
 
 
 
SPECIAL 
AUDIT COMMITTEE MEETING       October 20, 2016    
AGENDA 

4:00 P.M. 
 

125 Worth Street,  
Rm. 532 
5th Floor Board Room 

 
 
CALL TO ORDER        Ms. Emily A. Youssouf 
 
 
 
INFORMATION ITEMS 
 

 Fiscal Year 2016 Draft Financial Statements    PV Anatharam/ 
and Related Notes       James Linhart 
 

 Fiscal Year 2016 Report to the Audit Committee   Ms. Maria Tiso, Partner 
          KPMG 
 
 
 
OLD BUSINESS 
 
 
 
NEW BUSINESS 
 
 
 
ADJOURNMENT 
 

 
 
 
 
 
 
 
 
 
 

 
NYC Health + Hospitals 
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With you today
Maria Tiso
Lead Engagement 
Partner

Mike Breen
Engagement Partner

Joe Bukzin 
Engagement 
Senior Manager

Bennie Hadnott 
Partner, Watson 
Rice

Barbara Siochi 
Partner, Watson 
Rice



4© 2016 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International 
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.  NDPPS 608878

Deliverables
— Auditor’s reports on the financial statements

— Required Communications 

— Management Letter – in progress to be issued in December 2016

— Various Regulatory Reports (cost reports) – expected to be issued in 2017

— MetroPlus Health Plan (Calendar year end) – expected to be issued in 2017

— HHC Insurance Company, Inc. (Calendar year end) – expected to be issued in 2017

— HHC ACO, Inc. – in progress
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Required communications 
Required communications Application to NYC Health + Hospitals

Responsibilities — Management responsibilities are: 

– Adopting sound accounting policies.

– Establishing and maintaining effective internal control over financial reporting (ICFR), 
including controls to prevent, detect and deter fraud.

– Fairly presenting the financial statements, including disclosures, in conformity with generally 
accepted accounting principles (GAAP).

– Identifying and ensuring that New York City Health and Hospitals Corporation (NYC Health 
+ Hospitals) complies with laws and regulations applicable to its activities, and for informing 
the auditor of any known material violations of such laws and regulations.

– Making all financial records and related information available to the auditor.

– Providing unrestricted access to personnel within the entity from whom the auditor 
determines it necessary to obtain audit evidence. 

– Adjusting the financial statements to correct material misstatements.

– Providing the auditor with a letter confirming certain representations made during the audit 
that includes, but is not limited to, management’s:

— Disclosure of all significant deficiencies, including material weaknesses, in the design 
or operation of internal controls that could adversely affect NYC Health + Hospitals’  
financial reporting

— Acknowledgement of their responsibility for the design and implementation of programs 
and controls to prevent, deter, and detect fraud; and

— Affirmation that the effects of any uncorrected misstatements, if any, aggregated by the 
auditor are immaterial, both individually and in the aggregate, to the financial 
statements taken as a whole.
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Responsibilities (continued) — KPMG responsibilities are:

– Forming and expressing an opinion about whether the financial statements that have been 
prepared by management, with the oversight of the Audit Committee, are presented fairly, 
in all material respects, in conformity with GAAP.

– Planning and performing the audit with an attitude of professional skepticism.

– Conducting the audit in accordance with professional standards and complying with the 
Code of Professional Conduct of the American Institute of Certified Public Accountants, and 
the ethical standards of relevant CPA societies and relevant state boards of accountancy.

– Evaluating ICFR as a basis for designing audit procedures, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s ICFR.

– Communicating to management and the Audit Committee all required information, including 
significant matters.

– Communicating to the Audit Committee and management in writing all significant 
deficiencies and material weaknesses in internal control identified in the audit and reporting 
to management all deficiencies noted during our audit that are of sufficient importance to 
merit management’s attention.

— Audit Committee is responsible for:

– Oversight of the financial reporting process and oversight of ICFR. 

– Oversight of the establishment and maintenance by management of programs and internal 
controls designed to prevent and detect fraud. 
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Summary of Audit Results — We intend to issue unmodified audit opinions on the financial statements.

— We are unaware of any material errors, fraud, illegal acts, or noncompliance with laws and 
regulations that would result in a significant misstatement of the financial statements. 

— There were no new accounting pronouncements adopted that had an impact on the financial 
statements

— Accounting estimates

– The significant accounting estimates affecting the financial statements include:

— Valuation of patient accounts receivable

— Valuation of estimated third party settlements, net and estimated pools receivable, net

— Valuation of pension plan liability

— Valuation of post-employment benefits other than pension (OPEB) liability

— Valuation of MetroPlus claims payable

– Amounts are reasonably stated within the financial statements
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Summary of Audit Results 
(continued)

— Significant or unusual accounting transactions

The following transactions occurred during fiscal year 2016:

— DSRIP: $74 million was recognized as revenue.

— Upper payment limit balance (inpatient/outpatient) recorded as a third party payor 
receivable of $922 million at June 30, 2016 (approximately $890 million at June 30, 
2015). NYC Health + Hospitals received approximately $619 million on the prior year 
receivable during 2016.

— Appropriations from The City of New York: 

— The City assumed Fiscal Year 2016 commitments of amounts owed from NYC 
Health + Hospitals via a budget modification, thereby alleviating amounts owed to 
the City of $165.2 million relating to debt services payments and $125 million 
relating to medical malpractice and general liability settlements.

— $400 million of additional appropriations received from the City for the year ended 
June 30, 2016.

— Electronic medical records system:  NYC Health + Hospitals is developing an 
electronic medical records (EMR) system over a 6 year implementation period.  
Included within construction in progress is $165.0 million as of June 30, 2016 and 
$93.5 million has been expensed for the fiscal year ended June 30, 2016. 

— Debt: NYC Health + Hospitals incurred approximately $63.2 million of new debt relating 
to loans and leases for equipment and capital upgrades. 

— There are currently no subsequent event disclosures included within the notes to the financial 
statements (final down to date procedures are in process)

— Liquidity
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Significant accounting policies — NYC Health + Hospitals’ significant accounting policies are summarized in note 1 to the 
financial statements.

Quality of accounting 
principles

— Accounting principles have been consistently applied and appropriate disclosures are 
included in the financial statements.

Consultation with 
other accountants

— To the best of our knowledge, management has not consulted with or obtained opinions 
(written or oral) from other independent accountants.

Major issues discussed with 
management prior to retention

— We generally discuss a variety of matters the Audit Committee and management each year. 
However, these discussions occurred in the normal course of our professional relationship, 
and our responses were not a condition to our retention as NYC Health + Hospitals auditors.

Difficulties encountered in 
performing the audit

— We encountered no significant difficulties in performance of our 2016 audit.

Material written 
communications

— Material written communications between management and KPMG include:

– Engagement letter

– Management representation letter

– Management letter

Significant deficiencies and 
material weaknesses in 
internal control

— There were no material weaknesses or significant deficiencies identified to date.
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Other information in 
documents containing audited 
financial statements

— Not applicable, as the financial statements are not included in other documents, except for 
when NYC Health + Hospitals includes them in a bond offerings.

Changes to Initial 2016
Audit Plan 

— There were no significant changes to the initial 2016 audit plan.

Disagreements with 
Management

— No matters to report.

Independence — In our professional judgment, we are not aware of any relationships between KPMG and 
NYC Health + Hospitals, that may reasonably be thought to bear on our independence.  

Related party transactions — Related party transactions with The City of New York are disclosed in the financial 
statements.

Evaluation of non-GAAP 
policies and practices

— Amounts for all non-GAAP policies and practices were deemed not material to the financial 
statements.

Litigations, claims, & 
assessments

— None other than normal course of business.  
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Required communications (continued)
Required communications Application to NYC Health + Hospitals

Audit and Post-Closing 
Adjustments

— The following adjustments, excluding Pension and OPEB, adjusted the financial 
statements:

Statements of Revenue, Expenses, and Changes in Net Position
Revenue:

Appropriations from the City of NY $118M
Grant revenue (DSRIP & FEMA)  $95M
Premium Revenue (MetroPlus) $28M

Total increase to revenue: $241M

Statement of Financial Position
Assets Limited as to Use (equipment funds) - ST             $(27M) 
Assets Limited as to Use (equipment funds) - LT             $27M
Accrued Expenses (Appropriation) $(118M)
Grants receivable (DSRIP & FEMA) $95M
Due to the City of NY - LT $(297M)
Due to the City of NY – ST                                                $297M

Impact on working capital is an increase of $483M
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Next steps (as of 10/18/16)
— Finalize concurring partner review
— Revised footnotes and MD&A, as well as support
— Sample selections under review relating to patient accounts receivable
— Finalize subsequent event procedures required until issuance 

– Inquiries with management
– Down to date legal letter inquiry updates
– Inspection of subsequent minutes, if any

— Management representation letter
— Responses to the management letter observations and status of prior year observations 
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KPMG resources
KPMG’s Audit Committee Institute (ACI)

Established in 1999

— KPMG’s commitment to communicating with Audit Committee members and other participants in the financial reporting process 

— www.kpmg.com/aci

— Publications of the ACI

– Audit Committee Insights – www.kpmginsights.com

– Audit Committee Quarterly – http://www.kpmg.com/aci/quarterly.htm

– Audit Committee Institute Roundtables – www.kpmg.com/aci/roundtables.htm

– ACI Website: www.kpmg.com/aci

– ACI mailbox: auditcommittee@kpmg.com | ACI hotline – 1-877-KPMG-ACI

Healthcare publications

— KPMG Insiders: Healthcare – www.kpmginsiders.com

— Healthcare Business Briefing

http://www.kpmg.com/aci
http://www.kpmginsights.com/
http://www.kpmg.com/aci/quarterly.htm
http://www.kpmg.com/aci/roundtables.htm
http://www.kpmg.com/aci
mailto:auditcommittee@kpmg.com
http://www.kpmginsiders.com/
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