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INDEPENDENT AUDITOR'S REPORT

Board of Directors
Rehabilitation Hospital of Indiana, Inc.
Indianapolis, Indiana

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Rehabilitation Hospital of
Indiana, Inc., which comprise the consolidated balance sheets as of December 31, 2016 and 2015, and
the related consolidated statements of operations and changes in net assets, and cash flows for the years
then ended, and the related notes to the consolidated financial statements.

Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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 consolidated financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the consolidated financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the consolidated 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 entity'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 consolidated financial statements.

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

(Continued)



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Rehabilitation Hospital of Indiana, Inc. as of December 31, 2016 and
2015, and the results of its changes in net assets and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matter

Our 2016 audit was conducted for the purpose of forming an opinion on the consolidated financial
statements as a whole. The consolidating balance sheets and consolidating statements of operations and
changes in net assets are presented for purposes of additional analysis of the consolidated financial
statements rather than to present the financial position, results of operations, and cash flows of the
individual companies, and is not a required part of the consolidated financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the consolidated financial statements. The consolidating
information has been subjected to the auditing procedures applied in the audits of the consolidated
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the consolidated
financial statements or to the consolidated financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of America. In
our opinion, the consolidating information is fairly stated in all material respects in relation to the
consolidated financial statements as a whole.

Cuowe Yumth LLD

Crowe Horwath LLP

Indianapolis, Indiana
April 17, 2017




REHABILITATION HOSPITAL OF INDIANA, INC.

CONSOLIDATED BALANCE SHEETS
December 31, 2016 and 2015

ASSETS
Current assets:

Cash and cash equivalents

Patient accounts receivable, less allowance for doubtful
accounts of $1,674,719 and $1,505,060 for 2016 and

2015, respectively
Inventories
Prepaid expenses and other current assets
Investments
Total current assets

Property and equipment:

Land

Buildings and improvements
Equipment
Construction-in-progress

Less accumulated depreciation
Property and equipment, net

Other assets:

Land held for expansion

Total assets

LIABILITIES AND NET ASSETS
Current liabilities:

Accounts payable and other accrued liabilities
Salaries, wages, and related liabilities
Accrued interest
Current portion of capital lease obligation
Current portion of long-term debt
Third-party settlements
Current portion of interest rate swap

Total current liabilities

Long-term debt
Interest rate swap liability
Capital lease obligation

Total liabilities

Net assets:

Unrestricted
Temporarily restricted
Total net assets

Total liabilities and net assets

016 015
10,092,791 §$ 8,386,014
6,362,321 6,470,861
254,855 228,165
1,152,481 1,083,886
3,109,312 3,099,686
20,971,760 19,268,612
2,226,943 2,210,845
15,257,039 15,095,871
15,141,323 14,458,081
381,041 423,588
33,006,346 32,188,385
22,851,549 21,284,598
10,154,797 10,903,787
602,474 602,474
31,729,031 30,774,873
1,919,120 2,045,065
1,711,496 1,541,123
94,308 94,308
3,654 25,631
3,695,000 650,000
349,148 25,188
198,426 283,873
7,971,152 4,665,188
12,889,008 16,505,682
240,413 440,872
- 5,846
13,129,421 16,952,400
21,100,573 21,617,588
10,013,820 8,625,603
614,638 531,682
10,628,458 9,157,285
31,729,031 30,774,873

See accompanying notes to consolidated financial statements.



REHABILITATION HOSPITAL OF INDIANA, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS

Years ended December 31, 2016 and 2015

Unrestricted revenues:
Net patient service revenue
Other revenue
Net assets released from restrictions
Total unrestricted revenues

Expenses:

Salaries and wages

Employee benefits

Contract and purchased services

Supplies

Utilities and other

Depreciation and amortization

Interest

Provision for bad debts

Loss on extinguishment of debt
Total expenses

Operating income
Nonoperating gain:
Interest income
Gain in swap fair value
Loss on disposal of assets
Revenue in excess of expenses
Temporarily restricted net assets:
Contributions
Net assets released from restrictions
Change in temporarily restricted net assets

Change in net assets

Net assets, beginning of year

Net assets, end of year

016 015
$ 39,689,232 $ 37,912,450
1,802,328 1,526,802
487,486 458,392
41,879,046 39,897,644
20,130,947 18,841,150
7,055,176 5,958,600
5,627,401 5,412,169
2,597,563 2,634,661
2,833,011 2,599,652
1,566,950 1,478,277
342,600 347,440
542,139 1,065,506
213,905 -
40,809,692 38,337,455
1,069,354 1,560,189
32,958 18,391
285,905 197,231
- (71)
318.863 215,551
1,388,217 1,775,740
570,442 566,559
(487.486) (458.392)
82,956 108,167
1,471,173 1,883,907
9,157,285 7,273,378
$ 10,628,458 $ 9,157,285

See accompanying notes to consolidated financial statements.



REHABILITATION HOSPITAL OF INDIANA, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

Years ended December 31, 2016 and 2015

Operating activities:
Change in net assets
Adjustments to reconcile change in net assets
to net cash from operating activities,
Depreciation and amortization
Unrealized gain on investments
Loss on disposal of assets
Change in interest rate swap agreement
Loss on extinguishment of debt
Provision for bad debts
Change in operating assets and liabilities:
Patient accounts receivable
Inventories

Accounts payable and other accrued liabilities

Salaries, wages, and related liabilities
Estimated third-party settlements
Net cash from operating activities

Investing activities:
Purchases of property and equipment
Purchase of investments
Proceeds from sale of investments
Net cash used in investing activities

Financing activities:
Borrowings on long-term debt
Repayments on long-term debt
Principal payments on capital lease obligations
Payments for debt issuance costs
Net cash used in financing activities

Change in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Supplemental disclosure of cash flow information
Cash paid for interest

016 015

$ 1,471,173 $ 1,883,907
1,566,950 1,478,277
(9,626) (2,051)

- 71

(285,906) (197,231)
213,905 -
542,139 1,065,506
(433,599)  (1,406,808)
(95,285) 189,956
(125,945) 282,284
170,373 (852,109)
323,960 (381,776)
3,338,139 2,060,026
(804,922)  (1,193,118)

- (360)

- 5,138

(804,922) ~ (1,188,340)
14,235,000 -
(14,905,000) (615,000)
(27,823) (22,539)
(128,617) -
(826,440) (637,539)
1,706,777 234,147
8,386,014 8,151,867

$ 10,092,791 $ 8,386,014
$ 342,600 $ 347,440

See accompanying notes to consolidated financial statements.



REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

Organization: Rehabilitation Hospital of Indiana, Inc. (the "Hospital" or "RHI") operates a 91 bed,
freestanding specialty medical rehabilitation hospital located in Indianapolis, Indiana. The Hospital
provides short-term, comprehensive rehabilitation services to patients, and its programs are designed to
restore physical, cognitive and psychosocial functions following an incident of acute illness or trauma.
Inpatient and outpatient therapy and support services provided by the Hospital include physical and
occupational therapy, speech therapy, recreational therapy, activities of daily living, rehabilitation nursing,
psychology, and social services and cognitive retraining.

Not-for-profit corporations St. Vincent Health, Inc. and IU Health are the corporate members of the
Hospital. In accordance with the terms of the joint venture agreement, cash distributions from the Hospital
are shared by the joint venture partners, subject to certain cash flow restrictions. Additionally, the
agreement contains provisions for working capital loans and support of the Hospital upon mutual
agreement by the corporate members. The joint venture agreement was amended effective January 1,
2012 to modify RHI’'s membership interest to be held 51% by IU Health and 49% St. Vincent Healthcare,
Inc.

Included within the operations of the Hospital is Rehabilitation Hospital Foundation, Inc. (the "Foundation™)
which was established to promote and support the mission of the Hospital. The Hospital is the sole
corporate member of the Foundation. All significant intercompany accounts have been eliminated in
consolidation.

Basis _of Consolidation: The accompanying consolidated financial statements include the accounts of
Rehabilitation Hospital of Indiana, Inc. and Rehabilitation Hospital Foundation, Inc. (collectively referred to
as the "Hospital"). All transactions between affiliated organizations have been eliminated in consolidation.

Charity Care and Community Benefit: The Hospital provides medical care to all patients regardless of
their ability to pay. A patient is classified as charity care in accordance with certain established policies
and is provided care without charges or at amounts less than established rates. Because collection of
amounts determined to qualify as charity care is not pursued, such amounts are not reported as revenue.
Records are maintained to identify and monitor the level of charity care provided including the amount of
charges foregone for services and supplies furnished.

The Hospital provides certain services to benefit the community. These services (for which a nominal or
no amount is charged) include education programs, access to rehabilitative related support group classes,
transportation to patients in specially equipped vans, and assistance to patients and their families for the
submission of forms for insurance, financial counseling, and application to the Medicare and Medicaid
programs for health service coverage. The costs of these services are included in operating expenses.

During 2009, the Hospital began obtaining more complete household income information prior to
admission from patients who came as self-pay or Medicaid pending. This new process allowed the
Hospital to identify in advance patients that qualified for financial assistance and improved the
identification of charity cases rather than bad debt.

(Continued)



REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Hospital is required to use its direct and indirect costs of providing charity care as the measurement
basis for charity care disclosures. The estimated cost incurred by the Hospital to provide these services to
patients who are unable to pay was approximately $356,895 and $206,023 for 2016 and 2015,
respectively. The estimated cost of these charity care services was determined using a ratio of cost to
gross charges and applying that ratio to the gross charges associated with providing care to charity
patients for the period. Gross charges associated with providing care to charity patients includes only the
related charges for those patients who are financially unable to pay and qualify under the Hospital's charity
care policy and that do not otherwise qualify for reimbursement from a governmental program. During
2016 and 2015, the Hospital did not receive any funds to help defray the costs of indigent charity care.

Use of 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 the reported amounts of assets and liabilities and disclosure of contingent assets
and liabilities at the date of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.

Investment Securities: Investments in securities with readily determinable fair values and all investments
in debt securities are measured at fair value in the consolidated balance sheets. Investment income or
loss (including realized gains and losses on investments, interest, and dividends) is included in revenue in
excess of expenses unless the income or loss is restricted by donor or law. The Hospital has included the
change in unrealized gain on available-for-sale investments of $9,626 and $2,051 at December 31, 2016
and 2015, respectively, within interest income on the consolidated statements of operations and changes
in net assets.

Cash and cash equivalents held by brokerage firms are included in investments.

Cash _and Cash Equivalents: For the purpose of the consolidated statements of cash flows, cash
includes cash and cash equivalents with original maturities of 90 days or less. The Hospital places its
cash and cash equivalents with institutions with high credit quality. However, at certain times, such cash
and cash equivalents may be in excess of government-provided insurance limits.

Patient Accounts Receivable, Estimated Third-Party Settlements, and Net Patient Service Revenue:
Patient accounts receivable and net patient service revenue are reported at the estimated net realizable
amounts from patients, third-party payors and others for services rendered.

Estimated retroactive adjustments as provided by reimbursement agreements with certain third-party
payors are included with net patient service revenue and estimated third-party payor receivables or
payables. Retroactive adjustments are accrued on an estimated basis in the period the related services
are rendered and adjusted in future periods, as final settlements are determined.

(Continued)



REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Patient service revenue, net of contractual allowances and discounts (but before the provision for bad
debts), by major payor sources, is as follows:

December 31, 2016

Medicare Medicaid Blue Cross Other Payers Total

Gross patient charges $ 44,183,291 $ 7,404,473 $ 14,765,446 $ 25,712,881 $ 92,066,091
Contractual allowances
and discounts (30,176,875) (5,671,923) (6,141,572) (10,486,489) (52,476,859)

$ 14,006416 $ 1,732,550 $ 8,623,874 $ 15,226,392 §$ 39,589,232

December 31, 2015

—————————————

Medicare Medicaid Blue Cross Other Payers Total

Gross patient charges $ 42,192,405 $ 12,309,865 $ 15,160,178 $ 20,620,007 $ 90,282,455
Contractual allowances
and discounts (26,106,773) _(10,854,055) (6,565,436) (8,843,741) _(52,370,005)

$ 16,085,632 $ 1455810 §$ 8,594,742 $ 11,776,266 $ 37,912,450

The Hospital receives payment for services rendered from federal and state agencies (under the Medicare
and Medicaid programs), managed care health plans, commercial insurance companies, employers, and
patients. During the years ended December 31, 2016 and 2015, approximately 36% and 43%,
respectively, of the Hospital's net revenues related to patients participating in the Medicare program, 4%
and 5%, respectively, from the Medicaid program, and 21% and 25%, respectively, from a specific
managed care payor.

The Hospital recognizes that revenue and receivables from government agencies are significant to the
Hospital's operations, but does not believe that there are significant credit risks associated with these
governmental agencies. At December 31, 2016 and 2015, the Hospital has 36% and 46%, respectively,
of net accounts receivable due from Medicare, and 22% and 10%, respectively, of net accounts receivable
due from a specific managed care payor. The Hospital does not believe that there are any other
significant concentrations of revenues from any particular payor that would subject the Hospital to any
significant credit risks in the collection of its accounts receivable.

Allowance for Doubtful Accounts: The provision for bad debts is based upon management's assessment
of historical and expected collections of accounts receivable considering business and economic
conditions, trends in healthcare coverage, and other collection indicators. Accounts receivable are written
off and charged to the provision for bad debts after collection efforts have been made in accordance with
the Hospital's policies. Recoveries are treated as a reduction to the provision for bad debts.

Accounts receivable are reduced by an allowance for doubtful accounts. Periodically, management
assesses the adequacy of the allowance for uncollectible accounts based upon historical write-off
experience by major payor category.

Data about the major payor sources of revenue is analyzed to establish an appropriate allowance for
doubtful accounts and provision for bad debts. For receivables associated with services provided to
patients who have third-party coverage, contractually due amounts are analyzed and compared to actual
cash collected over time to enhance the quality of the estimate of the allowance for doubtful accounts and
the provision for bad debts (for example, for expected uncollectible deductibles and copayments on

(Continued)



REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

accounts for which the third-party payor has not yet paid, or for payors who are known to be having
financial difficulties that make the realization of amounts due unlikely). For receivables associated with
self-pay patients (which includes both patients without insurance and patients with deductible and
copayment balances due for which third-party coverage exists for part of the bill), a significant allowance
for doubtful accounts is recorded on the basis of historical experience, which indicates that many patients
are unable or unwilling to pay the portion of their bill for which they are financially responsible. An estimate
of the difference between contracted rates and amounts actually collected, after all reasonable collection
efforts have been exhausted, is charged to the provision for bad debts and credited to the allowance for
doubtful accounts.

Inventories: Inventories, are stated at the lower of cost or market, with cost determined by the first-in,
first-out (FIFO) method.

Property and Equipment and Depreciation: Property and equipment additions greater than $500 and with
a life of two or more years, including betterments of existing facilities, are recorded at cost. Property and
equipment are stated at cost less accumulated depreciation. Depreciation is provided by use of the
straight-line method over the estimated useful lives of the assets. When properties are retired or
otherwise disposed of, the appropriate accounts are relieved of cost and accumulated depreciation, and
any resulting gain or loss is recognized.

Long-lived assets, such as buildings and improvements, and equipment, are reviewed for impairment
whenever events or changes in circumstances indicate that the carrying amount of an asset may not be
recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying
amount of an asset to estimated undiscounted future cash flows expected to be generated by the asset. If
the carrying amount of an asset exceeds its estimated future cash flows, an impairment charge is
recognized by the amount by which the carrying amount of the asset exceeds the fair value of the asset.
Assets to be disposed of would be separately presented in the consolidated balance sheets and reported
at the lower of the carrying amount or fair value less costs to sell, and are no longer depreciated. The
assets and liabilities of a disposed group classified as held for sale would be presented separately in the
appropriate asset and liability sections of the consolidated balance sheets as well.

The assets' estimated lives used in computing depreciation are as follows:

Buildings and improvements 5-30 years
Equipment 3 - 15 years

Debt_Issuance Costs: Costs incurred in connection with the issuance of debt are capitalized and
amortized by the effective-yield method, over the term of the related debt. Debt issuance costs of
$320,000 were incurred during 2011 related to the Series 2011 term bonds. Accumulated amortization of
deferred financing costs at December 31, 2016 and 2015 is $4,586 and $107,185, respectively. During
2016, the Series 2011 bonds were extinguished, when the debt was amended. As a result of early
extinguishment, the unamortized debt issuance costs of $213,905, relating to bond issue, were written off
in 2016. Amortization expense for the years ending December 31, 2016 and 2015 is $4,586 and $24,418.

The Hospital adopted ASU 2015-03, Interest - Imputation of Interest (Subtotal 835-30): Simplifying the
Presentation of Debt Issuance Costs. See Note 6.

(Continued)



REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

Derivative and Hedging: The Hospital entered into an interest swap agreement with a financial institution
to fix the rate on the bonds that are discussed more fully in Note 6. The Hospital accounts for this
arrangement under ASC 815-10 as a cash flow hedge, which is not deemed effective. Accordingly, the
value of the derivative at December 31, 2016 and 2015 has been reflected at fair value on the
consolidated balance sheets with the offset being reflected in operating expenses.

Medical Malpractice: The Hospital maintains medical malpractice insurance coverage on a claims-made
basis. The Indiana Medical Malpractice Act provides for a maximum recovery of $750,000 per occurrence
for professional liability, $250,000 of which would be paid through malpractice insurance coverage which
the Hospital obtains through IU Health Risk Retention Group and the balance would be paid by the State
of Indiana Patient Compensation Fund. At December 31, 2016, the Hospital is not aware of any specific
material claims that would not be covered by its insurance carriers. The Hospital has estimated an
incurred but not reported liability for $78,800 and $80,400 at December 31, 2016 and 2015, respectively,
which is included in accounts payable and other accrued liabilities.

Revenue in Excess of Expenses: The consolidated statements of operations includes the revenue in
excess of expenses as the performance indicator. Changes in net assets that are excluded from revenue
in excess of expenses, consistent with industry practice, include contributions of long-lived assets
(including assets acquired using contributions which, by donor restriction, were to be used for the
purposes of acquiring such assets).

Contributions: Unconditional donor pledges to give cash, marketable securities, and other assets are
reported at fair value at the date the pledge is made to the extent estimated to be collectible by the
Hospital. Conditional donor promises to give and indications of intentions to give are not recognized until
the condition is satisfied. Pledges received with donor restrictions that limit the use of the donated assets
are reported as either temporarily or permanently restricted support. When a donor restriction expires,
that is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily
restricted net assets are transferred to unrestricted net assets and reported as unrestricted revenue in the
statement of operations. Pledges and gifts received with a donor restriction that is satisfied in the same
year that the pledge or gift is made are recorded as unrestricted revenue in the statement of operations.

Description of Net Assets: Net assets are classified into categories based upon the presence or absence
of donor restrictions. Temporarily restricted net assets are those whose use by the Hospital has been
limited by donors to a specific time period or purpose. These funds are primarily restricted to chaplaincy,
employee loans, patient assistance, research and sports programs. All other assets are considered
unrestricted.

Income Taxes and Uncertain Tax Positions: The Hospital is a not-for-profit corporation pursuant to
Section 501(c)(3) of the Internal Revenue Code and is exempt from income taxes on related income
pursuant to Section 501(a). Accordingly, no provision for income taxes is required for the Hospital in the
consolidated financial statements.

A tax position is recognized as a benefit only if it is “more likely than not” that the tax position would be
sustained in a tax examination, with a tax examination being presumed to occur. The amount recognized
is the largest amount of tax benefit that is greater than 50% likely of being realized on examination. For
tax positions not meeting the “more likely than not” test, no tax benefit is recorded.

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

The Hospital is no longer subject to examination by U.S. federal taxing authorities for years before 2009
and for all state income taxes through 2011. The Hospital does not expect the total amount of
unrecognized tax positions to significantly change in the next 12 months. The Hospital would recognize
interest and/or penalties related to income tax matters in income tax expense. The Hospital has no
amounts accrued for interest or penalties as of December 31, 2016 and 2015.

Advertising Costs: The Hospital expenses advertising costs as incurred. Advertising costs for the years
ended December 31, 2016 and 2015 were $242,294 and $32,472, respectively.

Fair Value of Financial Instruments: The Hospital's carrying amount for its financial instruments, which
include cash, accounts receivable, investments, accounts payable, liabilities associated with the interest
rate swap, and long-term debt at December 31, 2016 and 2015 are carried at their estimated fair values.
The estimated fair value amounts have been determined by the Hospital using available market
information and appropriate valuation methodologies. Considerable judgment is required in interpreting
market data and developing these estimates.

Adoption of New Accounting Standards: In May 2014, the FASB issued ASU No. 2014-09, Revenue from
Contracts with Customers (Topic 606). This ASU affects any entity that either enters into contracts with
customers to transfer goods or services or enters into contracts for the transfer of nonfinancial assets
unless those contracts are within the scope of other standards (e.g. insurance contracts or lease
contracts). This ASU will supercede the revenue recognition requirements in Topic 605, Revenue
Recognition, and most industry-specific guidance. The core principle of the guidance is that an entity
should recognize revenue to depict the transfer of promised goods or services to customers in an amount
that reflects the consideration to which the entity expects to be entitled in exchange for those goods or
services. The amendments in this ASU are effective retrospectively for fiscal years beginning after
December 15, 2018. The amendment is effective for fiscal years beginning after December 15, 2017 for
public entities and not-for-profit entities that has issued conduit debt. The Hospital has not yet
implemented this ASU or determined the impact of adoption.

In February 2016, the FASB issued ASU 2016-02 (Topic 842): Leases. The amendment requires any
entity that enters into a lease agreement to recognize a lease right-of-use asset along with a lease liability
for the lease payments in the statement of financial position. When measuring assets and liabilities
arising from a lease, a lease should include payments to be made in the optional periods only if the lessee
is reasonable certain to exercise an option to extend the lease or not to exercise an option to terminate the
lease. For leases with a term of 12 months or less, a leasee is permitted to make an accounting policy
election to not recognize lease assets and lease liabilities. The amendment is effective for fiscal years
beginning after December 15, 2018 for public entities and not-for-profit entities that has issued conduit
debt. All other entities should apply the guidance to annual reporting periods beginning after December
15, 2019, with early adoption permitted. The Hospital has not yet implemented this ASU or determined
the impact of adoption.

In August 2016, the FASB issued ASU 2016-14 (Topic 958): Presentation of Financial Statements of Not-
For-Profit Entities. The amendment requires entities to present two classes of net assets, rather than the
current three classes on the statement of financial position and on the face of the statement of activities
the amount of the change in each of the two classes, provide enhanced disclosures about the amounts
and purposes of governing board designations, appropriations, and similar actions that result in self-
imposed limits on the use of resources without donor-imposed restrictions and composition of net assets
with donor restrictions and how the restrictions affect the use of the resources, qualitative information that
communicates how a not-for-profit manages its liquid resources, quantitative information that
communicates the availability of financial assets at the balance sheet date to meet cash needs, amounts

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 1 - ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (Continued)

of expenses by both their natural classification and their functional classification, and the method(s) used
to allocate costs among program and support functions. This amendment is effective for annual financial
statements issued for fiscal years beginning after December 15, 2017 with early adoption permitted. The
Hospital has not yet implemented this ASU or determined the impact of adoption.

Reclassifications: Certain reclassifications have been made to present last year's financial statements on
a basis comparable to the current year's financial statements. These reclassifications had no effect on the
change in net assets or total net assets.

Subsequent Events: Management has performed an analysis of the activities and transactions
subsequent to December 31, 2016 to determine the need for any adjustments to and/or disclosures within
the financial statements for the year ended December 31, 2016. Management has performed their
analysis through April 17, 2017, the date the financial statements were issued.

NOTE 2 - NET PATIENT SERVICE REVENUE

The Hospital has agreements with third-party payors that provide for payments to the Hospital at amounts
different from established rates. Contractual arrangements with the Medicare program provide for
inpatient and certain outpatient services to be paid based on the Rehabilitation Inpatient Prospective
Payment System. Reimbursement for Medicaid services is paid on a per diem basis and per occasion of
service for inpatient and outpatient services, respectively. For cost reimbursed programs, the Hospital is
reimbursed at a tentative rate with final settlement determined after submission of annual cost reports by
the Hospital and audits thereof by the fiscal intermediaries. Estimates have been made for retroactive
adjustments for open cost reports through December 31, 2016.

The Hospital has also entered into payment agreements with certain commercial insurance carriers,
health maintenance organizations, and preferred provider organizations.

Certain payments from third-party payors, particularly the state Medicaid program, are subject to pre-
certification for medical necessity and use varying and complex methodologies in determining payment
and other factors. Laws and regulations governing the Medicare and Medicaid programs are complex and
subject to interpretation. The Hospital believes that it is in compliance with all applicable laws and
regulations and is not aware of any pending or threatened investigations involving allegations of potential
wrongdoing. While no such regulatory inquiries have been made, compliance with such laws and
regulations can be subject to future government review and interpretation as well as significant regulatory
action including fines and penalties from the Medicare and Medicaid programs.

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 3 - FUNCTIONAL EXPENSES

The Hospital provides rehabilitative health care services to patients in central Indiana. Functional
expenses categorized by their natural classification for the years ended December 31 are as follows:

016 2015
Rehabilitative services $ 38,072,044 $ 35,739,120
General and administrative 2,609,930 2,383,406
Fundraising 127,718 214,929

$ 40,809,692 §$ 38,337,455

NOTE 4 - INVESTMENTS

The following are the major types of investments held by the Hospital at December 31:

2016 2015
Cost Fair Value Cost Fair Value
Money market funds $ 74,538 $ 74,607 $ 74,538 $ 74,538
Treasury bills 3,001,030 3,009,179 2,999,216 2,999,601
Equity funds 4,417 4,673 4,589 4,417
Equities 21,130 20,853 20,026 21,130

$ 3101115 $ 3,109,312 § 3,098369 §$ 3,099,686

Investment earnings are composed of the following for the years ended December 31:

016 2015
Interest and investment income $ 32,958 $ 18,391
Change in unrealized gain 9,626 2,051

$ 42584 $ 20,442

NOTE 5 - LINE OF CREDIT

At December 31, 2016 and 2015, the Hospital had an available line of credit of $1,000,000. There were
no amounts borrowed on the line of credit as of December 31, 2016 and 2015, respectively. Interest is
payable at LIBOR rate plus 0.85% (1.43% and 1.13% at December 31, 2016 and 2015, respectively).
This line is secured by guarantees of corporate member Hospitals and upon the sixth amendment, dated
June 29, 2016 an annual fee is payable quarterly at .10% of the maximum principal amount available.
The line expires in June 2019. The agreement also contains various loan covenants. At December 31,
2016 and 2015, the Hospital was in compliance with all covenants.

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 6 - LONG-TERM DEBT

Long-term debt consists of the following:

2016 2015
Indiana Health Facility Financing Authority Adjustable
Convertible Extendible Securities Hospital Revenue
Bonds, Series 2011 Term Bonds, payable through
November 2031, subject to mandatory redemption.
Interest payable month at variable rate of 0.01% at
December 31, 2015 which amended to a fixed rate of
2.22% as of December 31, 2016. $ 13,695,000 $ 14,365,000
IU Health:

Subordinated promissory note. Lump sum payment

due July 2017. Interest is payable quarterly at

variable rates (0.44% and 0.19% at December 31,

2016 and 2015, respectively). 1,500,000 1,500,000
St. Vincent's Hospital:

Subordinated promissory note. Lump sum payment

due July 2017. Interest is payable quarterly at

variable rates (0.44% and 0.19% at December 31,

2016 and 2015, respectively). 1,500,000 1,500,000
Less unamortized bond issuance costs - Series 2011 110,992 209,318
Less current portion of long-term debt 3,695,000 650,000

$ 12,889,008 $ 16,505,682
Scheduled annual maturities of long-term debt are as follows:
2017 $ 3,695,000
2018 740,000
2019 785,000
2020 840,000
2021 10,524,008
$ 16,584,008

(Continued)



REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 6 - LONG-TERM DEBT (Continued)

Recently Adopted Accounting Guidance: In April 2015, the FASB issued ASU 2015-03, Interest -
Imputation of Interest (Subtopic 835-30): Simplifying the Presentation of Debt Issuance Costs to simplify
the presentation of debt issuance costs by requiring that debt issuance costs related to a recognized debt
liability be presented in the balance sheet as a direct reduction from the carrying amount of that debt
liability. The amendments in this ASU are effective for fiscal years years beginning after December 15,
2015, with early adoption permitted. Debt issuance costs of $128,617 and $320,000 as of December 31,
2016 and 2015, respectively, have been reclassified from other long term assets to "Long-term debt, less
current portion" within the balance sheet as of December 31, 2016 and 2015 reducing total assets and
long-term debt. The recognition and measurement guidance for debt issuance costs are not effected by
the amendments in this ASU.

During November 2011, the Hospital, through the Indiana Health Facility Financing Authority, issued
$16,420,000 of Series 2011 Bonds. The proceeds from the bond issuance were used to pay the
remaining balance outstanding on the Series 1990 Bonds, with the remainder of the proceeds established
for future capital improvement projects of the Hospital.

The interest rate on the Series 2011 Bonds is determined on a weekly basis, payable on the first business
day of each calendar month. As provided in the various bond agreements, the interest rate determination
is subject to conversion to other interest modes, which determine the frequency dates, and calculation of
interest payables. The Hospital and Rate-Setting Agent can change to another interest mode by giving
notice. In addition, bondholders of the Series 2011 Bonds have the option to present the bonds for
purchase to the Remarketing Agent at various times during the year. An agreement with a commercial
bank has been entered into to provide liquidity support up to the aggregate principal amount plus accrued
interest should any bonds, presented by bondholders for purchase, not be remarketed.

In addition, the agreement provides an irrevocable letter of credit as security for the payment of principal
and interest when due on the Series 2011 Bonds. The letter of credit's expiration date is November 9,
2016. A reimbursement agreement was entered into on November 1, 2011 between the Hospital and a
commercial bank which sets forth a term out provision available to the hospital upon expiration of the letter
of credit. If no event of default occurs then the commercial bank has agreed to make a stated expiration
liquidity advance on the expiration date of the letter of credit in order to pay the purchase price of the
Series 2011 Bonds tendered. Per the terms of the Reimbursement Agreement, the Hospital will repay this
advance within 3 years in equal quarterly principal payments commencing 367 days after the advance has
occurred. A liquidity advance has not been made through the audit report date. The Hospital's obligation
to repay amounts drawn using the letter of credit has been guaranteed severally, but not jointly, by related
parties of the corporate members. Except as permitted by the Master Trust Indenture, the Hospital may
not grant a mortgage or make a specific pledge of its revenue. In addition, the various agreements
contain certain restrictive covenants including minimum debt service coverage ratios and limitations on
additional borrowings. The Hospital was in compliance with their debt covenants as of December 31,
2016 and 2015.

In October 2016, the Hospital entered into an amendment with the existing Series 2011 Bonds. The
amendment converted the interest rate to a 2.22% fixed rate effective October 31, 2016. No letter of
credit requirement is included within the amendment.

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 6 - LONG-TERM DEBT (Continued)

In June, 2010, the Hospital received $3,000,000 ($1,500,000 from each corporate member) and signed
subordinated promissory notes to pay back these borrowed amounts on the maturity date of July 1, 2017.
The notes bear interest at the 28 day Treasury bill rate (0.44% and 0.19% at December 31, 2016 and
2015, respectively). Interest only payments are due beginning July 1, 2010 and continue quarterly until the
funds are re-paid in full. The subordinated promissory notes include certain payment provisions that
restrict the payment of interest on these notes until all amounts due for interest and principal sinking fund
requirements are paid first related to the Second Amended Reimbursement Agreement related to the
Indiana Hospital Authority Series 1990 Bonds.

Interest Rate Swap: In January 2006, the Hospital entered into an interest rate swap arrangement to fix
the interest rate to better estimate future cash flows and reduce interest rate risk with a notional amount of
$11,900,000. The arrangement requires the Hospital to pay interest at a fixed rate of 3.98%, and receive
payments from the financial institution based on the Securities Industry and Financial Markets Association
municipal bond market index until the arrangement expires in November 2020. The spread paid by the
Hospital is based upon the achievement of certain financial ratios. The fair value of this agreement
amounted to a liability of $438,839 and $724,745 at December 31, 2016 and 2015, respectively. The gain
of $285,905 and $197,231 for 2016 and 2015, respectively, related to this arrangement is included in
operating expenses.

Capital Lease Obligations: The Hospital has entered into various capital lease agreements for equipment.
Monthly lease payments range from $617 to $2,113, including interest. The lease obligations end at
various times through July 2017.

The following is a summary of property held under capital lease:

016 015
Equipment $ 119,275 $ 119,275
Accumulated depreciation (115,621) (87,798)

$ 3654 $ 31477

Future minimum payments on the capital leases are as follows:

2017 $ 5912
Total minimum lease payments 5,912
Amount representing interest (2,258)
Present value of future minimum lease
payments (current portion of $3,654) $ 3.654
(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 7 - FAIR VALUE

ASC 820-10 defines fair value as the price that would be received for an asset or paid to transfer a liability
(an exit price) in the Hospital's principal or most advantageous market for the asset or liability in an orderly
transaction between market participants on the measurement date.

The Hospital determines the fair values of its investments and derivative contracts based on the fair value
hierarchy established in ASC 820-10, which requires an entity to maximize the use of observable inputs
and minimize the use of unobservable inputs when measuring fair value. Observable inputs are inputs
that reflect the assumptions market participants would use in pricing the asset or liability developed based
on market data obtained from sources independent of the reporting entity. Unobservable inputs are inputs
that reflect the Hospital's own assumptions based on market data and on assumptions that market
participants would use in pricing the asset or liability developed based on the best information available in
the circumstances. The Standard describes three levels within its hierarchy that may be used to measure
fair value:

Level 1 Inputs:  Quoted prices (unadjusted) for identical assets or liabilities in active markets that
the entity has the ability to access as of the measurement date.

Level 2 Inputs:  Significant other observable inputs other than Level 1 quoted prices such as
quoted prices for similar assets or liabilities; quoted prices in markets that are not
active; or other inputs that are observable or can be corroborated by observable
market data.

Level 3 Inputs:  Significant unobservable inputs that reflect a reporting entity's own assumptions
about the assumptions that market participants would rise in pricing an asset or
liability.

The fair value of the equity securities and money market funds, are determined based upon quoted and
readily available market prices and are subject to fluctuation in market conditions. As such, fair values
can be verified utilizing quoted market prices and do not involve significant management judgments (Level
1 inputs). The values of treasury bills were determined by obtaining quoted prices, however, due to less
active markets these items were classified as Level 2 inputs, according to generally accepted accounting
standards in the United States of America.

The derivative instruments consist of the interest rate swap. The fair value of the derivative is determined
based on the relative values of the fixed and floating rate portions of the interest rate contract. The
valuation model utilized involves current interest rates, projected yield curves and volatility factors to
determine the fair value of the instruments as of the date of measurement. As such, significant fair value
inputs can generally be verified and do not involve significant management judgments (Level 2 inputs).

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 7 - FAIR VALUE (Continued)

The following tables present the Hospital's assets and liabilities measured at fair value on a recurring
basis under ASC 820-10 at December 31:

Fair Value Measurements for 2016 and 2015

(Level 1) (Level 2) (Level 3) Total
016
Assets:
Money market
funds $ 74538 $ - 3 - $ 74,538
Treasury bills - 3,001,030 - 3,001,030
Equity funds 4,417 - - 4,417
Equities 21,130 - - 21,130
Total investments 100,085 3,001,030 - 3,101,115
Total assets $ 100,085 $ 3,001,030 $ - $§ 3101115
Liabilities:
Interest rate swap $ - $ 438,839 §$ - $ 438,839
015
Assets:
Money market
funds $ 74538 $ - 93 - $ 74,538
Treasury bills - 2,999,601 - 2,999,601
Equity funds 4,417 - - 4,417
Equities 21,130 - - 21,130
Total investments 100,085 2,999,601 - 3,099,686
Total assets $ 100,085 $ 2999601 $ - $ 3,099,686
Liabilities:
Interest rate swap $ - $ 724,745 $ - $ 724,745

NOTE 8 - RETIREMENT PLAN

The Hospital has established a defined contribution retirement plan (the Plan) which covers substantially
all employees; however, there are different provisions for the discretionary contribution and the matching
contribution, as defined separately below.

For an employee to be eligible for the discretionary contribution component of the Plan, the employee
must have worked at least 1,000 hours in the last 12 months and have been employed a minimum of one
year as of December 31. This plan exercises a "cliff" vesting schedule, where employees are not vested
until they have reached three years of service (effective January 1, 2007), at which time they are fully
vested.

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 8 - RETIREMENT PLAN (Continued)

For the 401(k) matching component of the Plan, the employee is not eligible for the match until one year of
service is achieved. The employee is immediately 100% vested in the employer matching component of
the Plan.

Contributions by the Hospital for the 401(k) matching contribution are based on the employees' annual
earnings. Contributions of $523,757 and $507,244 were expensed in 2016 and 2015, respectively.

NOTE 9 - RELATED PARTY TRANSACTIONS

The Hospital contracts with affiliates of IU Health, St. Vincent Health, and United Hospital Services for
various services. Fees for laundry, linen, laboratory, insurance, physician services and overlap payments
amounted to $1,014,915 and $861,602 in 2016 and 2015, respectively. Included in the 2016 and 2015
accrued expenses are fees of $696,827 and $855,403.

As discussed more fully in Note 6, the Hospital's two corporate members loaned $3,000,000 to the
Hospital in June of 2010. The notes are due and payable in July of 2017 and are included in current
portion of long-term debt as of December 31, 2016.

NOTE 10 - EMPLOYEE HEALTH BENEFIT PLAN

The Hospital participates in a self-funded health insurance plan covering substantially all employees.
Covered services include medical benefits and prescription drugs. The plan has annual reinsurance
coverage for a maximum eligible claim expense per incident per covered person in excess of $165,000 for
the first incident, and $125,000 for each subsequent incident per covered person, and a maximum
aggregate per covered person in excess of an attachment point of approximately $1,900,000. The
Hospital recorded a provision for claims incurred but not reported, which amounted to $443,773 and
$388,841 at December 31, 2016 and 2015 respectively, and is included in employee benefits. Expenses
of the plan for 2016 and 2015 were $3,112,211 and $2,137,542, respectively. The plan includes four
claimants who exceeded the stop-loss during 2016 and two claimants who exceeded the stop loss during
2015. The Hospital has not recorded a re-insurance receivable related to these claims as of
December 31, 2016 and 2015.

NOTE 11 - OPERATING LEASES

The Hospital leases facilities and equipment under operating leases expiring at various dates through
December 2021. Total rental expense in 2016 and 2015 for all operating leases was $580,696 and
$584,941, respectively. The following is a schedule by year of future minimum lease payments under
operating leases as of December 31, 2016, that have initial or remaining lease terms in excess of one
year.

2017 $ 285694
2018 285,694
2019 270,431
2020 270,431
2021 270,431
$ 1,382,681

(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
December 31, 2016 and 2015

NOTE 12 - CONTINGENCIES

The Hospital is the defendant in certain litigation arising in the ordinary course of business. In the opinion
of management, such items are adequately covered by insurance or their ultimate outcome will not have a
material impact on the financial position of the Hospital.

NOTE 13 - NON-COMPETE AGREEMENT

As part of the joint venture agreement to form the Hospital, the corporate members entered into a non-
compete agreement in effect for the term of the joint venture and for a period of thirty-six months after its
termination. The non-compete agreement prohibits the members, directly or indirectly, from providing
adult inpatient rehabilitation medicine services or outpatient rehabilitation services that compete with
services provided by the Hospital within Marion and contiguous counties. The joint venture was amended
effective January 1, 2012 to authorize St. Vincent Healthcare, Inc., to operate an inpatient rehabilitation
unit with the specification that RHI will manage the unit.

20.
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REHABILITATION HOSPITAL OF INDIANA, INC.
CONSOLIDATING BALANCE SHEETS
December 31, 2016

Total Before

RHI Foundation Eliminations Eliminations = Consolidated
ASSETS
Current assets:
Cash and cash equivalents $ 9,901,106 $ 191,685 $ 10,092,791 $ - $ 10,092,791
Patient accounts receivables, less allowance for doubtful
accounts of $1,674,179 6,362,321 - 6,362,321 - 6,362,321
Inventories 254,855 - 254,855 - 254,855
Prepaid expenses and other current assets 911,857 240,624 1,152,481 - 1,152,481
Investments 3,009,179 100,133 3,109,312 - 3,109,312
Total current assets 20,439,318 532,442 20,971,760 - 20,971,760
Property and equipment:
Land 2,226,943 - 2,226,943 - 2,226,943
Buildings and improvements 15,257,039 - 15,257,039 - 15,257,039
Equipment 15,054,850 86,473 15,141,323 - 15,141,323
Construction-in-progress 381,041 - 381,041 - 381,041
32,919,873 86,473 33,006,346 - 33,006,346
Less accumulated depreciation 22,779,954 71,595 22,851,549 - 22,851,549
Property and equipment, net 10,139,919 14,878 10,154,797 - 10,154,797
Other assets:
Land held for expansion 602,474 - 602,474 - 602,474
Due from foundation 740,507 - 740,507 (740,507) -
Total other assets 1,342,981 - 1,342,981 (740,507) 602,474
Total assets $ 31922218 § 547,320 $ 32,469,538 $  (740,507) $ 31,729,031
(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.

CONSOLIDATING BALANCE SHEETS

December 31, 2016

Total Before

RHI Foundation Eliminations Eliminations = Consolidated
LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and other accrued liabilities $ 1,883,652 $ 35,468 1,919,120 - $ 1,919,120
Salaries, wages, and related liabilities 1,711,496 - 1,711,496 - 1,711,496
Accrued interest 94,308 - 94,308 - 94,308
Current portion of capital lease obligation 3,654 - 3,654 - 3,654
Current portion of long-term debt 3,695,000 - 3,695,000 - 3,695,000
Third-party settlements 349,148 - 349,148 - 349,148
Current portion of interest rate swap 198,426 - 198,426 - 198,426
Total current liabilities 7,935,684 35,468 7,971,152 - 7,971,152
Due to Hospital - 740,507 740,507 (740,507) -
Long-term debt 12,889,008 - 12,889,008 - 12,889,008
Interest rate swap liability 240,413 - 240,413 - 240,413
13,129,421 740,507 13,869,928 (740,507) 13,129,421
Total liabilities 21,065,105 775,975 21,841,080 (740,507) 21,100,573
Net assets:
Unrestricted 10,857,113 (843,293) 10,013,820 - 10,013,820
Temporarily restricted - 614,638 614,638 - 614,638
Total net assets 10,857,113 (228,655) 10,628,458 - 10,628,458

Total liabilities and net assets

$ 31922218 §

547,320 $ 32,469,538 $

(740,507) $ 31,729,031
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REHABILITATION HOSPITAL OF INDIANA, INC.
CONSOLIDATING BALANCE SHEETS
December 31, 2015

Total Before

RHI Foundation Eliminations Eliminations = Consolidated
ASSETS
Current assets:
Cash and cash equivalents $ 8,100,541 $ 285473 $ 8,386,014 $ - $ 8,386,014
Patient accounts receivables, less allowance for doubtful
accounts of $1,505,060 6,470,861 - 6,470,861 - 6,470,861
Inventories 228,165 - 228,165 - 228,165
Prepaid expenses and other current assets 747,149 336,737 1,083,886 - 1,083,886
Investments 3,000,601 99,085 3,099,686 - 3,099,686
Total current assets 18,547,317 721,295 19,268,612 - 19,268,612
Property and equipment:
Land 2,210,845 - 2,210,845 - 2,210,845
Buildings and improvements 15,095,871 - 15,095,871 - 15,095,871
Equipment 14,380,260 77,821 14,458,081 - 14,458,081
Construction-in-progress 423,588 - 423,588 - 423,588
32,110,564 77,821 32,188,385 - 32,188,385
Less accumulated depreciation 21,215,738 68,860 21,284,598 - 21,284,598
Property and equipment, net 10,894,826 8,961 10,903,787 - 10,903,787
Other assets:
Land held for expansion 602,474 - 602,474 - 602,474
Due from foundation 855,403 - 855,403 (855,403) -
Total other assets 1,457,877 - 1,457 877 (855,403) 602,474
Total assets $ 30,900,020 $ 730,256 $ 31,630,276 $  (855,403) $ 30,774,873
(Continued)
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REHABILITATION HOSPITAL OF INDIANA, INC.
CONSOLIDATING BALANCE SHEETS
December 31, 2015

LIABILITIES AND NET ASSETS
Current liabilities:
Accounts payable and other accrued liabilities
Salaries, wages, and related liabilities
Accrued interest
Current portion of capital lease obligation
Current portion of long-term debt
Third-party settlements
Current portion of interest rate swap
Total current liabilities

Due to Hospital
Long-term debt

Interest rate swap liability
Capital lease obligation

Total liabilities
Net assets:
Unrestricted

Temporarily restricted
Total net assets

Total liabilities and net assets

Total Before

RHI Foundation Eliminations Eliminations = Consolidated

$ 2003245 §$ 41,820 $ 2,045,065 - $ 2,045,065
1,541,123 - 1,541,123 - 1,541,123
94,308 - 94,308 - 94,308
25,631 - 25,631 - 25,631
650,000 - 650,000 - 650,000
25,188 - 25,188 - 25,188
283,873 - 283,873 - 283,873
4,623,368 41,820 4,665,188 - 4,665,188

- 855,403 855,403 (855,403) -

16,505,682 - 16,505,682 - 16,505,682
440,872 - 440,872 - 440,872
5,846 - 5,846 - 5,846
16,952,400 855,403 17,807,803 (855,403) 16,952,400
21,575,768 897,223 22,472,991 (855,403) 21,617,588
9,324,252 (698,649) 8,625,603 - 8,625,603

- 531,682 531,682 - 531,682

9,324,252 (166,967) 9,157,285 - 9,157,285

$ 30,900,020 $ 730,256 $ 31,630,276 $  (855,403) $ 30,774,873
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CONSOLIDATING STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS
Year ended December 31, 2016

REHABILITATION HOSPITAL OF INDIANA, INC.

Unrestricted revenues:
Net patient service revenue
Other revenue
Donated services
Net assets released from restrictions
Total unrestricted revenues
Expenses:
Salaries and wages
Employee benefits
Contract and purchased services
Supplies
Utilities and other
Depreciation and amortization
Interest
Provision for bad debts
Loss on extinguishment of debt
Total expenses

Operating income/(loss)

Nonoperating gain:
Interest income
Gain in swap fair value

Excess/(deficiency) of revenues over expenses

Temporarily restricted net assets:
Contributions
Net assets released from restrictions
Change in temporarily restricted net assets

Change in net assets

Net assets, beginning of year

Net assets at end of year

Total Before

RHI Foundation Eliminations Eliminations  Consolidated

$ 39,589,232 - $ 39,589,232 $ - $ 39,589,232
1,738,522 63,806 1,802,328 - 1,802,328
- 347,789 347,789 (347,789) -

- 487,486 487,486 - 487,486
41,327,754 899,081 42,226,835 (347,789) 41,879,046
19,873,736 374,660 20,248,396 (117,449) 20,130,947
7,024,378 30,798 7,055,176 - 7,055,176
5,236,325 521,416 5,757,741 (230,340) 5,527,401
2,572,969 24,594 2,597,563 - 2,597,563
2,743,104 89,907 2,833,011 - 2,833,011
1,564,215 2,735 1,566,950 - 1,566,950
342,600 - 342,600 - 342,600
542,139 - 542,139 - 542,139
213,905 - 213,905 - 213,905
40,113,371 1,044,110 41,157,481 (347,789) _ 40,809,692
1,214,383 (145,029) 1,069,354 - 1,069,354
32,573 385 32,958 - 32,958
285,905 - 285,905 - 285,905
318,478 385 318,863 - 318,863
1,532,861 (144,644) 1,388,217 - 1,388,217
- 570,442 570,442 - 570,442

- (487,486) (487,486) - (487,486)

- 82,956 82,956 - 82,956
1,532,861 (61,688) 1,471,173 - 1,471,173
9,324,252 (166.,967) 9,157,285 - 9,157,285
$ 10,857,113 (228,655) $ 10,628,458 $ - $ 10,628,458
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CONSOLIDATING STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS
Year ended December 31, 2015

REHABILITATION HOSPITAL OF INDIANA, INC.

Unrestricted revenues:
Net patient service revenue
Other revenue
Donated services
Net assets released from restrictions
Total unrestricted revenues

Expenses:
Salaries and wages
Employee benefits
Contract and purchased services
Supplies
Utilities and other
Depreciation and amortization
Interest
Provision for bad debts
Total expenses

Operating income/(loss)

Nonoperating gain:
Interest income
Gain in swap fair value
Gain (loss) on disposal of assets

Excess/(deficiency) of revenues over expenses

Temporarily restricted net assets:
Contributions
Net assets released from restrictions
Change in temporarily restricted net assets

Change in net assets

Net assets, beginning of year

Net assets at end of year

Total Before

RHI Foundation Eliminations Eliminations  Consolidated

$ 37,912,450 $ - $37,912450 $ - $ 37,912,450
1,447,796 79,006 1,526,802 - 1,526,802

- 355,183 355,183 (355,183) -

- 458,392 458,392 - 458,392
39,360,246 892,581 40,252,827 (355,183) 39,897,644
18,548,068 427,194 18,975,262 (134,112) 18,841,150
5,915,535 43,065 5,958,600 - 5,958,600
5,112,567 520,673 5,633,240 (221,071) 5,412,169
2,608,633 26,028 2,634,661 - 2,634,661
2,529,402 70,250 2,599,652 - 2,599,652
1,475,542 2,735 1,478,277 - 1,478,277
347,440 - 347,440 - 347,440
1,065,506 - 1,065,506 - 1,065,506
37,602,693 1,089,945 38,692,638 (355,183) _ 38,337,455
1,757,553 (197,364) 1,560,189 - 1,560,189
17,934 457 18,391 - 18,391
197,231 - 197,231 - 197,231
(71) - (71) - (71)
215,094 457 215,551 - 215,551
1,972,647 (196,907) 1,775,740 - 1,775,740
- 566,559 566,559 - 566,559

- (458,392) (458.392) - (458.392)

- 108,167 108,167 - 108,167
1,972,647 (88,740) 1,883,907 - 1,883,907
7,351,605 (78,227) 7,273,378 - 7,273,378
$ 9324252 $ (166,967) $ 9,157,285 § - $§ 9,157,285
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