets without donor restrictions and reported in the statements of
operations. Net assets resulting from contributions and other inflows of assets whose use by the
Organization is limited by donor-imposed stipulations that neither expire by passage of time nor can
be fulfilled or otherwise removed by actions of the Organization are classified as net assets with
donor restrictions - perpetual in nature.

Without Donor Restrictions - This class consists of the part of net assets that is not restricted by
donor-imposed stipulations.

Cash and Cash Equivalents

The Organization considers all highly liquid financial instruments with maturity dates of
three months or less from the date purchased to be cash equivalents, excluding assets whose use is
limited.

Restricted Cash and Cash Equivalents

The Organization is required to maintain escrow funds for its long-term care residents. These
accounts are funded by patients to help them cover any extra expenses incurred as long-term care
residents. When the resident leaves the facility, any unspent funds must be returned to the resident
or the resident’s estate within 30 days.

The following table provides a reconciliation of cash, cash equivalents, restricted cash, and
restricted cash equivalents reported within the statements of financial position that sums to the
total of the cash, cash equivalents, restricted cash, and restricted cash equivalents shown in the
statements of cash flows:

December 31, 2022 2021
Cash and cash equivalents S 8,328,685 S 37,284,360
Patient escrow funds 591,811 695,800
Total $ 8,920,496 S 37,980,160

Fair Value Measurements

GAAP defines fair value, establishes a framework for measuring fair value, and expands the
disclosures about fair value measurements. GAAP defines fair value as the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date in a principal or most advantageous market. Fair value is a
market-based measurement that is determined based on inputs, which refer broadly to assumptions
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Care Plus Bergen, Inc.

Notes to Financial Statements

that market participants use in pricing assets or liabilities. These inputs can be readily observable,
market corroborated, or unobservable. GAAP established a fair value hierarchy, which prioritizes
the inputs to valuation techniques used to measure fair value in three broad levels. The standard
requires that assets and liabilities be classified in their entirety based on the level of input that is
significant to the fair value measurement. Assessing the significance of a particular input may
require judgment considering factors specific to the asset or liability and may affect the valuation
of the asset or liability and their placement within the fair value hierarchy. The Organization
classifies fair value balances based on the fair value hierarchy defined by GAAP, as follows:

Level 1 - Valuations are based on observable inputs that reflect quoted market prices in active
markets for identical investments at the reporting date.

Level 2 - Valuations are based on (i) quoted prices—those investments, or similar investments, in
active markets; (ii) quoted prices—those investments, or similar investments, in markets that are
not active; or (iii) pricing inputs other than quoted prices that are directly or indirectly observable
at the reporting date. Level 2 assets include those investments or similar investments that are
redeemable at or near the statements of financial position date and for which a model was derived
for valuation.

Level 3 - Valuations are based on pricing inputs that are unobservable and include situations where
(i) there is little, if any, market activity for the investments; (ii) the investments cannot be
independently valued; or (iii) the investments cannot be immediately redeemed at or near the fiscal
year-end.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets, including estimated
uncollectibles for accounts receivable for services to patients and residents, and liabilities,
including estimated payables to third-party payors, and disclosures of contingent assets and
liabilities at the date of the financial statements. Estimates also affect the reported amounts of
revenue and expenses during the reporting period. Actual results could differ from those estimates.

Revenue Recognition and Patient Accounts Receivable
Revenue Recognition

Effective January 1, 2019, upon the adoption of the Financial Accounting Standards Board’s (FASB)
Accounting Standards Update (ASU) 2014-09, Revenue from Contracts with Customers (Topic 606)
(Accounting Standards Codification (ASC) 606), net patient service revenue is reported at the
amount that reflects the consideration to which the Organization expects to be entitled in exchange
for providing patient care. These amounts are due from patients, third-party payors (including
health insurers and government programs), and others and include variable consideration
(reductions to revenue) for retroactive revenue adjustments due to settlement of ongoing and
future audits, reviews, and investigations.

The Organization uses a portfolio approach to account for categories of patient contracts as a
collective group rather than recognizing revenue on an individual contract basis. The portfolios
consist of major payor classes for inpatient revenue and major payor classes and types of services
provided for outpatient revenue. Based on historical collection trends and other analyses, the
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Care Plus Bergen, Inc.

Notes to Financial Statements

Organization believes that revenue recognized by utilizing the portfolio approach approximates the
revenue that would have been recognized if an individual contract approach were used.

The Organization’s initial estimate of the transaction price for services provided to patients subject
to revenue recognition is determined by reducing the total standard charges related to the patient
services provided by various elements of variable consideration, including contractual adjustments,
discounts, implicit price concessions, and other reductions to the Organization’s standard charges.
The Organization determines the transaction price associated with services provided to patients
who have third-party payor coverage on the basis of contractual or formula-driven rates for the
services rendered (see description of third-party payor payment programs in Note 3). The estimates
for contractual allowances and discounts are based on contractual agreements, the Organization’s
discount policies, and historical experience. For uninsured and under-insured patients who do not
qualify for charity care, the Organization determines the transaction price associated with services
on the basis of charges reduced by implicit price concessions. Implicit price concessions included in
the estimate of the transaction price are based on the Organization’s historical collection
experience for applicable patient portfolios. Under the Organization’s charity care policy, a patient
who has no insurance or is under-insured and is ineligible for any government assistance program
has his or her bill reduced to (1) the lesser of charges or the Medicare diagnostic-related group for
inpatient and (2) a discount from Medicare fee-for-service rates for outpatient. Patients who meet
the Organization’s criteria for charity care are provided care without charge; such amounts are not
reported as revenue.

Generally, the Organization bills patients and third-party payors several days after the services are
performed and/or the patient is discharged. Net patient service revenue is recognized as
performance obligations are satisfied. Performance obligations are determined based on the nature
of the services provided by the Organization. Net patient service revenue for performance
obligations satisfied over time is recognized based on actual charges incurred in relation to total
charges. The Organization believes that this method provides a reasonable depiction of the transfer
of services over the term of the performance obligation based on the services needed to satisfy the
obligation. Generally, performance obligations satisfied over time relate to patients receiving
inpatient acute care services or patients receiving services in the Organization’s outpatient settings.
The Organization measures the performance obligation from admission into the hospital or the
commencement of an outpatient service to the point when it is no longer required to provide
services to that patient, which is generally at the time of discharge or the completion of the
outpatient visit.

As substantially all of its performance obligations relate to contracts with a duration of less than
one year, the Organization has elected to apply the optional exemption provided in ASC 606 and,
therefore, is not required to disclose the aggregate amount of the transaction price allocated to
performance obligations that are unsatisfied or partially unsatisfied at the end of the reporting
period.

Contract Assets and Contract Liabilities

In accordance with ASC 606, contract assets are to be recognized when an entity has the right to
receive consideration in exchange for goods or services that have been transferred to a customer
when that right is conditional on something other than the passage of time. The Organization does
not recognize contract assets, as the right to receive consideration is unconditional in accordance
with the passage of time criteria. Also, in accordance with ASC 606, contract liabilities are to be
recognized when an entity is obligated to transfer goods or services for which consideration has
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Care Plus Bergen, Inc.

Notes to Financial Statements

already been received. The Organization reported $1,674,221 and $15,244,827 of contract liabilities
for the years ended December 31, 2022 and 2021.

Subsidy Revenue

The New Jersey Department of Health (DOH) operates the Delivery System Reform Incentive
Payment (DSRIP) program, which is designed to result in better care for individuals, better health
for the population, and lower costs by transitioning hospital funding. DSRIP is funding from the
government that drives the initiatives that will support payment reform and transition away from
fee-for-service payments toward alternative payment arrangements that reward high-quality,
efficient, and integrated systems of care. To support continued population health improvement
across New Jersey following the conclusion of the DSRIP program on June 30, 2020, the State of New
Jersey has implemented the Quality Improvement Program (QIP) promoting the health of New
Jersey’s Medicaid population through performance-based payments focused specifically on
improvements for the behavioral health population. QIP was proposed to run for five years, from
July 1, 2020 through June 30, 2025, but was delayed a year due to COVID-19. QIP revenue is
recognized based on State-estimated payments prorated over the period of performance. For the
years ended December 31, 2022 and 2021, the Organization recognized net revenue for QIP in the
amount of $12,425,003 and $12,925,000, respectively, which is included in subsidy revenue in the
accompanying statements of operations.

New Jersey state regulations provide for the distribution of funds from the indigent care pool, which
is intended to partially offset the cost of services provided to the uninsured. The funds are
distributed to the Organization based on the Organization’s level of bad debt in relation to all other
New Jersey hospitals. For the years ended December 31, 2022 and 2021, the Organization received
a net distribution of $20,090,653 and $18,273,659, respectively, from the indigent care pool, which
is included in subsidy revenue in the accompanying statements of operations.

QIP payments and New Jersey state Bad Debt and Charity Care subsidies are not exchange
transactions pursuant to ASC 958-605, Not-for-Profit Entities, which states that if the recipient
solicits assets from the resource provider without the intent of exchanging goods or services of
commensurate value, it is a non-exchange transaction. The Organization provides patient services
to the patients, not the government. The government provides the funds to the Organization to help
with its bad debt resulted from charity care patients and to drive the initiatives that will support
payment reform and transition away from fee-for-service payments toward alternative payment
arrangements that reward high-quality, efficient, and integrated systems of care. This does not
indicate exchange of services of commensurate value and, therefore, these three government
programs are non-exchange contracts and do not qualify to be exchange transactions under ASC 606.

Patient Accounts Receivable

Patient accounts receivable are recorded at the reimbursable or contracted amount and do not bear
interest. Billings for services under third-party payor programs are included in revenue, net of
allowances for contractual discounts and implicit price concessions for differences between the
amounts billed and estimated program payment amounts. Adjustments to the estimated payment
amounts based on final settlement with the programs are recorded in the period the final settlement
occurs as an adjustment to revenue.
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Care Plus Bergen, Inc.

Notes to Financial Statements

Inventories

Inventories consist of pharmaceutical and medical supplies and are stated at the lower of average
cost (determined principally by the first-in, first-out method) or market.

Fixed Assets
Fixed assets are stated at cost. Depreciation expense is computed using the straight-line method
over the estimated useful lives of the assets. The Organization follows a policy of capitalizing all

fixed-asset acquisitions in excess of $5,000 and with an estimated useful life of two years or more.

The estimated useful lives of the assets are as follows:

Asset Category Life (Years)
Building and improvements 10-30
Furniture and fixtures 5-10
Machinery and equipment 5-15
Computer hardware and software 3-5

Income Taxes

The Organization is incorporated in the state of New Jersey and is exempt from federal, state, and
local income taxes under Section 501(c)(3) of the Code and, therefore, has made no provision for
income taxes in the accompanying financial statements. In addition, the Organization has been
determined by the Internal Revenue Service (IRS) to not be a “private foundation” within the
meaning of Section 509(a) of the Code.

The Organization has not taken an unsubstantiated tax position that would require provision of a
liability under ASC 740, Income Taxes. Under ASC 740, an organization must recognize the tax
liabilities associated with tax positions taken for tax return purposes when it is more likely than not
that the position will not be sustained upon examination. The Organization does not believe there
are any material uncertain tax positions and, accordingly, has not recognized any liability for
unrecognized tax benefits as of December 31, 2022 and 2021. The Organization has filed IRS
Form 990 tax returns, as required, and all other applicable returns in jurisdictions where it is
required. For the years ended December 31, 2022 and 2021, there were no interest or penalties
recorded or included in the accompanying financial statements.

Concentration of Credit Risk

The Organization grants credit without collateral to its patients and residents, most of whom are
local New Jersey residents and are insured under various third-party payor agreements.

14



Care Plus Bergen, Inc.

Notes to Financial Statements

The mix of receivables from patients and residents and third-party payors is as follows:

December 31, 2022 (%) 2021 (%)
Medicaid 9 10
Medicaid HMO 11 16
Medicare 26 21
Medicare HMO 21 11
Self-pay/other 8 16
Commercial Insurance 21 18
Blue Cross 4 8
Total 100 100

Financial instruments that potentially subject the Organization to concentration of credit risk
consist primarily of cash and cash equivalents in excess of Federal Deposit Insurance Corporation
(FDIC) insurance limits. At various times during the year, the Organization may have cash deposits
at financial institutions in excess of FDIC insurance limits. These financial institutions have strong
credit ratings and management believes that credit risk related to these accounts is minimal.

Performance Indicator

The statements of operations include net patient service revenue and other support, less expenses
as the performance indicator. Changes in net deficit without donor restrictions that are excluded
from the performance indicator include rent expense, interest expense, and depreciation.

Recently Adopted Accounting Pronouncements
Accounting for Leases

In February 2016, the FASB issued ASU 2016-02, Leases (Topic 842). The guidance in this ASU
supersedes the leasing guidance in Topic 840, Leases. Under the new guidance, lessees are required
to recognize lease assets and lease liabilities on the statement of financial position for all leases
with terms longer than 12 months. Leases will be classified as either finance or operating, with
classification affecting the pattern of expense recognition in the statement of operations.
ASU 2020-05 deferred the effective date for this new standard for fiscal years beginning after
December 15, 2021, including interim periods within those fiscal years. A modified retrospective
transition approach is required for lessees for capital and operating leases existing at, or entered
into after, the beginning of the earliest comparative period presented in the financial statements,
with certain practical expedients available. The Organization adopted the ASU effective
January 1, 2022. The impact of adopting ASU 2016-12 is not material to the financial statements
(see Note 14).

Recently Issued Accounting Pronouncements Not Yet Adopted
Financial Instruments - Credit Losses (Topic 326)

In June 2016, the FASB issued ASU 2016-13, Financial Instruments - Credit Losses (Topic 326):
Measurement of Credit Losses on Financial Instruments. The new credit losses standard changes the
impairment model for most financial assets and certain other instruments. For trade and other
receivables, contract assets recognized as a result of applying ASC 606, loans, and certain other
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Care Plus Bergen, Inc.

Notes to Financial Statements

instruments, entities will be required to use new forward-looking expected loss model that generally
will result in earlier recognition of credit losses than under today’s incurred loss model. ASU 2016-13
is effective for annual periods beginning after December 15, 2022. Management is currently
evaluating the impact of this ASU on its financial statements.

Reclassification

Certain prior-year amounts were reclassified to conform to the current financial statement
presentation.

3. Third-Party Payor Arrangements
Medicare

The Organization is paid for most Medicare inpatient and outpatient services under the prospective
payment system (PPS) and other methodologies of the Medicare program for certain other services.
The Organization’s reimbursements from Medicare are now subject to certain variations under
Medicare’s single bundled payment rate system, whereby reimbursements can be adjusted for
certain patient characteristics and other factors.

Non-Medicare Payments

Service rendered to Medicaid program beneficiaries is paid at prospectively determined rates per
discharge. These rates vary according to a patient classification system that is based on clinical,
diagnostic, and other factors. The DOH updated the data utilized to calculate the New Jersey state
Diagnostic Related Groups (DRG) service intensity weights (SIWs) in order to utilize more data in
DOH-promulgated rates.

Revenues associated with commercial health plans are estimated based on contractual terms for
the patients and residents under healthcare plans with which the Organization has formal
agreements, non-contracted health plan coverage terms (if known), estimated secondary collections,
historical collection experience, and historical trends of refunds and payor payment adjustments.

Psychiatric Cost Sharing/State Aid Program

As a county hospital, the Organization participates in a state aid program referred to as Psych Cost
Sharing. It is a mechanism through which hospitals are assured reimbursement at-cost for psychiatric
services rendered. The net estimated reserve for recoveries recorded due to Psych Cost Sharing as
of December 31, 2022 and 2021 was $1,821,014 and $624,053, respectively.

Upper Payment Limit Program

As an enrolled provider in New Jersey’s Medicaid program, the Medical Center participates in the
Upper Payment Limit (UPL) program, which is a federally authorized program that provides
payments to providers to supplement revenue from Medicaid patients so that it is comparable to
that for Medicare patients. UPL allows for New Jersey’s Medicaid program to pay Medicare rates for
Medicaid services delivered within the Medical Center’s skilled nursing facility. The payment pool
is built from two distinct sources (1) Bergen County and (2) the federal government. Bergen County
transfers funds to the state, known as an intergovernmental transfer (IGT). The state uses the IGT
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as the non-federal share of enhanced Medicaid payments to the Medical Center, which in turn will
be matched by federal financial participation.

The Organization recognizes revenue related to this supplemental Medicaid payment using the most
likely outcome method, and the estimates also consider whether it is probable that a significant
reversal in the amount of cumulative revenue recognized will not occur. The Organization
recognized revenue related to the UPL program of $24,719,888 and $26,206,536 for the years ended
December 31, 2022 and 2021, respectively. These amounts are reported as part of net patient
service revenue on the accompanying statements of operations. Due from the UPL program as of
December 31, 2022 and 2021 was $6,289,028 and $5,927,456, respectively, and is reported as due
from third-party payors on the statements of financial position.

Laws, Regulations, and Settlements with Third-Party Payors

Laws and regulations concerning government programs, including Medicare and Medicaid, are
complex. As a result of investigations by governmental agencies, various healthcare organizations
have received requests for information and notices regarding alleged noncompliance with those laws
and regulations, which, in some instances, have resulted in organizations entering into significant
settlement agreements. Compliance with such laws and regulations may also be subject to future
government review and interpretation, as well as significant regulatory action, including fines,
penalties, and potential exclusion from the related programs. While there can be no assurance that
regulatory authorities will not challenge the Organization’s compliance with these laws and
regulations, and it is not possible to determine the impact (if any) such claims or penalties would
have upon the Organization, it is the Organization’s belief that it submits all claims for
reimbursement in a manner that is compliant with existing provisions of Medicare and Medicaid law,
regulation, and those payors’ billing and reimbursement manuals. In addition, the contracts the
Organization has with commercial payors also provide for retroactive audit and review of claims.

Settlements with third-party payors for retroactive revenue adjustments due to audits, reviews, or
investigations are considered variable consideration and are included in the determination of the
estimated transaction price for providing patient care. These settlements are estimated based on
the terms of the payment agreement with the payor, correspondence from the payor, and the
Organization’s historical settlement activity, including an assessment to ensure that it is probable
that a significant reversal in the amount of cumulative revenue recognized will not occur when the
uncertainty associated with the retroactive adjustment is subsequently resolved. Estimated
settlements are adjusted in future periods as adjustments become known (that is, new information
becomes available) or as years are settled or are no longer subject to such audits, reviews, and
investigations.
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Net patient service revenue was comprised of the following:

December 31, 2022 2021
Patient service revenue:
Medicare and Medicaid $ 501,941,445 S 291,606,813
Commercial 135,962,118 128,786,840
Self and other 171,195,993 105,774,412
Psych Cost Sharing 31,137,149 34,400,110
Total 840,236,705 560,568,175
Less: variable consideration, including implicit price concession (635,375,162) (350,958,826)
Net Patient Service Revenue $ 204,861,543 S 209,609,349

The Organization’s net patient service revenue from Medicare and Medicaid programs accounted for
63% and 58%, respectively, for the years ended December 31, 2022 and 2021. There are various
proposals at the federal and state levels that could, among other things, significantly reduce or
modify reimbursement rates. The ultimate outcome of these proposals and other market changes
cannot be presently determined, and any reduction of funding could have an adverse effect on the
Organization.

4. Liquidity and Availability of Resources

The Organization’s financial assets available within one year of the statement of financial position
date for general expenditures are as follows:

December 31, 2022 2021
Cash and cash equivalents $ 8,328,685 37,284,360
Patient accounts receivable, net 18,591,658 18,492,614
Long-term care pharmacy receivable, net 332,027 306,840
Due from third-party payors 22,396,402 17,635,937
Grants receivable 5,077,190 5,025,000
Due from Bergen County Improvement Authority 2,015,836 5,719,895
Total Resources Available $ 56,741,798 S 84,464,646

The Organization has a practice to structure its financial assets to be available as its general
expenditures, liabilities, and other obligations come due as part of its liquidity management. Actual
cash receipts are monitored monthly against expected budgeted collections. If there are shortfalls,
the various teams in Finance, Revenue Cycle, and Accounts Payable will have weekly calls to closely
monitor the status of any potential issues.

5. Transactions with BCIA
Use of Facility

Under the terms of the SLOA, the Organization is to pay BCIA rent in consideration for the use of
the land, property, and equipment provided by BCIA at the Medical Center. Rent is equal to 90% of
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EBITDAR, payable on a monthly basis, which commenced on October 1, 2017. For the years ended
December 31, 2022 and 2021, rent expense totaled $6,918,761 and $28,497,263, respectively.

Due from BCIA

Cash flow obligations of the Organization are passed through by BCIA on a daily basis. All cash
receipts related to patient service revenue generated by the Organization shall be collected by
BCIA, except for professional medical services that are provided by Rutgers’ physicians and/or billed
by Rutgers. Amounts due from BCIA, including estimated collections of net patient service revenue
of the Medical Center and prepaid rent, at December 31, 2022 and 2021, amounted to $2,015,836
and $5,719,895, respectively.

Due to BCIA

For the years ended December 31, 2022 and 2021, amounts due to BCIA totaled $17,877,911 and
$31,605,803, respectively, which is comprised of amounts owed for rent, inventory supplies,
accrued interest, and information technology expenses.

Notes Payable - BCIA

The Organization entered into a promissory note with BCIA as part of the SLOA, which provided a
$20,000,000 working capital loan to the Organization, which is interest-bearing at a rate equal to
BCIA’s note rate interest expense. At December 31, 2022 and 2021, the daily interest rate was
0.0063%. The principal balance of the note, plus any outstanding interest, will become immediately
due and payable upon expiration or termination of the SLOA.

The Organization entered into a second promissory note on November 28, 2018 with BCIA under the
county-guaranteed project notes, which provided a $10,000,000 working capital fund requisition.
At December 31, 2022 and 2021, the daily interest rate was 0.0097%.

In 2022, the Organization made total debt services payments of $10,823,681. As of
December 31, 2022, the outstanding balance on the promissory note with BCIA as part of the SLOA
was $10,000,000 and the second promissory note with BCIA under the county-guaranteed project
notes had been paid in full and did not have any amounts that remained outstanding. As of
December 31, 2021, the outstanding balance on the promissory note with BCIA was $20,000,000 and
the outstanding balance on the second promissory note was $823,681.

6. Charity Care and Other Uncompensated Services

The gross charges foregone related to charity care were $34,357,744 and $53,050,978 for the years
ended December 31, 2022 and 2021, respectively. In addition, the Medical Center provided
community service programs for free or below cost and provided a variety of patient care services
where reimbursement under federal and state agreements are below cost. These services include,
but are not limited to, inpatient services and emergency room care.

7. Employee Benefit Plan

The Organization sponsors two contributory 401(k) plans covering substantially all employees. For
the years ended December 31, 2022 and 2021, non-union and union employees contributing up to
4% of their salaries are entitled to receive a matching contribution from the Organization equal to
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50% of employee contributions, such that the matching contribution may equal up to 2% of an
employee’s salary. The Organization’s matching contribution for both plans amounted to $1,011,769
and $990,443 for the years ended December 31, 2022 and 2021, respectively.

8. Commitments and Contingencies
Self-Insured

The Organization self-insures a portion of certain insurable risks consisting of employee medical and
prescription claims. The Organization records its estimated ultimate liability for reported claims
plus an estimate for claims incurred but not reported. Accrual for self-insurance claims of
$4,225,000 and $2,662,000 is included in accounts payable and accrued expenses as of
December 31, 2022 and 2021 in the accompanying statements of financial position, respectively.

Litigation

The Organization is involved in various other claims and legal actions arising in the ordinary course
of business. In the opinion of management and the Organization’s legal counsel, the ultimate
disposition of these matters will not have a material adverse effect on the Organization’s statements
of financial position, results of operations, or liquidity.

Other Commitments

As described in Note 5, the Organization has rental commitments to BCIA for the term of the SLOA,
which relates to the use of the Medical Center facility and equipment. The Organization has the
responsibility to keep the property in good, safe order and maintain, repair, and replace items at
its own cost.

Union Contracts

The Organization has contracts with several unions covering substantially all employees, which
expire at various dates.

9. Medical Malpractice Liabilities

The Organization purchased professional liability insurance to cover medical malpractice claims on
a claims-made basis through Princeton Insurance Company. The policy currently provides coverage
of $1,000,000 per occurrence and $3,000,000 annually in the aggregate. The Organization has also
purchased excess liability coverage up to $10,000,000 from the same commercial carrier. It is the
opinion of the Organization that adequate insurance is being maintained and that loss, if any,
resulting from claims will not have a material adverse effect on the Organization’s financial position
or results of operations.

There are known incidents, and possibly unknown incidents, that occurred through December 31, 2022
and 2021 that may result in the assertion of additional malpractice claims. In the opinion of
management, the final disposition of such claims will either be within available insurance coverage,
have been provided for in the accompanying statements of financial position, or otherwise not have
a material adverse effect on the Organization’s financial position, results of operations, or liquidity.
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10. Functional Expenses

The majority of the Organization’s expenses can generally be directly identified with program or
supporting services to which they relate and are allocated accordingly. Program services consist of
providing healthcare and related services to residents within its geographic location. Other expenses
have been allocated among program and supporting service classifications. These expenses include
rent, interest, and general and administrative operations. Interest expense and rent expense are
allocated based on usage of space. Costs of other categories were allocated on estimates of time
and effort.

Expenses related to providing these services are as follows:

December 31, 2022

Healthcare and Management

Related Services and General Total
Salaries and wages S 114,706,199 S 14,252,323 S 128,958,522
Employee benefits and related services 27,658,153 3,436,544 31,094,697
Supplies and other 70,379,660 10,583,045 80,962,705
Interest expense 427,151 59,354 486,505
Depreciation 277,374 - 277,374
Rent expense 6,074,672 844,089 6,918,761

) 219,523,209 § 29,175,355  § 248,698,564

December 31, 2021

Healthcare and Management

Related Services and General Total
Salaries and wages S 110,902,120 S 12,158,832 S 123,060,952
Employee benefits and related services 27,887,265 3,057,440 30,944,705
Supplies and other 70,742,303 10,858,042 81,600,345
Interest expense 426,255 59,229 485,484
Depreciation 101,431 - 101,431
Rent expense 25,020,597 3,476,666 28,497,263

S 235,079,971 S 29,610,209 S 264,690,180

11. Related Party Transactions

For the years ended December 31, 2022 and 2021, Care Plus NJ, Inc. charged the Organization an
annual management fee of approximately $1,140,000 to manage and oversee the behavioral health
services, and Integrity House charged the Organization an annual management fee of $860,000 to
manage and oversee the substance abuse services.

For the years ended December 31, 2022 and 2021, the Organization paid Rutgers $5,975,241 and
$6,528,074, respectively, to provide clinical physicians to the Medical Center. A component of the
2022 and 2021 fee is two medical directorship stipends of $35,000 and $25,000 that are included as
part of the acting physician’s salary.

At December 31, 2022, amounts due to Rutgers; Care Plus NJ, Inc.; and Integrity House are
$1,384,062, $285,000, and $215,000, respectively, and are included in accounts payable and
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accrued expenses in the accompanying statements of financial position. At December 31, 2021,
amounts due to Rutgers; Care Plus NJ, Inc.; and Integrity House are $1,490,046, $285,000, and
$143,333, respectively, and are included in accounts payable and accrued expenses in the
accompanying statements of financial position.

12. CARES Act Funding

On March 27, 2020, the CARES Act was enacted and passed by Congress as a result of the economic
fallout from the COVID-19 pandemic. As part of the CARES Act, the Health Care Enhancement Act,
enacted on April 24, 2020, provided $175 billion in funding to be distributed to eligible providers
through the Public Health and Social Services Emergency Fund (the Provider Relief Fund or PRF).
The Department of Health and Human Services (HHS) has allocated the Provider Relief Fund among
eligible health care providers through multiple phases of general distributions and a number of
targeted distributions that began in April 2020.

During the year ended December 31, 2021, the Organization received $1,478,997 in PRF and has
recorded it as pandemic relief grant income within the accompanying statements of operations. As
part of the terms and conditions of the Provider Relief Fund program, the Organization must adhere
to certain reporting requirements associated with payments received from the Provider Relief Fund.
Recipients must report to HHS on their use of Provider Relief Fund payments by specified deadlines;
these deadlines differ depending on when the payments were received by the recipient. The
Organization has adhered with these reporting requirements established by HHS.

The recognition of amounts received is conditioned upon the provision of care for individuals with
possible or actual cases of COVID-19 after January 31, 2020; certification that payment will be used
to prevent, prepare for, and respond to the coronavirus; and shall reimburse the recipient only for
healthcare-related expenses or lost revenues that are attributable to coronavirus. These monies
have been recognized following the grant accounting model, recognizing income over the applicable
reporting period as management becomes reasonably assured of meeting the required criteria. For
the years ended December 31, 2022 and 2021, the Organization recorded “pandemic relief grant
income” within the accompanying statements of operations in the amounts of $754,816 and
$13,413,859, respectively. As of December 31, 2022, the Organization has both used and accounted
for all such funds.

Year ended December 31, 2022 2021

Funds Unused, beginning of year S 754,816 S 12,689,678
Funds received during the year - 1,478,997
Funds applied to incremental expenses and lost revenues (754,816) (13,413,859)
Funds Unused, end of year S - S 754,816

The CARES Act also alleviates some of the financial strain on hospitals, physicians, other healthcare
providers, and states through a series of Medicare and Medicaid payment policies that temporarily
increase Medicare and Medicaid reimbursement and allow for added flexibility, as described below:

(1) Effective May 1, 2020 through March 31, 2022, the 2% sequestration reduction on Medicare
fee for service (FFS) and payments to hospitals, physicians, and other providers was
suspended and resumed effective April 2022, as authorized by the Sequestration
Transparency Act of 2020 and amended by the Consolidated Appropriations Act of 2021 and
Protecting Medicare and American Farmers from Sequester Cuts Act signed December 2021.
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From April 1, 2022 through June 30, 2022, the payment adjustment will be 1%. Effective
July 1, 2022, the payment adjustment shall return to the 2% for all Medicare fee-for-service
claims.

(2) The CARES Act expanded the Medicare Accelerated and Advance Payments Program, which
provides prepayment of claims to providers in certain circumstances, such as national
emergencies or natural disasters. Under this measure, providers could request accelerated
and advance payments, during which time providers continue to receive payments for
services. Under the CARES Act, accelerated and advance payments could be retained for
120 days; at the end of the 120-day period, the accelerated payment would be repaid via
an offset of payments on claims that would otherwise be paid. Generally, repayments of the
accelerated and advance payments the Organization received were to commence during
August 2020; however, under legislation passed in October 2020, providers may retain the
accelerated payments for one year from the date of receipt before CMS commences
recoupment, which will be effectuated by a 25% offset of claims payments for 11 months,
followed by 50% offset for the succeeding six months. At the end of the 29-month period,
interest on the unpaid balance will be assessed at 4% per annum. The Organization had
received Medicare accelerated and advance payments of $9,184,035. As of
December 31, 2021, the Organization reported $4,444,685 as part of government contract
liability in the accompanying statements of financial position representative of the
accelerated and advance payments that had yet to be recouped. During the year ended
December 31, 2022, all amounts had been recouped.

13. Net Assets with Donor Restrictions

The Organization has received two grants from the Department of Human Services of the State of
New Jersey (DHS) totaling $6,000,000. Funds are restricted to use for renovating, remodeling,
extending and otherwise improving the emergency department to enable greater access to
behavioral health services according to a plan to be approved by DHS. As of December 31, 2022, the
project has not commenced and none of the funds have yet to be utilized and released from
restrictions.

14. Leases

As detailed in Note 2, the Organization adopted ASU 2016-02, Accounting for Leases (Topic 842),
effective January 1, 2022. The Organization leases certain property and equipment under finance
and operating leases. Leases are classified as either finance or operating leases based on the
underlying terms of the agreement and certain criteria, such as the term of the lease relative to
the useful life of the asset and the total lease payments to be made as compared to the fair value
of the asset, amongst other criteria. Finance leases result in an accounting treatment similar to an
acquisition of the asset.

For leases with initial terms greater than a year (or initially, greater than one year remaining under
the lease at the date of adoption of ASU 2016-02), the Organization records the related right-of-use
assets and liabilities at the present value of the lease payments to be paid over the life of the
related lease. The Organization’s leases may include variable lease payments and renewal options.
Variable lease payments are excluded from the amounts used to determine the right-of-use assets
and liabilities unless the variable lease payments depend on an index or rate or are in substance
fixed payments. Lease payments related to periods subject to renewal options are also excluded
from the amounts used to determine the right-of-use assets and liabilities unless the Organization
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is reasonably certain to exercise the option to extend the lease. The present value of lease payments
is calculated by utilizing the rate stated in the lease, when readily determinable. For leases for
which this rate is not readily available, the Organization has elected to use a risk-free discount rate
determined using a period comparable with that of the lease term. The Organization has made an
accounting policy election not to separate lease components from non-lease components in
contracts when determining its lease payments for all of its asset classes, as permitted by
ASU 2016-02. As such, the Organization accounts for the applicable non-lease components together
with the related lease components when determining the right-of-use assets and liabilities.

The Organization has made an accounting policy election not to record leases with an initial term
of less than a year as right-of-use assets and liabilities.

In 2022, the Organization entered into two 2-year leases, beginning January 28, 2022 and expire
February 27, 2024, for vehicles. Each lease includes fixed monthly rent of $399. In 2022, the
Organization entered into a one-year lease, beginning January 1, 2022 and expire March 31, 2023,
for copier with a fixed quarterly rent of $12,000. All three leases are classified as operating leases.
For the year ended December 31, 2022, rent expense was de minimis.

15. Subsequent Events
The Organization’s management has performed subsequent event procedures through May 19, 2023,

which is the date the financial statements were available to be issued. No events arose during the
period that would require adjustment or additional disclosure.
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