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Independent Auditor's Report 
 
To the Board of Directors 
First Choice Community Healthcare, Inc., 
 Health Benefit Plan 
Albuquerque, New Mexico 
 
Report on the Financial Statements 
 
We have audited the accompanying financial statements of First Choice Community Healthcare, 
Inc., Health Benefit Plan (the Plan), which comprise the statements of net assets available for 
benefits and of benefit obligations as of December 31, 2017 and 2016, the related statements of 
changes in net assets available for benefits and of changes in benefit obligations for the years 
then ended, and the related notes to the financial statements. 
 
Management’s Responsibility for the Financial Statements 
 
Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with accounting principles generally accepted in the United States of America; this 
includes the design, implementation, and maintenance of internal control relevant to the 
preparation and fair presentation of financial statements that are free from material misstatement, 
whether due to fraud or error. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on these 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 financial statements are free from material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers 
internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the 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 financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a 
basis for our audit opinion. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial status of First Choice Community Healthcare, Inc., Health Benefit Plan as of 
December 31, 2017 and 2016, and the changes in its financial status for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 

Ricci & Company LLC 

Albuquerque, New Mexico 
October 9, 2018 



FINANCIAL STATEMENTS



FIRST CHOICE COMMUNITY HEALTHCARE, INC. 
HEALTH BENEFIT PLAN
STATEMENTS OF NET ASSETS AVAILABLE FOR BENEFITS 
December 31, 2017 and 2016

2017 2016
Assets

Cash $ 160,034      $ 403,095      
Accounts receivable

Stop loss reimbursement 54,760 34,507 
Total assets 214,794      437,602      

Liabilities
Accounts payable to claims processor 49,882 - 
Accounts payable for administrative expenses 20,180 20,154 
Due to sponsor 144,732      417,448      

Total liabilities 214,794      437,602      

Net assets available for benefits $ - $ - 

See Notes to Financial Statements.
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FIRST CHOICE COMMUNITY HEALTHCARE, INC.
HEALTH BENEFIT PLAN
STATEMENTS OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS
Years Ended December 31, 2017 and 2016

2017 2016
Additions to net assets attributable to:

Employer contributions $ 1,720,263  $ 1,754,324    
Participant contributions 614,216     604,052       

Total Additions 2,334,479  2,358,376    

Deductions from net assets attributable to: 

Claims paid, net 1,655,850  1,604,520    
Reinsurance expense 411,010     480,940       
Administrative expenses 267,619     272,916       

Total Deductions 2,334,479  2,358,376    
Net Change - - 

- - 

Net assets available for benefits, end of year $ - $ -

See Notes to Financial Statements.

Net assets available for benefits, beginning of year
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FIRST CHOICE COMMUNITY HEALTHCARE, INC.
HEALTH BENEFIT PLAN
STATEMENTS OF BENEFIT OBLIGATIONS
December 31, 2017 and 2016

2017 2016
Amounts currently payable to or for participants

Claims payable and claims incurred but not reported $ 345,000       $ 426,500        

Total benefit obligations $ 345,000     $ 426,500        

See Notes to Financial Statements.
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FIRST CHOICE COMMUNITY HEALTHCARE, INC.
HEALTH BENEFIT PLAN
STATEMENTS OF CHANGES IN BENEFIT OBLIGATIONS
Years Ended December 31, 2017 and 2016

2017 2016
Amounts currently payable to or for participants
Balance at beginning of year $ 426,500       $ 286,047 
Claims and premiums incurred 1,574,350    1,744,973 
Claims paid, net (1,655,850)  (1,604,520)  
Balance at end of year 345,000     426,500 

See Notes to Financial Statements.
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FIRST CHOICE COMMUNITY HEALTHCARE, INC., 
HEALTH BENEFIT PLAN 
NOTES TO FINANCIAL STATEMENTS 
December 31, 2017 and 2016 
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NOTE 1.  DESCRIPTION OF PLAN 

The following description of First Choice Community Healthcare, Inc. (the "Sponsor"), Health 
Benefit Plan (the "Plan") provides only general information about the Plan's provisions. For a 
more complete description of the Plan's provisions, participants should refer to the Plan 
agreement, copies of which may be obtained from the Sponsor. 

General.  The Plan provides health and other benefits to eligible employees of the Sponsor and 
their covered dependents who elect to participate in the Plan. It is subject to the provisions of the 
Employee Retirement Income Security Act of 1974 (ERISA), as amended. 

Benefits.  The Plan provides health benefits (medical, prescription drug, and dental benefits) to 
all employees who work at least 20 hours per week and their covered dependents on the first day 
of the month following employment. The Plan also provides continuation of certain benefits 
upon termination of employment through the Consolidated Omnibus Budget Reconciliation Act 
of 1985 (COBRA). 

Self-Insured Benefits and Stop Loss Coverage.  Plan benefits are self-insured with additional stop 
loss coverage to limit exposure for claims over a specific dollar amount. Claims for self-insured 
benefits are processed by Meritain Health, Inc., the Plan's third-party claims processor, under an 
administrative services only (ASO) arrangement. Meritain Health, Inc. pays claims directly to or 
for participants and is reimbursed from the general assets of the Sponsor. Despite the Plan’s 
utilization of the third-party claims processor, ultimate responsibility for payments to providers 
and participants is retained by the Plan. 

Contributions.  Participants contribute specified amounts based on applicable monthly premiums 
for their respective benefit elections. The Sponsor makes contributions to the Plan as needed to 
fund claims in excess of participants' contributions. Any deficiency in the Plan's net assets in 
comparison to benefit obligations is funded by the Plan Sponsor on a pay-as-you-go basis. 

NOTE 2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Basis of Accounting.  The accompanying financial statements have been prepared using the 
accrual basis of accounting. 

Use of Estimates.  The preparation of financial statements in accordance 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, liabilities, benefit 
obligations and changes therein, and disclosure of contingent assets and liabilities. Actual results 
could differ from those estimates. 



FIRST CHOICE COMMUNITY HEALTHCARE, INC.,  
HEALTH BENEFIT PLAN 
NOTES TO FINANCIAL STATEMENTS 
December 31, 2017 and 2016 
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NOTE 2.  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)  
 
Payment of Benefits.  Claim payments are recorded when paid by the third-party claims 
processor. As of December 31, 2017 and 2016, the Sponsor prefunded claims for estimated 
amounts to be paid in the subsequent year. The prefunded amounts are recorded as due to the 
Sponsor, netted with amounts due from the Sponsor for contributions in the accompanying 
statements of net assets available for benefits. Premiums paid by the Sponsor for stop loss 
coverage are recorded as reinsurance expense in the accompanying statements of changes in net 
assets available for benefits. 
 
Prescription Rebates.  The Plan utilizes a pharmacy benefits manager (PBM) for the processing 
and payment of prescription drug benefits and to help control drug costs. The PBM contracts 
with pharmaceutical manufacturers, some of whom provide rebates on the use of the 
manufacturers' products by the PBM for the Plan. 
 
Stop Loss Reimbursements.  The Plan carries an insurance policy that covers claims by a single 
participant in excess of $65,000 in any one year, plus an additional specific aggregating 
deductible of $30,000. For the years ended December 31, 2017 and 2016, stop loss 
reimbursements of $80,906 and $86,772, respectively, have been netted with claims paid in the 
accompanying statement of changes in net assets available for benefits. 
 
Benefit Obligation.  The Plan's benefit obligation at December 31, 2017 and 2016 includes 
known claims and estimated health claims incurred by active participants, but not reported at the 
respective date. 
 
Allowance for Uncollectible Accounts.  All receivables of the Plan are considered to be fully 
collectible; therefore, a reserve for uncollectible accounts has not been provided. 
 
Reclassifications.  Certain reclassifications have been made to the 2016 financial statements to conform to 
the 2017 presentation. Net Assets were not impacted by the reclassifications. 
 
Subsequent Events.  Management has evaluated subsequent events for the plan through October 
9, 2018, the date which the financial statements were available to be issued. 
 
NOTE 3.  CONCENTRATION OF RISK 
 
Since the Plan's excess insurance policy only covers claims in any one year by a participant in 
excess of $65,000 and an additional specific aggregating deductible of $30,000, the Plan's assets 
might not be sufficient if a number of participants incurred claims up to the individual deductible 
in any one year. The Plan’s actuary considers this to be a low risk, although possible. 
  



FIRST CHOICE COMMUNITY HEALTHCARE, INC.,  
HEALTH BENEFIT PLAN 
NOTES TO FINANCIAL STATEMENTS 
December 31, 2017 and 2016 
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NOTE 4. CLAIMS INCURRED BUT NOT REPORTED 
 
Plan obligations at December 31, 2017 and 2016, for claims incurred but not reported are 
estimated by the Plan's actuary in accordance with accepted actuarial principles based on claims 
data provided by the Plan's third-party claims processor. These amounts are paid by the Plan 
only if claims are submitted and approved for payment. 
 
Plan obligations as of December 31, 2017 and 2016, for health claims incurred by active 
participants but not reported at that date are estimated by the plan's actuary by applying actuarial 
assumptions along with payments made subsequent to year-end. For the years ended December 
31, 2017 and 2016, these obligations were determined based on healthcare claim payment lag 
factors with an added margin based on past claim history, as well as a reserve for prescription 
benefits and large claims, as applicable. The estimated amounts are reflected in the statements of 
benefit obligations. 

 
NOTE 5.  RISKS AND UNCERTAINTIES 
 

The Plan maintains cash in a bank depository account which may, at times, exceed federally 
insured limits. The Plan has not experienced any losses in such account. The Plan believes it is 
not exposed to any significant credit risk on cash. 
 

The actuarial present value of benefit obligations are reported based on certain assumptions 
pertaining to interest rates, health care inflation rates, and employee demographics, all of which 
are subject to change. Due to uncertainties inherent in the estimations and assumptions process, it 
is at least reasonably possible that changes in these estimates and assumptions in the near term 
would be material to the financial statements. 
 
NOTE 6.  ADMINISTRATIVE EXPENSES 
 
The Plan pays administrative expenses that consist primarily of fees paid to the third-party 
claims processor, the actuary, and the auditor. The Sponsor provides certain accounting and 
management services to the Plan for which no fees are charged.  
 
NOTE 7.  TAX STATUS 
 
The Plan is qualified pursuant to Section 501(c)(9) of the Internal Revenue Code and, 
accordingly, is exempt from income taxes. The Plan has obtained a favorable tax determination 
letter from the Internal Revenue Service. 
 
 
 
 



FIRST CHOICE COMMUNITY HEALTHCARE, INC.,  
HEALTH BENEFIT PLAN 
NOTES TO FINANCIAL STATEMENTS 
December 31, 2017 and 2016 
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NOTE 7.  TAX STATUS (CONTINUED) 
 
The trust established under the Plan to hold the Plan's assets obtained its latest determination 
letter on February 20, 2004, in which the Internal Revenue Service stated that the trust, as then 
designed, was in compliance with the applicable requirements of the Internal Revenue Code. The 
Plan has been amended since receiving the determination letter. However, the Plan administrator 
and the Plan's tax counsel believe that the trust is currently designed and being operated in 
compliance with the applicable requirements of the Internal Revenue Code. 
 
Accounting principles generally accepted in the United States of America require Plan 
management to evaluate tax positions taken by the Plan and recognize a tax liability or asset if 
the Plan has taken an uncertain tax position that more likely than not would not be sustained 
upon examination by the Internal Revenue Service. The Plan's management has concluded that 
as of December 31, 2017, there are no uncertain tax positions taken or expected to be taken that 
would require recognition of a liability or asset, or disclosure in the financial statements. The 
Plan is subject to routine audits by taxing jurisdictions; however, there are currently no audits for 
any tax periods in progress. The Plan Sponsor believes it is subject to income tax examinations 
for the prior three years.  
 
NOTE 8.  TERMINATION OF THE PLAN 
 
Although it has not expressed any intention to do so, the Sponsor has the right under the Plan to 
modify the benefits provided to, and contributions required of participants, and to discontinue its 
contributions at any time, and to terminate the Plan subject to the provisions of ERISA. In the 
event of termination of the Plan, remaining assets will be applied in a uniform and 
nondiscretionary manner toward the provision of benefits for or on account of the participants. 
No assets of the Plan may revert to the Sponsor or be used for purposes other than for the 
exclusive benefit of the Plan’s participants. 
 


