From: Collin.Anderson

To: Constantino, Mike

Cc: Kara Friedman

Subject: [External] [WARNING: MESSAGE ENCRYPTED]RE: request-20-048
Date: Friday, January 22, 2021 2:16:56 PM

Attachments: Carle1219-Final with Opinion letter SECURED.pdf

Mike,

Below are responses to your questions:
1. Can you tell me how many physician offices and exam rooms in the
MOB.?

Physician offices — 18 (excludes consult spaces and other admin/clinical manager/etc.)
These are shared spaces with 3-4 providers per office (including physicians and APPs)
Exam Rooms — 153 (excludes the other treatment spaces)

2. How many stories will the MOB have and will there be a basement?
There is a total of 4 stories with no basement.

3. What is the other source of funds?

Net book value of equipment to be transferred from the current Carle Physician Group
locations at 311 W Fairchild St. and 2300 N Vermilion St.

4. Can you email us the most recent Carle audited financial statements?
Please see attached.

Please let me know if you have any questions or need anything else.

Thanks and have a good weekend.

Collin Anderson, MBA
Strategic Planning Coordinator |l
Strategy & Planning
(217)902-5521

=Carle

From: Constantino, Mike <Mike.Constantino@Illinois.gov>

Sent: Wednesday, January 20, 2021 1:34 PM

To: Collin.Anderson <Collin.Anderson@Carle.com>; Kara Friedman <KFriedman@Polsinelli.com>
Subject: [EXT] request-20-048

Fx***EXTERNAL EMATL SOURCE*****

Hi Collin:


mailto:Collin.Anderson@Carle.com
mailto:Mike.Constantino@Illinois.gov
mailto:KFriedman@Polsinelli.com
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KPMG LLP
Aon Center
Suite 5500
200 E. Randolph Street
Chicago, IL 60601-6436

Independent Auditors’ Report

The Board of Trustees
The Carle Foundation:

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of The Carle Foundation, which
comprise the consolidated balance sheets as of December 31, 2019 and 2018, 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 U.S. generally accepted accounting principles; 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.

Auditors’ 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 auditors’ 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.

Opinion
In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the financial position of The Carle Foundation as of December 31, 2019 and 20, and the results of its

operations and its cash flows for the years then ended in accordance with U.S. generally accepted accounting
principles.





KPMG

Emphasis of Matter

As discussed in note 2 to the consolidated financial statements, in 2019 The Carle Foundation adopted new
accounting guidance for Accounting Standards Update (ASU) No. 2016-02, Leases (Topic 842), as amended
and ASU No. 2018-07, Improving the Presentation of Net Periodic Pension Cost and Net Periodic
Postretirement Benefit Cost. Our opinion is not modified with respect to these matters.

Other Matter

Our audit was conducted for the purpose of forming an opinion on the 2019 consolidated financial statements
as a whole. The schedules 1 through 10 are presented for purposes of additional 2019 analysis and are not a
required part of the 2019 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 2019 consolidated financial statements. The information has been subjected to the auditing
procedures applied in the audit of the 2019 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 2019 consolidated financial statements or to the 2019 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 information is fairly stated in all material respects in relation to the
2019 consolidated financial statements as a whole.

KPMe LIP

Chicago, lllinois
April 15, 2020





The Carle Foundation
Consolidated Balance Sheets
December 31, 2019 and 2018
(Dollars in thousands)

Assets 2019 2018
Current assets:
Cash and cash equivalents 157,867 89,248
Investments (Notes 3 and 4) 593,117 561,075
Assets limited as to use or restricted (Notes 3 and 4) 48,639 48,791
Patient receivables (Note 5) 109,316 120,689
Premiums receivable (Note 18) 233,546 246,890
Reinsurance recoverable (Note 14) 6,189 4,046
Other receivables 79,106 67,719
Inventories 10,951 9,482
Prepaid expenses 25,838 23,747
Total current assets 1,264,569 1,171,687
Property and equipment, net (Note 8) 824,667 785,742
Investments and other assets:
Investments, net of current portion (Notes 3 and 4) 1,414,068 1,198,512
Assets limited as to use or restricted, net of current portion (Notes 3 and 4) 239,504 215,933
Interest rate swap agreements (Notes 4 and 13) 4,040 4,403
Reinsurance recoverable, net of current portion (Note 14) 11,563 6,873
Right-of-use asset, net (Note 19) 18,958 -
Intangible assets and goodwill, net (Note 9) 90,394 100,638
Other assets 573 26
Total investments and other assets 1,779,100 1,526,385
Total assets 3,868,336 3,483,814

See accompanying notes to consolidated financial statements.
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Liabilities and Net Assets 2019 2018
Current liabilities:
Accounts payable 44,701 32,326
Short-term borrowings (Note 12) 85,000 65,000
Current maturities of long-term debt (Note 12) 16,110 15,618
Estimated third-party payor settlements (Note 5) 104,926 79,927
Medical claims payable (Note 11) 120,063 118,685
Current portion of estimated liability for
self-insurance losses (Note 14) 36,088 37,560
Current portion of retirement plan benefits obligation (Note 15) - 29,866
Compensation and paid leave payable 162,621 127,469
Other accrued liabilities 85,977 108,493
Total current liabilities 655,486 614,944
Long-term liabilities:
Long-term debt, net of current maturities (Note 12) 683,114 698,961
Interest rate swap agreements (Notes 4 and 13) 15,642 12,376
Asset retirement obligation 11,965 11,664
Estimated liability for self-insurance losses, net of
current portion (Note 14) 80,364 70,284
Deferred taxes (Note 10) 21,455 2,167
Other accrued liabilities 55,736 61,004
Total long-term liabilities 868,276 856,456
Total liabilities 1,523,762 1,471,400
Net assets:
Net assets without donor restrictions:
Unrestricted 2,307,616 1,980,082
Unrestricted, noncontrolling interests 13,956 11,161
Net assets with donor restrictions (Note 7) 23,002 21,171
Total net assets 2,344 574 2,012,414
Total liabilities and net assets 3,868,336 3,483,814

See accompanying notes to consolidated financial statements.






The Carle Foundation

Consolidated Statements of Operations and Changes in Net Assets

Years Ended December 31, 2019 and 2018
(Dollars in thousands)

2019 2018
Revenue:
Patient service revenue (Notes 2 and 5) 1,160,278  $ 1,067,791
Net premium revenue-health insurance 1,520,451 1,491,425
Other revenue:
Rental income 20,630 18,016
Net assets released from restrictions 1,784 2,809
Other 36,704 33,327
Total revenue 2,139,847 2,613,368
Expenses:
Salaries and wages 753,752 671,720
Employee benefits (Notes 14 and 15) 153,345 142,818
Medical benefits of insured (Note 11) 1,090,804 1,040,792
Patient care and other supplies 240,110 213,009
Purchased services 177,145 130,626
General and administrative 76,316 90,424
Insurance (Note 14) 17,858 17,532
Depreciation and amortization (Notes 8 and 9) 82,982 74,741
Interest and financing expense (Note 12) 33,486 37,243
Real estate and other taxes (Note 16) 36,418 70,438
Loss (gain) on the disposal of property and equipment (403) 195
Change in fair value of derivative instruments (Note 13) 3,629 (3,732)
Total expenses 2,665,442 2,485,806
Income from operations 74,405 127,562
Nonoperating gains:
Investment return (Note 3) 250,003 (22,651)
Net periodic pension benefit (Note 15) 29,866 21,114
Nonoperating gains, net 279,869 (1,537)
Excess of revenue over expenses, before
noncontrolling interest and income taxes 354,274 126,025
Noncontrolling interest in net income of consolidated
joint ventures 1,889 1,975
Provision for income taxes (Note 10) 24,851 25,132
Excess of revenue over expenses 327534 $ 98,918

See accompanying notes to consolidated financial statements.






2019 2018

Net assets without donor restrictions:
Excess of revenue over expenses 3 327534 % 98,918
Change in noncontrolling interest of consolidated joint ventures 2,795 391
Other (Note 4) - 3,155
Increase in net assets without donor restrictions 330,329 102,464

Net assets with donor restrictions:

Contributions 2,754 2,077
Investment return (Note 3) 865 20
Net assets released from restrictions (1,784) (2,675)
Other (4) 107
Increase (decrease) in net assets with donor restrictions 1,831 (471)
Change in net assets 332,160 101,993
Net assets, beginning of the year 2,012,414 1,910,421
Net assets, end of the year $ 2344574  $ 2,012,414

See accompanying notes to consolidated financial statements.






The Carle Foundation

Consolidated Statements of Cash Flows
Years Ended December 31, 2019 and 2018
(Dollars in thousands)

2019 2018
Cash flows from operating activities:
Change in net assets 332,160 $ 101,993
Adjustments to reconcile change in net assets to net cash provided by
operating activities:
Depreciation and amortization 82,982 74,741
(Gain) loss on disposal of property and equipment (403) 195
Gain on sale of membership interest in
Champaign Surgicenter, LLC (Surgicenter) - (943)
Distribution to noncontrolling interest 1,094 1,584
Amortization of deferred financing costs and original issue discount/premium (142) (189)
Change in value of beneficial interest in perpetual trust 36 (39)
Net realized and change in unrealized gains and losses on investments (201,160) 80,660
Change in asset retirement obligation 301 3,121
Change in fair value of derivative instruments 3,629 (3,732)
Restricted contributions, net of release for operations (970) 732
Change in retirement plan benefits obligation (29,866) (38,114)
Changes in assets and liabilities:
(Increase) decrease in:
Receivables 13,330 10,800
Reinsurance recoverable (6,833) 12,645
Inventories (1,469) (993)
Prepaid expenses (2,833) (2,689)
Increase (decrease) in:
Accounts payable and accrued expenses 1,660 19,783
Medical claims payable 1,378 (56,168)
Third-party payor settlements 24,999 20,865
Self-insurance liability 8,608 (20,801)
Deferred taxes 19,288 5,848
Net cash provided by operating activities 245,789 219,299

See accompanying notes to consolidated financial statements.
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2019 2018
Cash flows from investing activities:
Proceeds from maturities and sale of investments $ 254,182 % 357,254
Purchases of investments (324,075) (469,496)
Proceeds from sale of property and equipment 3,713 1,173
Proceeds from sale of membership interest in Surgicenter - 4,175
Purchase and construction of property and equipment (114,973) (148,765)
Increase in other assets (680) -
Net cash used in investing activities (181,833) (255,659)
Cash flows from financing activities:
Proceeds from short-term borrowings 420,000 165,000
Payments on short-term borrowings (400,000) (250,000)
Payments on long-term debt (15,073) (14,067)
Distribution to noncontrolling interest (1,094) (1,584)
Payments of deferred financing costs (140) (188)
Restricted contributions, net of release for operations 970 (732)
Net cash provided by (used in) financing activities 4,663 (101,571)
Net increase (decrease) in cash and cash equivalents 68,619 (137,931)
Cash and cash equivalents:
Beginning 89,248 227,179
Ending $ 157,867 $ 89,248
Supplemental disclosures of cash flow information:
Cash payments for interest $ 34206 % 36,695
Net cash payments for taxes 4,860 7,995

See accompanying notes to consolidated financial statements.





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 1.

Organization

The Carle Foundation (Foundation), headquartered in Urbana, lllinois, is an lllinois not-for-profit corporation engaged
in providing health care services to residents of central and southern lllinois through various organizations and

affiliates.

The Foundation serves as the sole member and elects all of the trustees of, and thereby controls, the following
lllinois not-for-profit organizations and affiliates:

a.

The Carle Foundation Hospital (Hospital) operates a licensed 433 bed hospital, a certified home health
agency, and a certified hospice (Hospital Division), all of which lease property and equipment from the
Foundation. The Hospital also operates Carle Medical Supply (Medical Supply), a provider of medical
equipment and supplies to the general public and hospital patients, and the Danville Surgery Center, which
is located in Danville, lllinois (DASC).

The Hospital serves as the sole stockholder and elects all directors of and, therefore, controls the following
for-profit subsidiaries: Carle Risk Management Company (Risk Management), which provides professional
liability insurance claims processing and management services to the Foundation and eValiData, Inc.

(eValiData), which provides physician credentialing services to the Foundation and external organizations.

Carle Health Care Incorporated (Health Care) operates Arrow Ambulance, LLC (Arrow), an ambulance
transport service; Carle Physician Group (Physician Group), which operates as a private, multispecialty,
group medical practice comprising approximately 569 licensed physicians and surgeons; and Airlife and The
Caring Place (Other Entities), an air medical transport service and day care center, respectively. Health
Care also operates the Surgicenter, which is a freestanding ambulatory surgery center located in
Champaign, lllinois.

On January 1, 2018, Health Care sold an additional 15% interest in Surgicenter to Christie Clinic ASC, LLC
(Christie) for $4,175, which approximated fair value. This resulted in a gain on the sale of $943 and
increased Christie’s ownership of the Surgicenter to 40%. The Hospital manages the day-to-day operations
of the facility and Health Care and Christie share governance of the Surgicenter’s Board of Managers. In
December 2019, Surgicenter distributed earnings of $1,094 to Christie and $1,641 to Health Care. In
December 2018, Surgicenter paid distributions of $1,584 to Christie and $4,752 to Health Care.

Hoopeston Community Memorial Hospital (Hoopeston), acquired on November 1, 2012, comprises a 24 bed
critical access hospital and eight rural health clinics. The hospital is located approximately 50 miles
northeast of the Foundation’s main campus in Hoopeston IL. Hoopeston is an independent operating entity
of the Foundation.

Richland Memorial Hospital, Inc. (Richland), located in Olney, lllinois, has 104 licensed beds and serves
portions of eight counties in southeastern lllinois. The hospital is located approximately 96 miles south of the
Foundation’s main campus. Richland is an independent operating entity of the Foundation.

Carle Retirement Centers, Inc. (Windsor) located in Champaign IL, operates a 174 unit retirement living
center.

9 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 1. Organization (Continued)

f.  The Carle Development Foundation (Development) does business as the Carle Center for Philanthropy
(Philanthropy Center), which is engaged in fund-raising activities and manages substantially all activity
relating to contributions with and without donor restrictions. In addition, Development is the sole member of
Carle Community Health Corporation (Community Health), which funds charitable, scientific, and
educational community-based health care initiatives.

g. The Foundation is the sole member of CHA Holding, Inc. (CHA Holding), a taxable not-for-profit entity. CHA
Holding controls the following entities:

i.  CHA Holding is the sole stockholder of Carle Holding Company, Inc. (Carle Holding). Carle Holding is a
taxable for-profit entity, which is the sole owner of Health Alliance Medical Plans Inc. and its
subsidiaries (Health Alliance). Health Alliance, a taxable for-profit entity, is a licensed life, accident, and
health insurance company in the state of lllinois (State) and is subject to regulation by the lllinois
Department of Insurance (DOI). Health Alliance had approximately 185,400 and 195,200 members at
December 31, 2019 and 2018, respectively.

Health Alliance has a wholly-owned subsidiary, Health Alliance-Midwest, Inc. (HAMW), which is
incorporated as a licensed HMO to write health insurance policies in the states of lllinois, lowa, and
Nebraska.

ii.  CHA Holding is the sole member of Health Alliance Connect, Inc. (HA Connect). HA Connect is a
taxable not-for-profit entity that provides health care services to its enrollees, which consists of Indiana,
Illinois, and Ohio Medicare Advantage membership lives. Membership in this program totaled
approximately 22,800 and 20,850 at December 31, 2019 and 2018, respectively.

i. ~ CHA Holding has a 60% membership interest in Health Alliance Northwest Holding, Inc. (HANW
Holding). HANW Holding is a taxable not-for-profit entity operating as a noninsurance company in the
state of Washington, established for the purpose of owning Health Alliance Northwest Health Plan, Inc.
(HANW Health Plan), a Washington health care contractor. HANW Health Plan had approximately
18,100 and 14,600 members at December 31, 2019 and 2018, respectively.

CHA Holding, Carle Holding, Health Alliance, HAMW, HA Connect, HANW Holding, and HANW Health Plan
are collectively referred to herein as Health Group.

The Foundation serves as the sole stockholder and elects all the directors of, and thereby controls, Health Systems
Insurance, Limited (Health Systems), a for-profit subsidiary. Health Systems is an offshore captive insurance
company, which underwrites substantially all of the Foundation’s general, professional, and workers’ compensation
liability insurance risks.

The Foundation uses a Master Trust Indenture (MTI) through which it accesses the capital markets by jointly
obligating certain organizations. The Carle Foundation Obligated Group (Obligated Group) includes the Foundation,
Hospital Division, Health Care, and Windsor. The remaining Foundation entities, exclusive of this group, are referred
to collectively herein as Non-Obligated Group Affiliates (Non-Obligated Group).

10 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 2. Summary of Significant Accounting Policies

A summary of the significant accounting policies adopted by the Foundation and its subsidiaries and affiliates is as
follows:

Principles of consolidation: The consolidated financial statements include the accounts of the Foundation and its
subsidiaries and affiliates. All significant intercompany accounts and transactions have been eliminated.

Use of estimates: The preparation of financial statements in conformity with U.S. generally accepted accounting
principles 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. Estimates also
affect the reported amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Cash and cash equivalents: Cash and cash equivalents include investments in highly liquid debt instruments with a
maturity of six months or less at the time of purchase, excluding amounts limited as to use by board designation or
other arrangements under trust agreements with third parties or donors.

Fair value: The Foundation applies the provisions of Accounting Standards Codification (ASC) Topic 820, Fair
Value Measurement, for fair value measurements of financial assets and liabilities and for fair value measurements of
nonfinancial items that are recognized or disclosed at fair value in the consolidated financial statements on a
recurring basis. ASC Topic 820 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.

Investments: Investments and assets limited as to use or restricted are measured at fair value in the consolidated
balance sheets, except as noted below.

The Foundation owns interests in certain joint ventures whose investments are accounted for under the equity
method of accounting.

All investments are classified as noncurrent with the exception of certain intermediate-term investments held for
operating purposes, bond fund investments needed to pay current construction draws, and a portion of Health
Group’s investments needed to pay current claims.

Investments held by the Foundation, Health Group and the executive benefit plan are designated as trading
securities. Investment return, including realized and unrealized gains and losses on these securities, is included in
the excess of revenue over expenses as nonoperating gains (losses) unless the income or loss is attributable to
funds restricted by donors, in which case the investment return is recorded to net assets with donor restrictions.

Realized gains from the sale of investments are recognized using the first-in, first-out cost basis for sales of
marketable equity securities. Gains and losses from sales of debt securities are recognized using the specific
identification cost basis.

Assets limited as to use or restricted:; Assets limited as to use or restricted includes assets over which the Board

of Trustees retains ultimate control and assets set aside due to legal, regulatory, or contractual requirements.
Amounts required to meet current liabilities have been classified as current assets.

11 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 2. Summary of Significant Accounting Policies (Continued)

Premiums receivable: Premiums receivable are carried at estimated realizable value and represent amounts billed
for periods of coverage through the consolidated balance sheet date. These amounts are primarily for the
membership administered by the State through Health Alliance and membership in certain governmental programs
through HA Connect.

Inventories: Inventories are valued at the lower of cost or market using the average-cost method for the supply
storeroom and central distribution inventories and the first-in, first-out method of valuation for all other inventories.

Property and equipment: Property and equipment are carried at cost less accumulated depreciation. Interest
expense incurred on borrowed funds is capitalized as a component of the cost of acquiring those assets.
Depreciation is computed using the straight-line method over the assets’ estimated useful lives. Leasehold
improvements are depreciated over the lesser of the life of the lease or the useful life of the improvements.

The Foundation regularly evaluates the recoverability of long-lived assets and the related estimated remaining lives.
The Foundation records an impairment charge or changes the useful life if events or changes in circumstances
indicate that the carrying amount may not be recoverable or the useful life has changed. During the years ended
December 31, 2019 and 2018, the Foundation recorded no impairment losses and project abandonments for
property and equipment.

Interest rate swap agreements: The Foundation’s derivative financial instruments consist of interest rate swap
agreements, which are recognized on the consolidated balance sheets at fair value. Interest rate fluctuations create
an unrealized appreciation or depreciation in the market value of the Foundation’s debt when compared to its cost.
The effect of this unrealized appreciation or depreciation in market value will generally be offset by the underlying
derivative instrument income or loss linked to the debt. All changes in fair value of interest rate swap agreements are
recorded as an operating expense.

Intangible assets and goodwill: Excluding goodwill, the Foundation has intangible assets that represent customer
and subscriber relationships, provider networks, and trade name, which are held by Health Group. All of these
intangibles are amortized on the straight-line basis over 10 years.

Goodwill represents the excess of the aggregate purchase price over the fair value of the net assets acquired in a
purchase business combination. Goodwill is not amortized but is reviewed for impairment at least annually in
accordance with the provisions of the ASC Subtopic 350-10, Intangibles—Goodwill and Other—Qverall.

Impairments are calculated as the total by which the carrying amount of the asset exceeds its estimated fair value.
The Foundation evaluates Health Group goodwill utilizing Step Zero testing which allows companies to qualitatively
assess whether it is more likely than not that the reporting unit's fair value is greater than its carrying amount. Should

this assessment not indicate it is more likely than not that the fair value of Health Group is greater than the carrying
amount, the additional impairment analysis would be performed.

12 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 2. Summary of Significant Accounting Policies (Continued)

Long-term debt - deferred financing costs: Bond issuance costs are deferred and amortized over the term of the
related indebtedness using the effective-interest method and are included in long-term debt in the consolidated
balance sheets. In the event any of the variable rate demand bonds are converted into bank bonds, the bond
issuance costs associated with those bonds would be amortized over the relevant accelerated period.

Long-tern debt - bond discounts/premiums: Portions of the lllinois Finance Authority (IFA) revenue bonds were
issued at a discount and portions were issued at a premium. The discounts and premiums are amortized over the life
of the respective bond using the effective-interest method.

Net assets: In accordance with ASU No. 2016-14, Not-for-Profit Entities (Topic 958): Presentation of Financial
Statements of Not-for-Profit Entities, net assets are classified on the face of the financial statements based upon the
existence or absence of donor restrictions. Contributions received without specific restrictions from a donor or that
arise as a result of operations of the Foundation are classified as net assets without donor restrictions.

Net assets with donor restrictions are those net assets whose use has been limited by donors to a specific purpose
or time period, including net assets required to be maintained in perpetuity

The Foundation records gifts of equipment or other long-lived assets as net assets without donor restrictions unless
explicit donor stipulations specify how the donated assets must be utilized. Gifts of long-lived assets with explicit
restrictions that specify how the assets are to be utilized and gifts of cash or other assets that must be used to
acquire long-lived assets are reported as net assets with donor restrictions. Absent explicit donor stipulations
regarding how long those long-lived assets must be maintained, the Foundation records expirations of donor
restrictions when the donated or acquired long-lived assets are placed in service.

When a donor restriction of net assets expires, that is, when the stipulated time restriction ends or the purpose of the
restriction is accomplished, these net assets with donor restrictions are reclassified to net assets without donor
restrictions and reported in the consolidated statements of operations and changes in net assets as net assets
released from restrictions.

Net assets with donor restrictions and earnings on these net assets are primarily restricted for medical education,
research, construction, equipment, charity care and other health care related activities. In order to protect net assets
with donor restrictions required to be held in perpetuity from a loss of purchasing power, the Foundation utilizes a
spending rate policy to determine the portion of investment return that may be used to support operations of the
current period.

At both December 31, 2019 and 2018, the Foundation did not have net assets with donor restrictions held in
perpetuity that had a value less than the original amount of the gift.

13 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 2. Summary of Significant Accounting Policies (Continued)

Excess of revenue over expenses: The consolidated statements of operation and changes in net assets include
excess of revenue over expenses. Changes in net assets without donor restrictions, which are excluded from excess
of revenue over expenses, include permanent transfers of assets to and from affiliates for other than goods and
services, transactions related to noncontrolling interest, and contributions of long-lived assets including assets
acquired using contributions, which by donor restrictions were to be used for the purpose of acquiring such assets.

Insurance-Health Group: Health Group has negotiated contracts with hospitals, physicians, and other health care
providers to satisfy the necessary medical needs of eligible enrollees (members). The contracts are generally
structured to pay providers based on capitated amounts per member per month, discounted fee for service, per
discharge, and per diem reimbursement arrangements. Health Group recognizes premiums from members as
revenue in the period to which health care coverage relates. Amounts billed and collected in advance of the period of
coverage are recorded within other accrued liabilities. Amounts due to Health Group for provider referrals under
these agreements are reported as other receivables in the consolidated balance sheets.

Health Group purchases commercial insurance coverage to reinsure risk relating to hospital and physician services
for each insured enrollee during the contract period with various retention limits. Reinsurance premiums paid are
reported as a reduction of premium revenue. Reinsurance recoveries are recorded as a reduction in medical benefits
of insured. Health Group remains liable in the event of nonperformance by reinsurers.

Health Group estimates and establishes medical claims payable for reported claims, claims incurred but not reported,
and related claims adjustment expenses. The estimates are based on multiple factors, including historical
experience, service mix, pending level of unpaid claims, and other known facts and circumstances. The
establishment of appropriate liabilities is an inherently uncertain process and the ultimate cost may vary materially
from the recorded amounts. The estimates are regularly reviewed as experience develops and new information
becomes known. The estimated liabilities are adjusted, as necessary, with such adjustments reflected in the results
from operations. The medical claims payables and related expense are reported net of insured copay and deductible
amounts and also net of coordination of benefits provisions. The medical claims payables reflect estimated unpaid
and incurred claims.

Insurance-Health Systems: Health Systems recognizes premiums from underlying insureds as revenue in the
period for which liability coverage is provided and earned on a pro rata basis over the life of the policies. The
unearned portion at the consolidated balance sheet date is recorded as unearned premium revenue within other
accrued liabilities.

Health Systems has purchased commercial insurance products to provide additional excess layers of insurance.
Reinsurance premiums ceded are recorded as a reduction in premium revenue in the period in which the related
policies are issued on a pro rata basis over the policy periods with the unexpensed portion, if any, recorded as
prepaid expense within the consolidated balance sheets.

Health Systems’ estimates for self-insurance comprise estimates for losses reported by the Foundation and a
provision for incurred but not reported losses. Health Systems records its estimated liabilities for self-insurance gross
of any amounts recoverable under reinsurance policies, which amounts, if any, are recorded separately in the
consolidated balance sheets as reinsurance recoverable.

14 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 2. Summary of Significant Accounting Policies (Continued)

In the event that Health Systems reinsurers are unable to meet their obligations under the reinsurance agreements,
the Foundation would be liable to pay all claims under the reinsurance assumed but would only receive
reimbursement to the extent that the reinsurers can meet their obligations.

Insurance-Foundation: The Foundation has elected to self-insure its employee health insurance claims and has
purchased excess coverage for large claims. Amounts are charged against income based upon actual losses with a
supplemental provision for incurred but not reported claims determined by historic trends.

Pension plan: The Foundation terminated its defined benefit plan in 2019. Participant account balances were
distributed based upon participant selection. A favorable determination letter was received from the Internal Revenue
Service in response to the termination. The Foundation is working with the Internal Revenue Service to determine the
most effective way to withdraw the excess assets from the pension plan.

Prior to termination, the Foundation accounted for its defined benefit plan using a mark-to-market (MTM)
methodology, whereas it immediately recognized actuarial gains and losses as a separate component of net periodic
pension costs.

Income taxes: The Foundation and its not-for-profit affiliates, as described in Section 501(c)(3) of the Internal
Revenue Code (Code), are exempt from federal income taxes, pursuant to Section 501(a) of the Code. The
Foundation and its not-for-profit affiliates are, however, subject to federal and state income taxes on unrelated
business income under the provision of Section 511 of the Code.

Health Group is subject to income taxes and accounts for income taxes in accordance with ASC Topic 740, Income
Taxes. Deferred income tax assets and liabilities are recognized for the differences between the financial and income
tax reporting basis of assets and liabilities based on enacted tax rates and laws and are accounted for under the
asset-liability method. The deferred income tax provision or benefit generally reflects the net change in deferred income tax
assets and liabilities during the year. The current income tax provision reflects the tax consequences of revenue and
expenses currently taxable or deductible on various income tax returns for the year reported.

The guidance on accounting for uncertainty in income taxes prescribes a more-likely-than-not recognition threshold
and measurement attribute for financial statements recognition of a tax position taken or expected to be taken. There
were no uncertain tax benefits identified or recorded as a liability as of December 31, 2019 and 2018.

Tax returns filed by the Foundation are subject to examination by the Internal Revenue Service (IRS) up to three
years from the extended due date of each return. The statute of limitations remains open for Richland tax returns filed
for Richland fiscal years ended September 30, 2016 through December 31, 2018 and for all other not-for-profit
entities for the calendar years ended December 31, 2016 through 2018. In general, the statute of limitations remains
open for tax returns filed for the calendar years ended December 31, 2016 through 2018 for the various for-profit
entities.

Reclassifications: Reclassifications were made in accordance with adopted accounting standards. To be consistent

with classifications adopted for the years ended December 31, 2019, certain balances on the consolidated financial
statements for the years ended December 31, 2018 have been reclassified with no effect on revenue or expenses.
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Note 2. Summary of Significant Accounting Policies (Continued)

New accounting pronouncements: ASU No. 2016-02, Leases (ASC 842) was adopted by the Foundation effective
January 1, 2019. ASU No. 2016-02 requires lessees to establish a right of use asset and associated lease liabilities.
This accounting guidance does not apply to leases with a term of a year or less. Presentation of the right of use asset
and lease liabilities within the consolidated balance sheets as well as other factors impacting the recording of leases
as dictated by ASU No. 2016-02 is included in Note 19.

The Foundation adopted ASU No. 2016-18, Restricted Cash, effective December 31, 2019. ASU No.2016-18
addresses classification and presentation of changes in restricted cash on the statement of cash flows and requires
an entity’s reconciliation of the beginning-of-period and end-of-period total amounts shown on the statement of cash
flows to include in cash and cash equivalents amounts generally described as restricted cash. The adoption of ASU
No. 2016-18 did not have an effect on the consolidated statement of cash flow.

The Foundation adopted ASU No. 2017-07 Compensation — Retirement Benefits (ASC 715) Improving the
Presentation of Net Periodic Pension Cost and Net Periodic Postretirement Benefit Cost, effective

December 31, 2019. ASU No. 2017-07 requires that an employer report the service cost component in the same line
item or items as other compensation costs arising from services rendered by the pertinent employees during the
period. Certain other components of net benefit costs are required to be presented in the consolidated income
statement separately from the service cost component and outside a subtotal of income from operations. The
Foundation recognized net periodic pension benefits of $29,866 and $21,114 for years ended December 31, 2019
and 2018, in non-operating gains and losses. There is no service cost component in the recognized pension bengfits.

The Foundation adopted ASU No. 2018-08, Clarifying the Scope and Accounting for Contributions Received and
Made, effective January 1, 2019. ASU No. 2018-08 clarifies and improves the scope and the accounting guidance to
determine when a transaction should be accounted for as an exchange transaction or a contribution and how to
determine whether a contribution is conditional. The adoption of ASU No. 2018-08 had no impact on the consolidated
financial statements.

ASU No. 2018-15, Customer's Accounting for Implementation Costs Incurred in a Cloud Computing Arrangement
That Is a Service Contract, addresses how a customer should account for the costs of implementing a cloud
computing service arrangement and which costs should be capitalized as well as the term to use when amortizing
capitalized costs. ASU No. 2018-15 is effective for annual reporting periods beginning after December 15, 2020 and
interim periods within annual periods beginning after December 15, 2021. Early adoption is permitted. The
Foundation is evaluating the effect this guidance will have upon its consolidated financial statements.
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Note 3. Investments and Assets Limited as to Use or Restricted

The Foundation maintains pooled investments, which are allocated to the Foundation, Development, and Community
Health. The Foundation’s pooled investments are designated as trading securities. As such, investment return,
including unrealized gains and losses on these securities, is included in the excess revenue over expense as
nonoperating gains (losses) unless the income or loss is attributable to funds restricted by donors, in which case the
investment return is recorded to net assets with donor restrictions. All changes in fair value are reported as a
component of investment return. As of December 31, 2019 and 2018, 92.5% and 92.2%, respectively, of the pooled
investments are allocable to the Obligated Group, which excludes Non-Obligated Group Affiliates, Development, and
Community Health.

Investments and assets limited as to use or restricted as of December 31, 2019 and 2018 are as follows:

2019 2018

Investments: $ 200718 $ 1,759,587
Assets limited as to use or restricted:

Deposits for self-insurance 143,259 130,987

Assets designated by Board for community health expenditures 76,512 67,685

Executive benefit plans 37,198 30,102

Donor-restricted investments 23,411 21,458

Deposits for statutory requirements of DOI 6,645 6,559

Deposits limited by bond indentures or debt covenants 1,118 7,933

Total assets limited as to use or restricted 288,143 264,724

Total investments and assets limited as to use or restricted $ 2295328 $ 2,024,311

The Foundation has available for its use a variety of liquid financial resources, and manages them while considering
both liquidity constraints and needed availability. For this purpose, the Foundation defines financial assets as total
assets excluding property and equipment; right of use assets; inventories; prepaid expenses; intangible assets and
goodwill; deferred taxes; investment held in illiquid partnership; and other assets. The Foundation considers
receivables liquid since they can be sold to external parties. Cash in excess of daily requirements is managed
through banking sweep and investment arrangements, the use of various ultra-short bond funds, and its investment
portfolios. The Foundation has no required liquidity reserves; however, there are certain deposits required for
statutory purposes of the states in which the Foundation health insurance entities operate. These amounts are
reflected on the table which follows and are excluded from the available financial assets. The Board has designated
certain balances for community health expenditures as reflected in the table which follows; however, there are no
legal restrictions upon the use of these funds and the Board can re-designate them for other purposes. Health
Alliance maintains a revolving credit agreement in the amount of $150,000 as detailed in Note 12, to supplement its
available financial assets. While the table which follows presents financial assets available to meet the Foundation’s
cash needs, the Foundation uses its patient service revenues and the health insurance net premium revenue to meet
its general expenditures.
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Note 3. Investments and Assets Limited as to Use or Restricted (Continued)

Financial assets available to meet cash needs for general expenditures within one year as of December 31, 2019
and 2018 are as follows:

2019 2018
Financial assets $ 289,955 $ 2,564,179
Less financial assets unavailable for general expenditure within one year, due to:
Contractual or donor-imposed restrictions:
Donor-restricted investments* (23,411) (21,458)
Investments held in illiquid partnerships (135,646) (128,079)
Other investment assets (13,707) (8,274)
Investments in joint ventures (3,594) (3,522)
Beneficial interest in trust (4,012) (4,029)
Board Designations:
Assets designated by Board for community health expenditures (76,512) (67,685)
Executive benefit plans (37,198) (30,102)
Assets limited by statues or regulations:
Deposits for self insurance (143,259) (130,987)
Deposits limited by bond indentures or debt covenants (1,118) (7,933)
Deposits for statutory requirements of DOI (6,645) (6,559)
Financial assets available to meet cash needs for
general expenditures within one year $ 2451853 $ 2155551

* Donor-restricted investments represents assets which are subject to the satisfaction of donor restrictions as to
expenditure or with time or purpose conditions.
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Note 3. Investments and Assets Limited as to Use or Restricted (Continued)

Investment return for the years ended December 31, 2019 and 2018 comprises the following:

2019 2018
Interest and dividend income 3 52,951 $ 61,038
Net realized and change in unrealized gains and losses 201,160 (80,660)
Investment management fees (3,243) (3,009)

$ 250868 $ (22631

Investment return has been recorded in the consolidated statements of operations and changes in net assets for the
years ended December 31, 2019 and 2018 as follows:

2019 2018
Nonoperating gains:
Investment return $ 250,003 $  (22,651)
Other changes in net assets with donor restrictions:
Investment return 865 20

$ 250868 $ (22631
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Note 4. Fair Value Measurements

The carrying amount reported in the consolidated balance sheets for certain Foundation financial instruments
approximates fair value because of their short maturities. These include cash and cash equivalents, patient
receivables, other receivables, and accounts payable.

The Foundation holds certain financial instruments that are required to be measured at fair value on a recurring
basis. The valuation techniques used to measure fair value under ASC Topic 820 establishes a hierarchy for ranking
the quality and reliability of the information used to determine fair values. Assets and liabilities carried at fair value are
to be disclosed according to the following levels:

Level 1: 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: Observable inputs other than Level 1 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: Significant unobservable inputs that reflect a reporting entity’s own assumptions about how other market
participants would price an asset or liability

A description of the valuation methodologies used for assets and liabilities measured at fair value, as well as the
general classification of such instruments pursuant to the valuation hierarchy follows.

Investments and assets limited as to use or restricted: The fair value of the majority of the Foundation’s
investments is determined using Level 1 and Level 2 inputs. Fair value for Level 1 is based upon quoted market
prices. Fair value for Level 2 is based on quoted prices for similar instruments in active markets, quoted prices for
identical, or similar instruments in markets that are not active and model-based valuation techniques for which all
significant assumptions are observable in the market or can be corroborated by observable market data. Inputs are
obtained from various sources, including market participants, dealers, and brokers.

Interest rate swap contracts: Quoted prices are obtained from a number of dealer counterparties and other market

sources based on the observable interest rates and yield curves for the full term of the asset or liability. These fair
values are established using Level 2 inputs.
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Note 4. Fair Value Measurements (Continued)

Assets and liabilities at fair value: The following tables summarize assets and liabilities measured at fair value
basis as of December 31, 2019 and 2018:

2019
Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 157867 $ - $ - $ 157,867
Investments and assets limited as to use
or restricted:
Cash equivalents 158,008 - - 158,008
Fixed income securities:
U.S. government and agencies 42429 66,080 - 108,509
Mortgage-backed and asset-backed securities - 18,125 - 18,125
Corporate and other - 134,989 - 134,989
Mutual funds 888,258 - - 888,258
Commingled funds - 61,529 - 61,529
Marketable equity securities:
United States 451,482 2,961 - 454,443
Non-U.S. developed markets 113,396 91,810 - 205,206
Real asset investments:
Mutual funds 72,104 - - 72,104
Mutual funds—executive benefit plans 37,198 - - 37,198
Interest rate swap agreements - 4,040 - 4,040
$1920,742 $ 379534 $ - 2,300,276
Investments measured at net asset value* 135,646
Total recurring fair value measurements - assets $ 2,435,922
Liabilities:
Interest rate swap agreements 3 - $ 15642 $ - $ 15,642
Other accrued liabilities—executive benefit plans - 37,198 - 37,198
Total recurring fair value measurements - liabilities $ - $ 52840 % - $ 52840

* Certain investments measured at fair value using the net asset value per share (or its equivalent) practical expedient have not
been categorized in the fair value hierarchy. The fair value amounts presented in this table are intended to permit reconciliation of
the fair value hierarchy to the amounts presented in the consolidated balance sheets.

For the year ended December 31, 2019, total assets at fair value reported in this table is $2,435,922 and is different
from total investments and assets limited as to use or restricted reported as $2,295,328 in Note 3. The difference is
due to the inclusion of cash and cash equivalents of $157,867 and interest rate swap agreements of $4,040, and the
exclusion of other assets of $13,707, investments in joint ventures of $3,594, and beneficial interest in trust of
$4,012.
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Note 4. Fair Value Measurements (Continued)
2018
Level 1 Level 2 Level 3 Total
Assets:
Cash and cash equivalents $ 89248 3 -3 $ 89,248
Investments and assets limited as to use
or restricted:
Cash equivalents 80,091 - 80,091
Fixed income securities:
U.S. government and agencies 41,202 57,936 99,138
Mortgage-backed and asset-backed securities - 22,115 22,115
Corporate and other - 120,170 120,170
Mutual funds 898,344 - 898,344
Commingled funds - 54,364 54,364
Marketable equity securities:
United States 351,488 2,961 354,449
Non-U.S. developed markets 92,402 63,412 155,814
Real asset investments:
Mutual funds 65,820 - 65,820
Mutual funds—executive benefit plans 30,102 - 30,102
Interest rate swap agreements - 4,403 4,403
$ 1648697 $ 325361 3 1,974,058
Investments measured at net asset value* 128,079
Total recurring fair value measurements - assets $ 2,102,137
Liabilities:
Interest rate swap agreements $ $ 12376 $ $ 12,376
Other accrued liabilities—executive benefit plans 30,102 30,102
Total recurring fair value measurements - liabilities $ $ 42478 $ $ 42478

* Certain investments measured at fair value using the net asset value per share (or its equivalent) practical expedient have not
been categorized in the fair value hierarchy. The fair value amounts presented in this table are intended to permit reconciliation of
the fair value hierarchy to the amounts presented in the consolidated balance sheets.

For year ended December 31, 2018, total assets at fair value reported in this table is $2,102,137 and is different from
total investments and assets limited as to use or restricted reported as $2,024,311 in Note 3. The difference is due to
the inclusion of cash and cash equivalents of $89,248 and interest rate swap agreements of $4,403, and the

exclusion of other assets of $8,274, investments in joint ventures of $3,522, and beneficial interest in trust of $4,029.

The Foundation had no transfers between Levels 1 and 2 for the years ended December 31, 2019 and 2018.

22

(Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 4.

Fair Value Measurements (Continued)

The following information pertains to those alternative investments recorded at net asset value (NAV) or for which
unfunded commitments remain as of December 31, 2019 and 2018:

2019
Unfunded Remaining  Redemption  Redemption
Fair Value ~ Commitment Life Frequency  Notice Period
Commingled funds investing in:
Non-U.S. emerging markets equity (@) $ 20,226 NA NA Monthly 30 days
Private equity funds of funds (b) 115420 $ 67,951 to 2025 NA NA
Total $ 135,646
2018
Unfunded Remaining ~ Redemption  Redemption
Fair Value ~ Commitment Life Frequency  Notice Period
Commingled funds investing in:
Non-U.S. emerging markets equity (@) $ 17,884 NA NA Monthly 30 days
Private equity funds of funds (b) 110,195 $ 51,033 t0 2025 NA NA

(@)

(b)

Total $ 128,079

This category represents investments in international public equity securities. These investments are
recorded at fair value using NAV as a practical expedient, and contributions may be made and withdrawals
may be redeemed as of the first business day of each month.

The Foundation has 16 private equity investments that are structured as limited partnerships, the purpose of
which is to diversify the risk and return attributes of the investment portfolio. These partnerships make
investments in funds of leveraged buyout, venture capital, special situation, and other assets. These
investments are recorded at fair value using NAV as a practical expedient. Income recorded by the limited
partnership investments includes interest income, dividends, and realized/unrealized gains and losses of the
underlying investments, the net of which is recorded by the Foundation as investment income. The
Foundation has committed to make total investments of $211,500 by 2025. The remaining commitment at
December 31, 2019 and 2018 is $67,951 and $51,033 respectively. These investments cannot be
redeemed during the life of the funds. Instead, distributions are received through the liquidation of the
underlying assets of the funds. It is estimated that the underlying funds will be liquidated over periods
extending up to 12 years.
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Note 5. Patient Service Revenue and Patient Receivables

Patient services revenue is reported at the amount that reflects the consideration to which the Foundation expects to
be entitled in exchange for providing patient care. These amounts are generally due from both governmental and
non-governmental third-party payors and patients and includes variable consideration for retroactive revenue
adjustments due to settlement of ongoing and future audits, reviews and investigations.

The Foundation utilizes a portfolio approach as a practical expedient to account for categories of patient contracts as
collective groups 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.
The financial statement effects of using this practical expedient are not materially different from an individual contract
approach.

The Foundation's initial estimate of the transaction price for services provided is determined by reducing the total
standard charges related to the patient services provided by various elements of variable consideration, including
contractual adjustments, discounts provided to qualifying patients under financial assistance policies as charity care,
implicit price concessions provided primarily to uninsured patients, and other reductions to standard charges. The
Foundation 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. The estimates for contractual
allowances and discounts are based on contractual agreements, the Foundation’s discount policies, and historical
experience. For uninsured and under-insured patients, the Foundation determines the transaction price associated
with services rendered on the basis of charges reduced by implicit price concessions which are based on the
Foundation’s historical collection experience for applicable portfolios.

The Foundation is committed to providing quality health care to all, regardless of their ability to pay. Under the
Foundation’s financial assistance policy, patients meeting certain criteria receive care without charge or with a
significant reduction in charges. When patients successfully satisfy the prescribed requirements of the financial
assistance policy, applicable accounts receivable are reclassified to charity care. The Foundation does not pursue
collection of amounts identified as charity care; as such, they are not reported in patient service revenue.

Generally, the Foundation bills patients and third-party payors several days after the services are performed or
shortly after discharge. Revenues are recognized as performance obligations are satisfied. The Foundation
determines performance obligations based on the nature of the services provided and recognizes revenues for
performance obligations satisfied over time based on actual charges incurred in relation to total expected charges.
The Foundation believes that this method provides a faithful depiction of the transfer of services over the term of the
performance obligation. Generally, performance obligations satisfied over time relate to patients receiving inpatient
acute care services or patients receiving services in the Foundation’s outpatient care centers or other settings. The
Foundation measures the performance obligation from admission into the hospital or the commencement of
outpatient services 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 treatment.
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Note 5. Patient Service Revenue and Patient Receivables (Continued)

As substantially all of its performance obligations relate to contracts with a duration of less than one year, the
Foundation elected to apply the optional exemptions 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.

Subsequent changes to the estimate of the transaction price are generally recorded as adjustments to patient service
revenue in the period of the estimate change. Changes in the estimates of implicit price concessions, discounts,
contractual adjustments or other reductions to expected payments for performance obligations satisfied in prior years
were not significant. Portfolio collection estimates are updated based on collection trends.

The Foundation has elected the practical expedient and does not adjust the promised amount of consideration from
patients and third-party payors for the effects of a significant financing component due to the Foundation’s
expectation that the period between the time the service is provided to a patient and the time that the patient or a
third-party payor pays for that service will be one year or less. However, the Foundation does, in certain instances,
enter into payment arrangements with patients that allow payments in excess of one year. For those cases, the
financing component is not deemed to be significant to the contract.

Settlements with third-party payors for cost report filing and retroactive adjustments due to ongoing and future audits,
reviews or investigations are considered variable consideration and are included in the determination of the
estimated contract price for provided patient care. These settlements are estimated based on the terms of the
payment agreement with the payor, correspondence from the payor and the Foundation’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. Such estimates are determined through either a probability-weighted estimate or an estimate of the most
likely amount, depending on the circumstances related to a given settlement item. Estimated settlements are
adjusted in future periods as new information becomes available, or as years are settled or are no longer subject to
audit, reviews, and investigations.

Patient service revenue includes $605 of unfavorable retroactively determined settlements from third-party payors
related to prior years for the year ended December 31, 2019, and $11,567 of favorable retroactively determined
settlements from third-party payors related to prior years for the year ended December 31, 2018.

Patient accounts receivable has been adjusted to the estimated amounts expected to be collected. The amounts
expected to be collected are based upon management's assessment of historical and expected net collections
considering business and economic conditions, trends in healthcare coverage, and other collection indicators.
Management periodically assesses the expected amounts to be collected based upon historical collection and write-
off experience within payor categories. The results of these reviews are used to modify, if necessary, the expected
amounts to be collected.

For the years ended December 31, 2019 and 2018, approximately 67.4% and 69.0%, respectively, of the
Foundation’s patient service revenue was earned under prospective payment, cost, and cost-plus reimbursement
agreements with Medicare, Medicaid, and Blue Cross and Blue Shield of lllinois (Blue Cross). These reimbursement
agreements are subject to audit and adjustment by the administering agencies.
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Note 5. Patient Service Revenue and Patient Receivables (Continued)
A summary of the payment arrangements with major third-party payors follows:

Medicare: For the years ended December 31, 2019 and 2018, approximately 30.2% and 32.7%, respectively, of the
Foundation's patient service revenue was earned under Medicare and Medicare Advantage programs. The revenue
received from Health Group for Medicare and Medicare Advantage has been eliminated upon consolidation. The
Foundation is paid for inpatient acute care services rendered to Medicare program beneficiaries under prospectively
determined rates-per-discharge. These rates vary according to a patient classification system that is based on
clinical, diagnostic, and other factors. The prospectively determined classification of patients and the appropriateness
of the patients’ admissions are subject to validation reviews by a Medicare quality improvement organization, which is
under contract to perform such reviews. Outpatient services are paid via the outpatient prospective payment system.
Under this system, most outpatient services are paid at predetermined outpatient rates. The Foundation’s Medicare
cost reports have been audited and settled by the Medicare fiscal intermediary through December 31, 2014,

Medicaid: For the years ended December 31, 2019 and 2018, approximately 18.5% and 17.5%, respectively, of the
Foundation’s patient service revenue was earned under State Medicaid programs. The Foundation renders inpatient
and outpatient services to lllinois Public Aid patients at prospective rates determined by State reimbursement
formulas. These rates are not subject to retroactive adjustment.

The Foundation participates in the State provider assessment programs. These programs assist in the financing of
the State’s Medicaid program and have been renewed by the State through June 2024. Pursuant to these programs,
hospitals within the State are required to remit payment to the State’s Medicaid program under an assessment
formula approved by the Centers for Medicare and Medicaid Services (CMS). The Foundation has included
assessments of $30,315 and $23,787 for the years ended December 31, 2019 and 2018, respectively, within real
estate and other taxes expense in the accompanying consolidated statements of operations and change in net
assets. These programs also provide hospitals within the State with additional Medicaid reimbursement based on
funding formulas also approved by CMS. The Foundation has included additional reimbursement of $64,794 and
$54,168 for the years ended December 31, 2019 and 2018 within patient service revenue in the accompanying
consolidated statements of operations and change in net assets.

Blue Cross: Care for the majority of Blue Cross covered subscribers is paid under a Preferred Provider Organization
(PPO) plan. For the years ended December 31, 2019 and 2018, approximately 18.6% and 18.8%, respectively, of the
Foundation’s patient service revenue was earned under traditional Blue Cross and Blue Cross PPO plans. The Blue
Cross PPO plan reimburses the Foundation for inpatient services based on the lesser of net covered charges or per
diem costs from the annual Blue Cross cost report less one hundred dollars. Outpatient services are reimbursed
based on a specified discount from charges.

Blue Cross processes claims under a uniform payment plan on an interim basis subject to a monthly reconciliation

between actual payments received and the agreed-upon contractual amounts. The monthly reconciliation process
results in the recognition of a liability that is ordinarily liquidated within 90 days.
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Note 5. Patient Service Revenue and Patient Receivables (Continued)

Other: The Foundation has also entered into payment agreements with certain commercial insurance carriers, health
maintenance organizations, and preferred provider organizations. The basis for payment to the Foundation under
these agreements includes prospectively determined rates per discharge, discounts from established charges, and
prospectively determined daily rates.

The following table summarizes the composition of patient service revenue by payor for the years ended
December 31, 2019 and 2018:

2019 2018
Medicare $ 350,704 $ 326,950
Blue Cross 216,088 175,339
Medicaid 215,058 188,633
Other 378,428 376,869
Patient service revenue $ 1,160,278 $ 1,067,791

The following table summarizes the composition of patient service revenue by operational segment for the years
ended December 31, 2019 and 2018:

2019 2018
Hospital operations $ 940,038 $ 875,008
Physicians and advanced practice providers 199,546 169,208
Other medical services 20,694 23,575
Patient service revenue $ 1,160,278 $ 1,067,791
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Note 5. Patient Service Revenue and Patient Receivables (Continued)

Patient receivables at December 31, 2019 and 2018 are as follows:

2019 2018
Commercial insurance and other $ 34,714 % 59,742
Medicare 27,101 23,786
Private 33,437 19,865
Medicaid 14,064 17,296

$ 109316 $ 120,689

Note 6. Community Benefit and Charity Care

The Foundation maintains charity care and uninsured discount policies in accordance with final regulation guidelines
within Section 501(r) of the Code. These policies are routinely reviewed and updates, including federal poverty
guidelines and amounts generally billed, are incorporated into both policies and business practices.

The uncompensated cost of charity care is estimated by applying an overall cost to charge ratio to the charges
associated with patients who qualify for charity care. Estimated uncompensated costs of charity care totaled $33,627
and $36,285 for the years ended December 31, 2019 and 2018, respectively.

In addition to providing direct charity health services, the Foundation periodically conducts comprehensive
community needs assessments, including active partnering with various community service organizations. The
assessments help identify areas of under-served and under-insured populations and further help to promote a
common and joint approach to responding to identified community needs. The Foundation and its affiliates are key
financial supporters of Promise Healthcare NFP, which operates Frances Nelson Health Center, a federally qualified
health center, and also financially supports other health and educational services for eligible at-risk populations. The
Foundation plays a vital role in Champaign County’s emergency preparedness and homeland security initiatives.
These are in addition to numerous other community health and wellness programs identified by the community needs
assessments.
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Note 7. Net Assets with Donor Restrictions

The table which follows provides additional information regarding the composition of net assets with donor
restrictions of the Foundation at both December 31, 2019 and 2018.

2019 2018

Pledges $ 3695 $ 4,569
Perpetual Trust to benefit Hoopeston 3,605 3,641
Medical Education 3,927 3,424
Other 3,529 3,110
Research 3,559 2,645
Patient Care 748 820
Breast Cancer Institute 1,344 1,092
Children's Hearing Medical Services and School 350 476
Interest in Richland Memorial Hospital Foundation 412 394
Guest House 1,484 686
Charity & Indigent Care 212 200
Parish Nursing 137 114

Total net assets with donor restrictions $ 23,002 % 21171
Net assets with donor restrictions

to be held in perpetuity $ 6,647 $ 6,336

Note 8. Property and Equipment

Property and equipment as of December 31, 2019 and 2018 comprise the following:

2019 2018
Land and improvements $ 80,051 $ 76,867
Buildings and improvements 918,658 815,213
Furniture and equipment 532,979 473,385
Construction in progress 32,665 90,230

1,564,353 1,455,695
Less: accumulated depreciation (739,686) (669,953)

$ 824,667 $ 785,742

The Foundation’s contractual commitments and construction in progress as of December 31, 2019 is $32,665.
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Note 9.

Intangible Assets and Goodwill

On April 1, 2010, the Foundation acquired Health Alliance as part of its acquisition of the Clinic. The acquired assets
and assumed liabilities were recorded at fair market value. The difference between the recorded fair value and the
purchase price was recognized as goodwill. Substantially all the acquired intangibles, including goodwill, were

recorded by, and attributable to, Health Group.

Intangible assets and goodwill as of December 31, 2019 and 2018 comprise the following:

Intangible assets:
Subscriber relationships
State of lllinois contract
Trade name
Provider network
Subtotal intangible assets
Goodwill

Total intangible assets and goodwill

Intangible assets:
Subscriber relationships
State of lllinois contract
Trade name
Provider network
Subtotal intangible assets
Goodwill

Total intangible assets and goodwill

2019
Gross Carrying Accumulated Net Carrying
Amount Amortization Amount
$ 44,448  $ 40,718 $ 3,730
41,499 $ 40,462 1,037
9,800 9,555 245
6,700 6,532 168
102,447 97,267 5,180
85,214 - 85,214
$ 187,661 $ 97,267 $ 90,394
2018
Gross Carrying Accumulated Net Carrying
Amount Amortization Amount
$ 44,448  $ 36,274  $ 8,174
41,499 36,312 5,187
9,800 8,575 1,225
6,700 5,862 838
102,447 87,023 15,424
85,214 - 85,214
$ 187,661 $ 87,023 % 100,638
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Note 9. Intangible Assets and Goodwill (Continued)

Intangible assets excluding goodwill are amortized on the straight-line basis over ten years for book purposes and
are not amortized for tax purposes. Total amortization expense related to the intangible assets was $10,244 for both
of the years ended December 31, 2019 and 2018, and included in depreciation and amortization expense on the
consolidated statements of operations and changes in net assets. Total future expected amortization expense as of
December 31, 2019 is as follows:

Year(s) ending December 31:

2020 $ 2,936
2021 499
2022 499
2023 499
2024 747
Thereafter -
$ 5,180

The Foundation periodically reviews the appropriateness of the amortization periods related to its intangible assets and
the carrying value of goodwill for possible impairment. These reviews are conducted at least annually or whenever
events and circumstances indicate that amortizable long-lived assets and goodwill might be impaired.

Based upon the performed Step Zero assessment, coupled with additional quantitative support, the Foundation
concluded that it is more likely than not that the fair value of the Health Group exceeds book value. Therefore, goodwill
is not impaired and no impairment losses were recognized for the years ended December 31, 2019 and 2018.

Note 10. Income Tax Matters

The Foundation generates “unrelated business” income subject to federal and state income taxes (UBIT). The
Foundation recorded UBIT liability of $720 and $764 for the years ended December 31, 2019 and 2018, respectively.
UBIT expense of $687 and $1,037 was recorded for the years ended December 31, 2019 and 2018, respectively.

CHA Holding and its affiliates and subsidiaries file a consolidated federal tax return, except HANW Holding and its
subsidiary, which together file a separate consolidated federal tax return. In lllinois, Carle Holding files a state income
tax return for the noninsurance group. CHA Holding, Health Alliance, HAMW, and HA Connect file a state income tax
return for the insurance business. lowa income tax returns are filed on a unitary basis, as applicable. The state of
Washington does not impose a corporate income tax. The tax allocation agreement requires that taxes be provided
for amounts currently due or recoverable. Under that agreement, the parties have agreed that the consolidated tax
liability for any given year is allocated to those entities that have taxable income during such year in proportion to
each entity’s relative taxable income. Similarly, the consolidated tax benefit in any given year is allocated to those
entities that have taxable losses, giving rise to the benefit in proportion to each entity’s relative taxable losses.
Income taxes due or accrued are payable to the federal government through the consolidated filer. Historically,
Health Alliance has directly paid any state taxes payable for its separate state filings to the lllinois Department of
Revenue and the lowa Department of Revenue.
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Note 10.  Income Tax Matters (Continued)

The Foundation recorded tax receivable as other receivables and tax payable as other accrued liabilities. For its
for-profit entities, a net tax payable of $4,698 and $2,984 was recorded for the years ended December 31, 2019 and
2018, respectively. For these entities, income tax expense for the years ended December 31, 2019 and 2018
consisted of the following:

2019 2018
Current income tax expense $ 4876 $ 18,247
Deferred income tax expense 19,288 5,848
Income tax expense $ 24164  $ 24,095

Income tax expense for the for-profit entities attributable to revenue, gains, and other support over expenses differed
from the amounts computed by applying the federal income tax rate of 21% to pretax income for both of the years
ended December 31, 2019 and 2018, as a result of the following:

2019 2018
Computed "expected" tax expense $ 20,141  $ 14,189
Increase in income tax expense resulting from:
State income taxes, net of federal tax benefits 1,686 6,760
Nondeductible expenses and other 2,337 3,146

$ 24164  § 24,095
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Note 10.  Income Tax Matters (Continued)

Deferred income taxes result from temporary differences between the carrying amounts of assets and liabilities for
financial reporting purposes and the amounts used for income tax purposes. The components of Health Group’s
deferred tax assets and liabilities, using a 21% statutory tax rate for the years ended December 31, 2019 and 2018,
are as follows:

2019 2018
Deferred tax assets:
Accrued liabilities $ 2622 $ 4,385
Net operating loss 1,635 2,813
Operating Lease Liability 1,866 -
Accrued compensation and paid leave 1,374 1,373
Retiree health insurance reserve 1,362 1,359
Retiree plan benefits obligation - 8,513
Other 2,426 2,591
Total deferred tax assets 11,285 21,034
Deferred tax liabilities:
Unrealized gains and losses on investments 17,365 9,019
Accrued Pharmacy Rebates 9,606 7,184
Intangibles 2,014 4,915
Other 3,755 2,083
Total deferred tax liabilities 32,740 23,201
Net deferred tax assets (liabilities) $ (21,455) $ (2,167)

In assessing the ultimate realization of gross deferred tax assets, management considers whether it is more likely
than not that some portion or all of the deferred tax assets will not be realized. The ultimate realization of deferred tax
assets is dependent upon the generation of future taxable income during the periods in which those temporary
differences become deductible. Management considers the scheduled reversal of deferred tax liabilities, projected
future taxable income, and tax planning strategies in making this assessment. No deferred tax valuation allowance
was recognized by Carle Holding for the years ended December 31, 2019 or 2018. The state net operating loss
carryforwards at December 31, 2019 total $21,793 and expire beginning in 2030. Based upon the historical taxable
income of Carle Holding and projections for future taxable income during the periods in which the deferred tax assets
would be deductible, management believes it is more likely than not that Carle Holding will realize the benefits of the
deductible differences.
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Note 11.  Medical Claims Payable

Activity in medical claims payable related to covered medical services for the years ended December 31, 2019 and

2018 is summarized as follows:

2019 2018
Medical claims payable at beginning of year $ 118,685 $ 174,854
Incurred benefits related to the:
Current year 1,119,870 1,063,349
Prior years (23,346) (22,270)
Total incurred 1,096,524 1,041,079
Paid benefits related to the:
Current year 1,001,028 947,317
Prior years 94,118 149,931
Total paid 1,095,146 1,097,248
Medical claims payable at end of year $ 120,063 $ 118,685

The recorded incurred benefits above excludes primarily reinsurance recoveries, pharmacy rebates, incentive
payments, network management fees, capitation, and withholds, resulting in an expense offset of $5,720 and $287

for the years ended December 31, 2019 and 2018, respectively.

The movement in incurred benefits during the years ended December 31, 2019 and 2018 for prior years reflects the

lower-than-anticipated cost of claims.
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Note 12.  Long-Term Debt and Other Borrowings

The long-term debt at December 31, 2019 and 2018 is as follows:

Obligated Group:

IFA borrowings:
Series 2009B; variable rate, 1.65% at 12/31/19 and 1.70% at 12/31/18
Series 2009C; variable rate, 1.68% at 12/31/19 and 1.66% at 12/31/18
Series 2009E; variable rate, 1.72% at 12/31/19 and 1.69% at 12/31/18
Series 2011A; fixed rate, 4.00% to 6.00%
Series 2011B; variable rate, 1.90% at 12/31/19 and 2.35% at 12/31/18
Series 2011C; variable rate, 1.79% at 12/31/19 and 2.27% at 12/31/18
Series 2014A; variable rate, 1.59% at 12/31/19 and 2.02% at 12/31/18
Series 2016A,; fixed rate, 3.50% to 5.00%
Series 2016B; variable rate, 1.62% at 12/31/19 and 2.11% at 12/31/18
Less: unamortized discounts, premiums,

and debt issuance costs

Subtotal IFA borrowings
Installment note~Champaign Primary Care Center

Total Obligated Group debt outstanding
Less: current portion
Long-term portion

Non-Obligated Group:
Farm Credit Services—-Hoopeston
United States Department of Agriculture (USDA)
Rural Development-Richland
Installment note-Richland
Surplus debenture-HANW Health Plan
Less: unamortized debt issuance costs
Total Non-Obligated Group debt outstanding
Less: current portion
Long-term portion

Total current portion of long-term debt
Total long-term debt outstanding

Total debt outstanding
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Final Maturity

or Payment 2019 2018
2033 $ 25000 $ 25,000
2033 25,000 25,000
2033 55,000 55,000
2041 215,490 220,675
2033 50,000 50,000
2033 50,000 50,000
2020 8,955 17,740
2045 184,385 184,385
2046 50,000 50,000

12,193 12,478

676,023 690,278

2022 10,299 10,726
686,322 701,004
(15,479) (15,031)

670,843 685,973

2031 5,246 5,591
2037 5,250 5,530
2023 436 486
N/A 2,000 2,000
(30) (32)

12,902 13,575
(631) (587)

12,271 12,988

16,110 15,618

683,114 698,961

$ 699224 $§ 714,579
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Note 12.  Long-Term Debt and Other Borrowings (Continued)

IFA borrowings: The revenue bonds are obligations of the Obligated Group. On March 1, 2009, the Obligated
Group entered into a MTI, as supplemented by various Supplemental Master Trust Indentures (collectively referred to
as the Master Trust Indenture). The purpose of the MTI is to provide a mechanism for the efficient and economical
issuance of notes by the members of the Obligated Group using the collective borrowing capacity and credit rating of
the Obligated Group. The MTI requires individual members of the Obligated Group to make principal and interest
payments on notes issued for their benefit. The MTI also requires Obligated Group members to make payments on
notes issued by other members of the Obligated Group if such other members are unable to satisfy their obligations
under the MTI. Wells Fargo Bank, N.A. was, and remains, Master Trustee under the MTI. On March 1, 2009, the IFA
issued $239,415 of revenue bonds, which comprised $79,415 of fixed rate revenue bonds, Series 2009A, and
$160,000 of variable rate demand revenue bonds, Series 2009B through Series 2009E (collectively referred to as the
Series 2009 Bonds). The IFA issued the Series 2009A and Series 2009 Bonds pursuant to bond trust indentures
between the IFA and Wells Fargo Bank, N.A., as bond trustee. The Series 2009 Bonds were issued under and
secured by separate Bond Trust Indentures. The Series 2009A and Series 2009 Bonds were all issued pursuant to
the MTI and have been designated as tax-exempt for federal income tax purposes. Effective January 8, 2010, Bank
of New York Mellon Trust Company, N.A. became Successor Bond Trustee (Bond Trustee), replacing Wells Fargo
Bank, N.A.

The bond proceeds were primarily used to repay the short-term loan that enabled the Obligated Group to defease its
previously outstanding debt. The remaining proceeds were used to acquire, construct, renovate, remodel, and/or
equip certain health care facilities owned by the Foundation, and to pay certain expenses incurred in conjunction with
the issuance of the Series 2009A and Series 2009 Bonds.

The Northern Trust Company and JPMorgan Chase Bank, N.A. (Banks) provided credit and liquidity facilities to
support the Series 2009 Bonds by issuing irrevocable direct-pay letters of credit for each separate bond issue. The
letters of credit secure payment of the principal, interest, and purchase price of the Series 2009 Bonds and as of
December 31, 2019, the expiration dates are March 18, 2024 and December 20, 2023, for the respective banks.

The remaining Series 2009 Bonds bear interest at a weekly rate and give the bondholders the option of tendering
their bonds for purchase while in the weekly interest rate mode. The Obligated Group has entered into Remarketing
Agreements (Agreements) with Goldman Sachs & Co. and Barclays Capital, Inc., which provide for a “best efforts”
remarketing of the bonds that are tendered for purchase. If the bonds cannot be remarketed, the tendered bonds will
be purchased by the Banks pursuant to the terms of the letter of credit agreements. Upon purchase of the bonds by
the Banks, the Banks will be granted all security rights granted to a bondholder under the MTI. In accordance with the
Agreements between the Obligated Group and the Banks, if there is no event of default, the Obligated Group will
reimburse the Banks for all amounts drawn on the letters of credit. The obligations of the Obligated Group to the
Banks under the Agreements are secured by the same rights noted in the Bond Trust Indenture.

On May 19, 2011, the IFA issued $234,735 of fixed rate revenue bonds, Series 2011A, pursuant to bond trust
indentures between the IFA and Bank of New York Mellon Trust Company, N.A. as Bond Trustee. On June 16, 2011,
the IFA issued $50,000 of variable rate revenue bonds to each of two banks in direct placement transactions with
each, Series 2011B and Series 2011C, pursuant to bond trust indentures between the IFA and Bank of New York
Mellon Trust Company, N.A. as Bond Trustee. On July 15, 2014, the Series 2011B and 2011C Bonds were amended
through supplemental bond trust indentures, which, among other changes, resulted in a reduced interest rate
structure. The Series 2011A, Series 2011B, and Series 2011C (collectively referred to as the Series 2011 Bonds)
were issued under and secured by separate Bond Trust Indentures. The Series 2011 Bonds were all issued pursuant
to the MTI and have been designated as tax-exempt for federal income tax purposes.
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Note 12.  Long-Term Debt and Other Borrowings (Continued)

The bond proceeds were used to acquire, construct, renovate, remodel, and/or equip certain health care facilities
owned by the Foundation and to refinance the taxable indebtedness of the Foundation. The proceeds of the taxable
indebtedness had been used for the payment of costs of acquiring, constructing, renovating, remodeling, and
equipping certain of the Obligated Group members’ health facilities. The remaining proceeds were used to pay a
portion of the interest on the Series 2011 Bonds.

The Series 2011 Bonds are secured by a pledge of gross receipts (which includes all patient receivables) of the
Obligated Group members to the Master Trustee. Of the Series 2011A Bonds maturing on August 15, 2041, principal
of $75,000 is guaranteed by a financial guaranty insurance policy issued by Assured Guaranty Municipal Corp.

The Series 2011B and Series 2011C Bonds bear interest at a monthly rate calculated as a percentage of LIBOR plus
a spread. The banks that purchased the bonds agreed to an initial hold period of seven years from the date of
issuance, which has subsequently been extended. There are certain provisions that allow for the extension of this
hold period to a period extending no later than August 15, 2041, subject to notice provisions between the Obligated
Group and the bondholders. There are also provisions that allow the bonds to be converted into a different mode in
accordance with the bond trust indentures, and remarketed, accordingly.

On August 1, 2014, the IFA issued $26,095 of variable rate revenue bonds, Series 2014A bonds, to a bank in a direct
placement transaction, pursuant to a bond trust indenture between the IFA and Bank of New York Mellon Trust
Company, N.A. as Bond Trustee. The bond proceeds were used to refinance certain Series 2009A Bonds, which
were subject to early redemption provisions. The Series 2014A Bonds were issued pursuant to the MTI and have
been designated as tax-exempt for federal income tax purposes.

On November 10, 2016, the IFA issued $184,385 of fixed rate revenue bonds, Series 2016A, and $50,000 of variable
rate demand revenue bonds, Series 2016B, pursuant to separate bond trust indentures between the IFA and Bank of
New York Mellon Trust Company, N.A. as Bond Trustee. The Series 2016A and Series 2016B Bonds were issued
pursuant to the MTI and the Series 2016A Bonds and the Series 2016B Bonds (collectively, the Series 2016 Bonds)
were designated as tax-exempt and taxable, respectively, for federal income tax purposes.

The bond proceeds were used to (1) plan, design, acquire, construct, renovate, improve, expand, complete, and/or
equip certain of the Obligated Group’s health facilities and (2) refund all of the IFA’s then outstanding, variable rate
demand revenue bonds, Series 2009D.

The Series 2016 Bonds are secured by a pledge of gross receipts (which includes all patient receivables) of the
Obligated Group members to the Master Trustee.

JPMorgan Chase Bank, N.A provided a credit and liquidity facility to support the Series 2016B Bonds by issuing an

irrevocable direct-pay letter of credit, which secures payment of the principal, interest, and purchase price of the
Series 2016B Bonds, and as of December 31, 2019, the expiration date is December 20, 2023.

37 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 12.  Long-Term Debt and Other Borrowings (Continued)

In accordance with the provisions of the loan agreements and direct note obligations between the Obligated Group
and the IFA, the Obligated Group is required to make deposits for principal and interest to cover debt service on
outstanding obligations as they come due. Such deposits are held by the Bond Trustee and are reported within
assets limited as to use or restricted in the consolidated balance sheets.

The Master Trust Indenture, Bond Trust Indentures, and Agreements impose certain restrictive covenants upon the
Obligated Group related to maintenance of corporate existence, maintenance of insurance, limitations on transfer of
property, furnishing financial reports and other information, maintenance of certain financial ratios and levels,
limitations on additional debt and liens, transfers of cash and distributions, and other matters.

Installment note - Champaign Primary Care Center: This installment note is an obligation of the Obligated Group. In
conjunction with the construction of a primary care center in southwest Champaign in 2008, an installment note
payable to Geneva Mortgage was entered into for a principal sum of $14,200 and bearing a fixed interest rate of
6.21% on a 15-year note. Monthly installments of principal and interest of $93 are scheduled through July 1, 2022
with a balloon payment of $9,002 due on August 1, 2022. Subject to certain provisions, a prepayment penalty is
applicable to principal balances paid prior to their scheduled amortization.

Farm Credit Services - Hoopeston: In conjunction with the refinancing of existing debt and the renovation and
modernization of facilities at Hoopeston, a bond financing in the original amount of $7,450 and bearing an adjusted
interest rate of 5.15% was obtained from Farm Credit Services of lllinois on August 2, 2011. Monthly installments of
principal and interest of $48 are scheduled through August 1, 2031 with a final balloon payment of remaining
principal. Subject to certain provisions, a prepayment penalty is applicable to principal balances paid prior to their
scheduled amortization. The obligation is collateralized by a mortgage and a security interest in all the assets of
Hoopeston.

USDA Rural Development - Richland: The $5,250 of long-term debt for Richland as of December 31, 2019
comprises the following obligations:

a. USDA Rural Development real estate mortgage, loan interest 4.375% per annum, payable in monthly
installments of $22 beginning February 2005 through January 2035

b. USDA Rural Development real estate mortgage, loan interest 4.125% per annum, payable in monthly
installments of $14 beginning February 2007 through January 2037

c. Bank loan real estate mortgage guaranteed by USDA Rural Development maturing January 2036; current
loan interest 3.00% per annum payable in monthly installments of $6 through January 2021

The USDA Rural Development Loan Resolution Security Agreements require Richland to deposit a total of $4 per
month into a reserve account until $487 has been accumulated in the account. The reserve account is fully funded.
The reserve funds can only be expended for specific purposes as outlined in the Security Agreement. Accordingly,
these funds are included in assets whose use is limited in these consolidated financial statements.

Richland has pledged all real estate and equipment as security for the USDA Rural Development loans.
Installment note — Richland: In conjunction with the construction of an outpatient rehabilitation facility in Olney, an

installment note payable to CNB Bank was entered into for a principal sum of $650 and bearing a fixed interest rate
of 4.50% on a 15-year note. Monthly installments of $5 are scheduled through September 2023.
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Note 12. Long-Term Debt and Other Borrowings (Continued)

Surplus Debenture — HANW Health Plan: On December 28, 2015, HANW Health Plan issued Surplus Debentures
to Confluence Health, which has a 40% membership interest in HANW Holding, in the principal amount of $2,000 and
bearing a variable interest rate of Prime plus 0.75%, subject to the highest lawful rate. Principal is due and payable in
quarterly payments beginning on the last business day of each quarter, beginning on March 31, 2020 with payments
continuing until the entire amount, including all principal and interest has been paid. HANW Health Plan may also
prepay any portion of this debenture from excess surplus of HANW Health Plan without prepayment penalty, with
prepayments applied first to accrued but unpaid interest and any remaining prepayment to unpaid principal of this
debenture. All payments shall be payable only out of available surplus of HANW Health Plan subject to the minimum
surplus required to maintain total adjusted capital at a statutorily defined level. Further, all payments of accrued
interest and principal require the express written prior approval of the insurance regulatory authority of the state of
Washington.

Aggregate maturities of long-term debt (net of original issue discount) as of December 31, 2019 are as follows
assuming that the Series 2009 and Series 2016B Bonds are successfully remarketed:

Year (s) ending December 31:

2019 $ 16,110
2020 15,765
2021 8,633
2022 11,536
2023 24,110
Thereafter 623,070

$ 699,224

In the event a remarketing agent is unsuccessful in remarketing any of the Series 2009 or the Series 2016B Bonds, a
liquidity draw is prepared and presented to the credit providing Bank by the bond trustee and the bond trustee begins
the process to convert those bonds into Bank Bonds. In the event there is a draw against one of the associated
letters of credit, the Obligated Group shall pay the principal amount of the liquidity advance in eight substantially
equal quarterly principal payments with interest, with the first payment due on the first day of the month that is at
least 365 days following the day on which the Bank honored a liquidity drawing. Had the remarketing agent been
unsuccessful in remarketing the bonds in the last remarketing of December 2019, up to a total of $155,000 of
payments would have been accelerated and due in 2021 and 2022.
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Note 12. Long-Term Debt and Other Borrowings (Continued)

The composition of interest and financing expense for the years ended December 31, 2019 and 2018 is as follows:

2019 2018

Interest on IFA revenue bonds $ 26611 $ 26,237
Interest on short-term borrowings 4,154 6,572
Interest on installment notes 1,070 1,233
Finance and letter of credit fees 743 956
Net interest expense on derivative instruments 720 1,120
Other 913 3,121

34,211 39,239
Less: capitalized interest (725) (1,996)

$ 33486 $ 37,243

Line of credit — Health Alliance: On June 24 2019, Health Alliance renewed a $150,000 secured 364-day
syndicated revolving credit agreement with PNC Bank, National Association, as the co-lead arranger/administrative
agent, which gives Health Alliance the option of choosing LIBOR-based or Prime-based borrowings with a limited
number of LIBOR tranches, each defined by an interest rate established at the advance date. The rate on each draw
will be LIBOR plus 3.00% or Prime plus 2.00% depending on the option chosen. There is also a nonusage fee of
0.175% payable monthly on the average unused portion. This line of credit is secured by all Health Alliance
receivables, inventory, equipment, and general intangibles. Principal and interest payments are made monthly.
Health Alliance is required to limit the amount borrowed under the revolving credit facility to 80% of the eligible
accounts receivable that serves as collateral and to maintain cash and cash equivalents as defined in the credit
agreement at 125% of the amount borrowed. Both requirements were met as of December 31, 2019 and 2018.

Borrowings under this agreement at December 31, 2019 and 2018 are as follows:

2019 2018
LIBOR tranche 1; 4.72% at 12/31/19 and 5.39% at 12/31/18 $ 10,000 $ 25,000
LIBOR tranche 2; 4.77% at 12/31/19 and 5.48% at 12/31/18 25,000 20,000
LIBOR tranche 3; 4.80% at 12/31/19 and 5.53% at 12/31/18 30,000 20,000
LIBOR tranche 4; 4.74% at 12/31/19 20,000 -

$ 85000 §$ 65,000

The Foundation maintains an interest-rate risk-management strategy that uses derivative instruments (interest rate
swap agreements) to minimize significant, unanticipated earnings fluctuations caused by interest rate volatility. The
Foundation’s specific goals are (1) to manage interest rate sensitivity by modifying the repricing or maturity
characteristics of its variable rate debt and (2) to lower, where possible, the overall cost of its borrowed funds.
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Note 13. Interest Rate Swap Agreements

The interest rate swap agreements involve the periodic exchange of payments without the exchange of the notional
amount upon which the payments are based. The Foundation does not typically use derivative instruments for trading
purposes, nor does it use leveraged financial instruments. Credit risk related to the derivative financial instruments is
considered minimal and is managed by using multiple counterparties, requiring high credit standards for its
counterparties and through periodic settlements. The counterparties to these contractual arrangements are financial
institutions that carry investment-grade credit ratings. The Foundation is exposed to potential credit loss in the event
of nonperformance by these counterparties. To mitigate credit exposure, the swap agreements contain certain
collateral and termination provisions applicable to both the Foundation and the counterparties. The Foundation does
not anticipate nonperformance by the other parties. The fair value of the swap agreements is included on the
consolidated balance sheets.

Interest expense includes $1,606 and $1,780 for the years ended December 31, 2019 and 2018, respectively, for net
periodic payments to the counterparty for the fixed-payer interest rate swaps and $886 and $660 for the years ended
December 31, 2019 and 2018, respectively, for net periodic payments from the counterparty for the basis interest
rate swaps.

The interest rate swap agreements as of December 31, 2019 and 2018 are as follows:

Notional Change in Fair Value of
Maturity Foundation Foundation Value Fair Value Derivative Instruments
Counterparty Date Pays Receives 2019 2019 2018 2019 2018

PNC Bank 2/15/2035 3.537% 65% of 1-Month
LIBOR+012%  $ 59575 $ (13624) $ (10578) $ (3046) $ 2175

Citibank, N.A. 2/15/2028  3.347% 65% of 1-Month
LIBOR +0.12% 23,875 (2,018) (1,798) (220) 671
Goldman Sachs  12/15/2028 SIFMA Municipal ~ 92.39% of 3-Month
Mitsui Marine Swap Index LIBOR
Derivative
Products, L.P. 50,000 1,446 2,028 (582) 426
Mizuho 10/01/2049 79% Fed fund+  79% Fed fund +
Capital 1.411% 2.070% 100,000 909 - 909
Markets

Barclays Bank 04/01/2034 SIFMA Municipal ~ 67% of 10-year
PLC Swap Index LIBOR+0.074% 100,000 1,685 2,375 (690) 460

$ 333450 $ (11602) $ (7973) $ (3629) $§ 3732

Recorded on the consolidated balance sheets as: $ 4040 $ 4,403
Asset (15,642) (12,376)
Liability

$ (11602) $ (7.973)
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Note 14.  Professional, General, Workers’ Compensation, and Health Insurance

The Foundation formed Health Systems Insurance, Ltd., (HSIL), an offshore captive insurance company, to
underwrite the professional and general liability risks of the Foundation and its subsidiaries and affiliates on a claims-
made basis with a retroactive date to January 1, 1986. The Foundation owns 100% of the outstanding common stock
of HSIL. HSIL determines the liability assessments based upon the recommendations made by the Foundation’'s
independent actuary.

HSIL provided a partial premium waiver for coverage from February 1, 2018 through January 31, 2020 to the
Foundation’s insured entities to help reduce HSIL's excess capital.

Effective February 2018 and continuing, HSIL underwrites a primary layer of professional and general liability
insurance to its insured subsidiaries and affiliates with liability limits of $3,000 per occurrence with no annual
aggregate and also includes a buffer layer of $1,000 per occurrence with $1,000 in aggregate. HSIL also provides
excess layers of insurance (100% reinsured) to its insureds with a combined liability limit of $60,000 per occurrence
with a combined annual aggregate of $60,000. The excess insurance is procured through four commercial insurers.

Prior to 2018, HSIL provided a primary layer of insurance with liability limits of $3,000 per occurrence with no annual
aggregate and provided excess layers of insurance with a combined liability limit of $50,000 per occurrence with a
combined annual aggregate of $50,000. Prior to February 2013, HSIL provided similar coverage except the excess
layer was $40,000 per occurrence with a $40,000 annual aggregate. Also, prior to February 2007, HSIL provided
similar coverage except the primary layer was $4,000. Prior to 2005, the primary layer contained varied per
occurrence and annual aggregate limits.

The amount of reinsurance recoverable on unpaid losses for professional and general liability insurance as of
December 31, 2019 and 2018 was $15,347 and $9,263, respectively. The coverage is currently arranged through
January 31, 2020. There are no assurances that the Foundation and Health Systems will be able to renew existing
policies on similar terms.

Effective February 2012 and continuing, HSIL underwrites workers’ compensation risk for the Foundation and its
insured subsidiaries and affiliates for all claims with a date of loss after January 31, 2012. HSIL covers the first $750
per occurrence, and amounts above this retention are covered by an external insurance carrier. Prior to this time, the
Foundation had elected to self-insure its workers’ compensation risk.

Effective April 1, 2019, HSIL insures Health Alliance and selected affiliates for medical stop loss coverage on a
claims made basis with no aggregate, with coverage for losses in excess of each member’s specific retention with all
losses in excess of $1,500 being fully reinsured. The amount of Health Group reinsurance recoverable as of
December 31, 2019 and 2018 was $2,405 and $1,656, respectively.

The Foundation has elected to self-insure a portion of its employee health insurance cost. The Foundation is
self-insured annually up to $600 per enrollee and with an unlimited maximum lifetime benefit (covering services from
both in-network and out-of-network providers). Claims in excess of $600 are funded through a commercial stop-loss
policy procured by the Foundation.

In the event that companies providing the excess loss insurance are unable to meet their obligations under existing
agreements, the Foundation would be liable for defaulted amounts.

42 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 14.  Professional, General, Workers’ Compensation, and Health Insurance (Continued)

The liabilities and assets recorded on the consolidated balance sheets for professional, general, workers’
compensation and health insurance as of December 31, 2019 and 2018 are as follows:

2019 2018
Liabilities:
Health insurance 3 20,779 % 23,504
Professional, general, and other 95,673 84,340
Insurance reserves, gross 116,452 107,844
Assets:
Reinsurance recoverable - unpaid losses 17,752 10,919

The associated expenses recorded on the consolidated statements of operations and changes in net assets for the
years ended December 31, 2019 and 2018 are as follows:

Expense
2019 2018
Health insurance $ 62,112 $ 61,310
Professional, general, and other 17,858 17,532

$ 79970  $ 78,842

The Foundation established a provision for outstanding professional, general, and workers’ compensation liability
losses based upon recommendations made by the Foundation’s independent actuary.

The Foundation’s net outstanding losses for professional and general liability risks on a discounted basis for all policy
years, including estimates for incurred but not reported claims, were $74,722 and $71,686 as of December 31, 2019
and 2018, respectively.

The Foundation’s outstanding losses for workers’ compensation risks on a discounted basis for all policy years after
January 31, 2012 were $3,470 and $3,391 as of December 31, 2019 and 2018, respectively.

The Foundation’s outstanding losses for medical stop loss claims from April 1, 2019 to December 31, 2019 was
$970.
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Note 15.  Pension Plans
The Foundation has defined contribution pension plans for its employees as follows:

Foundation: Upon meeting eligibility requirements, the Foundation contributes 5.0% of an employee’s salary to the
relevant plan. For any eligible employee contributing to a 403(b) or 401(k) plan, the Foundation matches up to 2.0%
of the employee’s earnings as well as contributing an additional 2.0% for earnings above the social security taxable
wage base, up to the maximum allowed.

Richland: In 2018, Richland matched 100% of the first 3.0% of an employee’s contributions and 50% of the next
2.0% of employee’s contributions for any eligible employee contributing to a 401(k). The maximum match was equal
to 4.0% of the employee’s eligible compensation. Effective January 1, 2019, Richland employees transferred to the
Foundation’s defined contribution plan.

Total expense incurred by the Foundation under the defined contribution plans for the years ended
December 31, 2019 and 2018 was $35,752 and $31,564, respectively. The total liabilities at December 31, 2019 and
2018 are $25,655 and $22,573, respectively.

The Foundation acquired a qualified noncontributory defined benefit pension plan through a 2010 acquisition which
was terminated in 2019. The Foundation received a favorable determination letter effective February 13, 2019 from
the Internal Revenue Service in response to the termination. Consequently, balances were distributed in 2019 based
upon participant selection: rolled into an eligible plan, distributed, or transferred to an insurance company which will
annuitize the balances to participants based on the plan provisions.

Prior to termination, the Plan covered employees formerly employed by the acquired entity and hired prior to January
1, 2004 who met eligibility requirements. The benefits were based on each employee’s compensation during the
highest five consecutive years of the last 15 years of employment for years of service through December 31, 2011, at
which time participants’ accrued benefits were frozen. The Foundation made annual contributions to the plan in an
amount not less than the amount of the amortization of prior service cost as determined by the plan’s actuary.
Pension cost was determined using the projected unit credit method.
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Note 15.  Pension Plans (Continued)

Pension expense is included in employee benefits on the Foundation’s consolidated statements of operations and
changes in net assets. The table below sets forth the defined benefit plan’s funded status, amounts recognized in the
consolidated financial statements, and assumptions at December 31, 2019 and 2018:

2019 2018
Change in benefit obligation:

Benefit obligation at beginning of year $ 368,241 % 403,041
Interest cost 14,672 13,581
Actuarial (gain) loss (13,701) (33,538)
Benefits paid and transferred (369,212) (14,843)

Benefit obligation at end of year - 368,241

Change in plan assets:

Fair value of plan assets at beginning of year 338,375 335,061
Actual return on plan assets 52,801 1,157
Employer contribution - 17,000
Benefits paid and transferred (369,212) (14,843)

Fair value of plan assets at end of year* 21,964 338,375

Funded status at end of year, recognized on the consolidated
balance sheet $ - ¢ (29,866)

Accumulated benefit obligation at end of year $ - ¢ 368,241

Components of net periodic pension benefit for the years ended December 31, 2019 and 2018 is as follows:

2019 2018
Interest cost $ 14672 $ 13,581
Expected return on plan assets (14,739) (18,073)
Mark to market gain (29,799) (16,622)
Net periodic pension benefit $ (29,866) $ (21,114)

* While all benefit obligations of the pension plan were satisfied, the pension plan contained residual assets of
$21,964 at December 31, 2019 that are not included in the Foundation’s consolidated balance sheet. During the first
half of 2019, the plan recognized investment gains significantly in excess of expectations, more participants than
expected elected lump sum distributions, and insurer pricing of the transferred liabilities was very favorable. The
Foundation’s efforts with outside counsel to obtain IRS approval to maximize the withdrawal of excess assets from
the pension plan have to date been unsuccessful. After the expected payments of applicable excise taxes, income
taxes on deemed excess contributions, payment of all earnings to the Treasury, and associated legal and consulting
expenses, the Foundation may recover approximately $1,824 of the residual balance.
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Note 15.  Pension Plans (Continued)
The discount rate used to determine benefit obligations at December 31, 2018 was 4.08%.

The weighted-average assumptions used to determine net periodic benefit cost for the year ended

December 31, 2018 included a 3.44% Discount rate and a 5.35% expected return on plan assets. The Foundation's
Investment Policy Committee (the Committee) oversaw the investment policy of the Pension Fund. In establishing the
investment policy for the Pension Fund, the Committee took into consideration the long-term nature of the asset
pool as well as the participants’ needs and assesses the risk and returns characteristics of the various asset classes
available to institutional investors and utilizes the guidance of outside investment consultants. The Committee
established the target asset allocation and permissible ranges of eligible investment asset classes, which are subject
to change. The performance objective of the Pension Fund's investment assets was to exceed, after investment
management fees, the actuarial assumed rate of return and a customized blended benchmark. The benchmark
consisted of a weighted-average of market indices that represent a passive implementation of the investment policy
targets.

Factors used in determining the overall expected long term rate of return on all assets include inflation rate, expected
real return, and expected nominal volatility. Based on analysis performed and the current asset mix, an expected
long-term rate of return on pension assets of 5.35% is assumed in order to determine net periodic benefit costs for
fiscal year 2018.

The Pension Fund’s target and actual weighted-average asset allocations at December 31, 2018 is as follows:

2018
Target Actual
Allocation Allocation
Equity securities 2-22% 11%
Debt securities 78-98% 87%
Other 0-10% 2%
100% 100%

The following table summarizes the plan’s assets as of December 31, 2018 within the fair value hierarchy (Note 4).
All the plan assets were either Level 1 or Level 2.

2018
Level 1 Level 2 Level 3 Total

Cash and cash equivalents $ 8889 $ -3 - $ 8,889
Fixed income securities:

Mutual funds 292,673 - - 292,673
Marketable equity securities:

United States 21,154 - - 21,154

Non-U.S. developed markets 15,659 - - 15,659

Total fair value of plan assets $ 338375 $ - 3 - 3 338,375

The plan assets had no transfers between Levels 1 and 2.
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Note 16. Commitments and Contingencies

Litigation: The Foundation and its subsidiaries and affiliates are currently defendants in several lawsuits arising in
the normal course of operations. In management's opinion, the estimated costs accrued as of December 31, 2019
are adequate to provide for potential losses and management believes these matters will be resolved without
material adverse effect on the future financial position or results from operations of the Foundation and its
subsidiaries and affiliates.

Capitation arrangements: Health Group has entered into capitated risk agreements with physicians and other
health care providers to cover certain medical services. Payments made to these entities totaled $153,248 and
$145,853 for the years ended December 31, 2019 and 2018, respectively. Health Group remains ultimately liable
should the capitated entities be unable to meet their obligations.

Legal, regulatory, and other contingencies and commitments: The laws and regulations governing the
Medicare, Medicaid, and other government health care programs are complex. The federal government has
increased its enforcement activity, including audits and investigations related to hilling practices, clinical
documentation, and related matters. The Foundation maintains a compliance program designed to educate
employees and to detect and correct possible violations.

Health Group participates in the Medicare Advantage program administered by CMS. Under this plan, CMS uses a
risk-adjustment model to pay for enrollees, which allows higher payments for those enrollees with higher medical risk.
Health Group submits diagnosis codes on Medicare Advantage claims and medical records from hospitals or
physician providers to CMS. CMS uses the data to compute the risk-adjusted premium to remit to Health Group.
CMS continues to perform Risk Adjustment Data Validation Audits (RADV audits) of selected Medicare Advantage
plans to validate the accuracy of the data utilized to determine the risk-adjusted payments.

DOI and other state and federal agencies routinely conduct regulatory investigations and compliance audits of
healthcare providers and health plans. The Foundation is subject to these regulatory efforts. Management is currently
unaware of any regulatory matters, which may have a material adverse effect on Foundation’s financial position or
results of operations.

On January 1, 2014, Health Group became subject to the annual Health Insurance Provider fee under section 9010
of the Federal Affordable Care Act (ACA). This annual fee will be allocated to individual health insurers based on the
ratio of the amount of the entity's net premiums written during the preceding calendar year to the amount of health
insurance for any U.S. health risk that is written during the preceding calendar year. A health insurance entity’s
portion of the annual fee becomes payable once the entity provides health insurance for a U.S. health risk for each
calendar year beginning on or after January 1 of the year the fee is due. The Federal Government suspended the
Health Insurance Provider fee payable in 2019, which was based on 2018 written health insurance. As of December
31, 2018, Health Group paid $23,256 of non-deductible expense for the ACA annual health insurer fee.

Premium adjustments pursuant to the ACA risk adjustment program are based upon the risk scores (health status) of
enrollees participating in the risk adjustment covered plans. Adjustments are estimated for the portion of the policy
period that has expired and shall be reported as an immediate adjustment to premium. As of December 31, 2019
and 2018, Health Group has ACA risk adjustment net payable of $9,944 and $14,796, respectively related to current
and prior benefit years.

On May 6, 2011, CMS issued a final rule establishing a value-based purchasing program (VBP) for acute care
hospitals paid under the Medicare Inpatient Prospective Payment System. Since federal fiscal year 2013, value-
based incentive payments have been made based upon a provider’s achievement of or improvement in a set of
clinical and quality measures designed to foster improved clinical outcomes.
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Note 16.  Commitments and Contingencies (Continued)

The VBP started with a 1.00% reduction in Medicare inpatient payments in federal fiscal year 2013 that increased
annually by 0.25% up to 2.00% of payments for federal fiscal year 2017. The reduction was also established at
2.00% for federal fiscal years through 2020. These value-based incentives will be withheld and redistributed based
on hospital performance.

It is not currently possible to determine the impact of any additional or further cuts that may result based on any
federal budget actions to Medicare reimbursement. The Foundation continues to monitor the impact of these
regulations.

Tax exemption for sales tax and property tax: Effective June 14, 2012, the Governor of lllinois signed into law,
Public Act 97-0688, which created a new standard for state sales tax and property tax exemptions in lllinois. The law,
commonly referred to a Section 15-86 of the Property Tax Code, established new standards for the issuance of
charitable sales tax and property tax exemptions, including requirements for a nonprofit hospital to certify annually
that in the prior year, it provided qualified services and activities to low-income and underserved individuals with a
value at least equal to the hospital’s estimated property tax liability. The Foundation certified its services and
activities as required by county officials for the 2019, 2018, 2017, 2016, 2015, 2014, 2013, and 2012 years. These
certifications required the subsequent approvals from each respective county and the lllinois Department of Revenue;
accordingly, the Foundation has not recognized property tax expense on those properties eligible for exemption since
2011. Until 2011, the Foundation recognized property tax expense on all of its properties as they were added to the
property tax rolls beginning in 2004 through 2007.

The Foundation has been working through the court system to recover the property taxes paid on previously exempt
properties for tax years 2004 through 2011. In October 2013, the Foundation resolved its claims against two of the
defendants by way of a settlement in which the two defendants agreed to make scheduled payments to the
Foundation, beginning in 2013 and continuing through 2018, and the Foundation agreed to allow those defendants to
keep a portion of the taxes that had been paid. The Foundation’s claims against the remaining defendants continue.

On September 20, 2018, the lllinois Supreme Court upheld the constitutionality of Section 15-86 in the case of
Oswald v. Hamer. The timing of the Oswald decision was particularly important as it provided much needed clarity
with regard to the application of Section 15-86 to the Foundation’s pending claims. A bench trial commenced in
Champaign County Circuit Court on January 2, 2019 and continued through January 31, 2019.

At trial, the Foundation sought a judicial determination under Section 23-25(e) of the Property Tax Code that it is
entitled to tax exemptions for tax years 2004 through 2011 for four parcels located at its medical campus in Urbana.
The court concluded in its February 5, 2020 opinion that the Foundation is entitled to property tax exemptions for the
four parcels for tax years 2005 through 2011, but not tax year 2004. Further, it found that the Foundation is not
entitled to prejudgment interest on the property tax payments made by the Foundation for those parcels and tax
years, is not entitled to damages for breach of a 2002 Settlement Agreement between the Foundation and the City of
Urbana and Cunningham Township and is not entitled to recover attorney’s fees. The court ordered the Champaign
County Treasurer to issue a tax refund of $6,240 to the Foundation. This decision will be appealed to the Fourth
District Appellate Court. No settlement amount was recognized within the consolidated financial statements as of
December 31, 2019.

Investment risk and uncertainties: The Foundation invests in various investment securities, which are exposed to
various risks, including interest rate, credit, and overall market volatility among others. Due to the level of risk
associated with certain investment securities, it is at least reasonably possible that changes in the values of
investment securities may occur in the near term and that such change could materially affect the amounts reported
in the accompanying consolidated balance sheets.

48 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 16.  Commitments and Contingencies (Continued)

Carle lllinois College of Medicine: Effective August 1, 2015, the Foundation entered into an Affiliation Agreement
with the Board of Trustees of The University of Illinois for the development of a College of Medicine at its
Urbana-Champaign campus with an engineering-focused curriculum and to be known as the Carle lllinois College of
Medicine (CI COM). This agreement resulted in an unconditional commitment of $50,000, which was recorded as
general and administrative expense in 2015. The Foundation has funded $50,000 of this commitment, $10,000 each
year from 2015 through 2019. In 2017, the Foundation pledged and recorded an additional $50,000, payable in five
equal annual installments. These amounts will be funded from 2020 through 2024. As of December 31, 2019,
$10,000 of this commitment resides in current accrued liabilities and $40,000 of this commitment resides in long-term
other accrued liabilities on the consolidated balance sheet.

Note 17.  Risk-Based Capital and Dividend Restrictions

The DOI imposes risk-based capital (RBC) requirements on insurance companies, including Health Group. The RBC
model serves as a benchmark for the regulation of insurance companies by state insurance regulators. RBC provides
for targeted surplus levels based on formulas that specify various weighting factors that are applied to financial
balances or various levels of activity based on the perceived degree of risk and are set forth in the RBC
requirements. At December 31, 2019 and 2018, the total statutory net worth of Health Group was $243,547 and
$220,616, respectively. Its authorized control level RBC was $37,536 and $37,523 at December 31, 2019 and 2018,
respectively.

The ability of Health Alliance to pay dividends is dependent upon business conditions, income, cash requirements of
Health Alliance, and other relevant factors. The payment of stockholder dividends by insurance companies without
prior approval of the DOI is limited to formula amounts based on net income and capital and surplus, determined in
accordance with statutory accounting principles, as well as the timing and amount of dividends paid in the preceding
12 months. For the years ended December 31, 2019 or 2018, Health Alliance has paid $19,189 and $16,636
dividends, respectively. These dividents have been eliminated upon consolidation.

Note 18. Concentrations of Credit Risk

A major subscriber of Health Alliance is the membership administered by the State, which includes State of lllinois
Employee Group, Local Government Health Plan, Teachers Retirement System, and College Insurance Program.
Premium revenue from this subscriber amounted to $683,840 and $663,281 for the years ended December 31, 2019
and 2018, respectively. Premium receivables due from the State of Illinois at December 31, 2019 and 2018 totaled
$228,629 and $239,655, respectively. As of December 31, 2019, the State of lllinois Employee Group has five
months outstanding receivables due to Health Alliance. In addition, interest receivable from the State for premiums
past due is $22,606 and $27,849 at December 31, 2019 and 2018, respectively. Health Alliance expects to collect the
State of lllinois receivables in full. Health Alliance has a subscriber contract with the State of Illinois through

June 30, 2020 with additional one-year renewals.

The Foundation has deposits in local financial institutions, which at times exceed Federal Deposit Insurance

Corporation limits by material amounts. The Foundation has not experienced any losses in such accounts and
believes its cash balances are not exposed to any significant credit risk.

49 (Continued)





The Carle Foundation

Notes to Consolidated Financial Statements
December 31, 2019 and 2018

(Dollars in thousands)

Note 19. Leases

The Foundation adopted ASU No. 2016-02 Leases (ASC 842) effective January 1, 2019. Adoption of ASU No. 2016-
02 resulted in the recognition of a right of use asset on the consolidated balance sheets for leases with a term greater
than 12 months. Right-of-use assets of $22,812, including $1,066 reclassification of prepaid rent, short-term lease
liabilities of $4,081 and long-term lease liabilities of $17,725 were recognized upon adoption of this lease standard.
Short-term and long-term lease liabilities are reflected within both current other accrued liabilities and long-term other
accrued liabilities, respectively, within the consolidated balance sheets.

Under this accounting standard, a lease exists if a contract conveys to a customer the right to control the use of
identified property, plant or equipment for a period of time in exchange for consideration. Leases are classified as
finance or operating with classification affecting the pattern and expense recognition within the consolidated
statements of operations and changes in net assets.

To determine the applicable lease term for each lease in accordance with criteria prescribed by ASU No. 2016-02,
management evaluated the likelihood of exercising contractual options to renew or extend optional lease terms. This
evaluation considered current Foundation strategic plans and initiatives as well as foreseeable plans for capital
expenditures and facilities utilization. These evaluations guided the establishment of each lease’s term under this
accounting guidance and drove the determination of the beginning right of use asset value and associated current
and long-term lease liabilities

The Foundation elected the package of practical expedients, which allowed retention of previous assessments
regarding whether contracts contained leases as defined under this accounting standard, retained previous lease
classification assessments and did not reassess whether previously capitalized direct costs would qualify for
capitalization under this accounting guidance.

The Foundation also elected the short-term lease recognition exemption for all classes of leases. This exemption
dictates that right of use assets and associated lease liabilities will not be recognized within the consolidated balance
sheets for all designated short-term leases. This results in the lease payment being recognized as lease expense
within the consolidated statements of operations and changes in net assets.

The Foundation includes fixed payments plus, for many of the Foundation’s leases, variable payments. For office
space leases that include variable payments, those include payments for the Foundation’s proportionate share of the
property taxes, insurance, and common area maintenance. As most of the Foundation's operating leases and finance
leases do not state an implicit rate, the Foundation uses its incremental borrowing rate based on recent debt
issuances and comparable market transactions for similar credit quality borrowers in determining the present value of
lease payments. The incremental borrowing rate is reviewed annually and is used in determining present values for
new and revised leases. Operating lease expense and finance lease depreciation expense are recognized on a
straight-line basis over the lease term. Variable lease costs generally consist of common area maintenance and are
immaterial to total lease expense.

The Foundation leases medical facilities, office space and equipment under long-term noncancelable agreements
that expire at various dates through the year 2028. In addition, the Foundation leases land under long-term
noncancelable agreements that expire at various dates through the year 2065. None of these leases contain residual
value guarantees.
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Note 19.  Leases (Continued)

The table, which follows, describes various lease components and attributes as of December 31, 2019:

Operating Finance

Leases Leases Total

Lease costs

Right-of-use amortization $ - % 2921 $ 2921

Interest on lease liabilities - 627 627

Operating lease cost 1,781 - 1,781

Variable Lease Cost - (1) (1)

Short-term lease cost 128 - 128
Total lease costs $ 1909 $ 3547 $ 5456
Right-of-use asset

Beginning value $ 11477 $ 11766 $ 23,243

Amortization (1,364) (2,921) (4,285)
Right-of-use asset, net $ 10,113 $ 8845 $ 18,958
Other accrued liabilities

Current $ 1286 $ 2892 $ 4178

Long-term 7,727 6,149 13,876
Total accrued liabilities $ 9013 $ 9041 $ 18054
Weighted average

Remaining lease term (years) 18.40 3.90

Discount rate 4.40% 4.40%
Future lease payments ( years ending December 31)

2020 $ 165 $ 3232 $ 4882

2021 1,501 2,570 4,071

2022 1,274 2,200 3,474

2023 798 708 1,506

2024 685 472 1,157

Thereafter 7,599 681 8,280
Total lease payments $ 13507 $ 9863 $ 23,370
Less: Interest $ 4493 $ 823 $ 5316
Present value of lease liabilities $ 9014 $ 9040 $ 18.054
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Note 20.  Functional Expenses

The Foundation provides comprehensive health care and health insurance services to the residents and members
within its service area. Expenses related to providing these services are included in the consolidated statements of
operations and change in net assets. For the years ended December 31, 2019 and 2018, expenses are also reported
by function and nature. Certain categories of expenses which are centrally accumulated and attributable to multiple
programs or supporting functions of the Foundation have been allocated. Methods used for allocating such expenses
are as follows:

Expense Allocation basis
Building depreciation Square footage
Executives' labor and non labor costs, such as legal and consulting fees Total expense incurred
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Note 20.  Functional Expenses (Continued)

Expenses by function and nature at December 31, 2019 and 2018 are as follows:

2019
Program activities Supporting activities
Foundation & Total
Healthcare Insurance Health System Expenses
Expenses:

Salaries and wages $ 596,708 $ 56385 3 100,659 $ 753,752
Employee benefits 112,019 14,351 26,975 153,345
Medical benefits of insured - 1,090,804 - 1,090,804
Patient care and other supplies 230,969 945 8,196 240,110
Purchased services 54,511 68,226 54,408 177,145
General and administrative 18,761 1,284 56,271 76,316
Insurance 2,335 138 15,385 17,858
Depreciation and amortization 42,529 11,620 28,833 82,982
Interest and financing expense 1,068 4,279 28,139 33,486
Real estate and other taxes 30,870 10,628 (5,080) 36,418
Gain on property and equipment disposals (155) - (248) (403)
Change in fair value of derivative instruments - - 3,629 3,629

Total expenses _$ 1089615 $ 1.258.660 $ 317,167 $ 2665442

2018
Program activities Supporting activities
Foundation & Total
Healthcare Insurance Health System Expenses
Expenses:

Salaries and wages $ 535587 $ 50,676 3 85457 $ 671,720
Employee benefits 101,876 14,195 26,747 142,818
Medical benefits of insured - 1,040,792 - 1,040,792
Patient care and other supplies 204,384 1,270 7,355 213,009
Purchased services 46,573 48,439 35,614 130,626
General and administrative 48,193 4,863 37,368 90,424
Insurance 4,208 124 13,200 17,532
Depreciation and amortization 38,877 11,783 24,081 74,741
Interest and financing expense 3,584 6,751 26,908 37,243
Real estate and other taxes 24,355 34,920 11,163 70,438
Loss (gain) on property and equipment disposals (138) 172 161 195
Change in fair value of derivative instruments - - (3,732) (3,732)

Total expenses _$1007499 $ 1.213985 $ 264322 $ 24853806
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Note 21.  Related-Party Transactions

The Obligated Group has balances due from Non-Obligated Group affiliates on the consolidated balance sheets as of
December 31, 2019 and 2018 as follows:

2019 2018
Receivable (payable) from:
CHA Holding $ 179,264  $ 226,510
Hoopeston 16,152 15,473
Arrow Ambulance 11,068 7,814
Other Non-Obligated Group Affiliates 1,384 498
Health Systems 479 (421)
Development 62 (86)

$ 208409 % 249,788

The intercompany receivable due from CHA Holding to the Obligated Group at December 31, 2019 and 2018
includes current receivables of $44,361 and $63,428, respectively. The remaining intercompany receivable due from
CHA Holding to the Obligated Group at December 31, 2019 and 2018 includes noncurrent amounts of $134,903 and
$163,082, respectively.

Note 22.  Subsequent Events

Subsequent events have been evaluated through April 15, 2020, the date of the issuance of these financial
statements.

On November 20, 2019, CHA Holding, Inc. and FirstHealth of the Carolinas, Inc. (FirstHealth) agreed to the terms on
a joint venture to provide health insurance products in North Carolina. Under the agreement CHA Holding, Inc will
acquire 80% of FirstCarolinaCare Insurance Company (FCCI). FirstHealth is currently the sole member of FCCi. The
transaction was effective on April 1, 2020.

On January 9, 2020, Advocate Health and Hospital Corporation (Advocate) and Carle entered into an Asset
Purchase Agreement for Carle to acquire essential all the assets related to operating Advocate BroMenn Medical
Center, Advocate Eurkea Hospital and all other affiliated business in Central lllinois. The acquisition is expected to be
effective on July 1, 2020.

On March 13, 2020, the President of the United States declared a national public health emergency as a result of the
COVID-19 pandemic. Due to the outbreak, there has been instability in the capital markets and disruptions to daily
operations in the healthcare space. The ultimate impact of the COVID-19 outbreak is highly uncertain. Carle’s
business and investment values are likely to be impacted by COVID-19, however Carle does not rely on cash flow
from investment income to fund daily operations. Management does not yet know the full extent of potential impacts
on the business but is actively monitoring.
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The Carle Foundation

Supplementary Information - Consolidating Balance Sheet

December 31, 2019
(Dollars in thousands)

Schedule 1

Foundation Health Eliminationsand ~ Consolidated
Assets Division Hospital Health Care  Hoopeston Richland ~ Windsor  Development CHA Holding  Systems Subtotal Reclassifications ~ Foundation
Current assets:
Cash and cash equivalents $ 135321 § 23§ 5460 $ (298) $ (969) $ 14 3 - $ 31065 $ - $ 170616 $ (12,749) $ 157,867
Investments 593,092 - - - - - 25 - 593,117 - 593,117
Assets limited as to use or restricted 34,710 - - - - 2,488 11,441 48,639 - 48,639
Patient receivables, net 87,848 27,349 5,375 8,808 - - 129,380 (20,064) 109,316
Premiums receivable - - - - - 231,980 1,566 233,546 - 233,546
Intercompany receivables 4,330 78,887 3,614 13,631 - 100,462 (100,462) -
Reinsurance recoverable - - - - - 1,068 5121 6,189 - 6,189
Other receivables 3,340 9,932 1,783 936 1,225 85 61,640 - 78,941 165 79,106
Inventories - 10,078 - - 873 - - - - 10,951 - 10,951
Prepaid expenses 12,185 9,510 288 128 447 9 3,413 304 26,284 (446) 25,838
Total current assets 782,978 196,278 38,494 6,141 10,384 23 85 345,310 18,432 1,398,125 (133,556) 1,264,569
Property and equipment, net 695,536 77,777 12,864 13,252 18,054 3,737 544 2,903 - 824,667 824,667
Investments and other assets:
Investments, net of current portion 1,151,870 11,376 250,822 - 1,414,068 1,414,068
Assets limited as to use or restricted, net of
current portion - 4,209 954 95,878 6,645 131,818 239,504 239,504
Interest rate swap agreements 4,040 - - - - 4,040 4,040
Reinsurance recoverable, net of
current portion - - - - - 11,563 11,563 - 11,563
Right-of-use asset, net 15,253 1,725 17,071 457 110 6,682 - 41,298 (22,340) 18,958
Intangible assets and goodwill - - 9,485 4,445 76,464 - 90,394 - 90,394
Other assets 3,396 121,580 - - - 27 - - 125,003 (124,430) 573
Total investments and other assets 1,174,559 123,305 26,556 9,111 1,064 107,281 340,613 143,381 1,925,870 (146,770) 1,779,100
Total assets $ 2653073 $ 397360 $ 77914 $ 28504 $ 29502 $ 3760 $ 107910 $ 6883826 $ 161813 $ 4148662 $ (280,326) $ 3,868,336

See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Schedule 1, Continued
Supplementary Information - Consolidating Balance Sheet

December 31, 2019

(Dollars in thousands)

Foundation Health Eliminationsand  Consolidated
Liabilities and Net Assets Division Hospital Health Care  Hoopeston Richland ~ Windsor  Development CHA Holding Systems Subtotal Reclassifications ~ Foundation
Current liabilities:
Accounts payable $ 8848 $ 38011 $ 2209 $ 105 $ 794 $ 39 $ 50 $ 7394 $ -8 57450 $ (12,749) $ 44,701
Intercompany payables - - 11,068 16,152 815 - 62 71,317 479 99,893 (99,893) -
Short-term borrowings - - - - 927 - - 85,000 - 85,927 (927) 85,000
Current maturities of long-term debt 15,479 - - 482 342 - - - 16,303 (193) 16,110
Estimated third-party payor settlements - 94,625 1,398 5,783 3,120 - - 104,926 - 104,926
Medical claims payable - - - - 140,127 - 140,127 (20,064) 120,063
Current portion of estimated liability for
self-insurance losses 14,061 - - - 1,588 - - - 19,646 35,295 793 36,088
Compensation and paid leave payable 55,425 45,556 43,449 2,046 5,040 242 135 10,728 - 162,621 - 162,621
Other accrued liabilities 37,371 5,741 2,246 413 670 1,316 127 39,683 2,086 89,653 (3,676) 85,977
Total current liabilities 131,184 183,933 60,370 24,981 13,296 1,597 374 354,249 22,211 792,195 (136,709) 655,486
Long-term liabilities:
Long-term debt, net of current maturities 670,843 - - 7,645 5,344 - - 2,000 - 685,832 (2,718) 683,114
Interest rate swap agreements 15,642 - - - - - - - 15,642 - 15,642
Asset retirement obligation 8,885 - - 123 2,957 - - - - 11,965 - 11,965
Estimated liability for self-insurance losses,
net of current portion 9,805 2,625 70 - - - - 4,337 63,527 80,364 - 80,364
Deferred taxes - - - - - - 21,455 - 21,455 - 21,455
Other accrued liabilities 49,707 1,038 15,398 217 68 - 232 129,975 - 196,635 (140,899) 55,736
Total long-term liabilities 754,882 3,663 15,468 7,985 8,369 - 232 157,767 63,527 1,011,893 (143,617) 868,276
Total liabilities 886,066 187,596 75,838 32,966 21,665 1,597 606 512,016 85,738 1,804,088 (280,326) 1,523,762
Net assets:
Net assets without donor restrictions
Common stock - - - - - - - 1,800 1,800 (1,800) -
Unrestricted 1,767,007 209,764 (7,535) (8,100) 7,425 2,163 88,352 172,465 74,275 2,305,816 1,800 2,307,616
Unrestricted, noncontrolling interests - - 9,611 - - - - 4,345 - 13,956 13,956
Net assets with donor restrictions - - - 3,638 412 - 18,952 - - 23,002 - 23,002
Total net assets 1,767,007 209,764 2,076 (4,462) 7,837 2,163 107,304 176,810 76,075 2,344,574 - 2,344,574
Total liabilities and net assets $ 2653073 $ 397360 $ 77914 $ 28504 $ 29502 $ 3760 $ 107910 $ 688826 $ 161813 $ 4148662 $ (280,326) $ 3,868,336

See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Schedule 2
Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets
December 31, 2019
(Dollars in thousands)
Foundation Health Eliminationsand  Consolidated
Division Hospital Health Care  Hoopeston  Richland Windsor  Development CHA Holding  Systems Subtotal Reclassifications Foundation
Revenue:
Patient service revenue $ 187 $ 1008070 $ 279,606 $ 66,730 $ 54,500 $ $ $ - 8 - $ 1409093 $ (248,815) $ 1,160,278
Net premium revenue-health insurance - - - - 1,520,884 - 1,520,884 (433) 1,520,451
Other revenue:
Rental income 3,745 8,580 - 19 98 8,188 - - 20,630 - 20,630
Net premium expense—general and professional liability - - - - - - 4,531 4,531 (4,531) -
Net assets released from restrictions - - - 8 14 - 1,762 - - 1,784 - 1,784
Other 348,240 15,939 11,834 564 831 93 198 8,870 - 386,569 (349,865) 36,704
Total revenue 352,172 1,032,589 291,440 67,321 55,443 8,281 1,960 1,529,754 4,531 3,343,491 (603,644) 2,739,847
Expenses:
Salaries and wages 118,447 242,941 293,195 18,917 30,422 2,275 910 46,645 - 753,752 - 753,752
Employee benefits 30,943 58,986 38,362 5,305 10,443 576 178 12,657 - 157,450 (4,105) 153,345
Medical benegfits of insured - - - - - - - 1,339,619 - 1,339,619 (248,815) 1,090,804
Patient care and other supplies 8,239 201,909 17,351 5,188 6,302 204 14 915 - 240,122 (12) 240,110
Purchased services 73,823 33,102 1,892 4,241 5,552 261 335 57,939 - 177,145 - 177,145
General and administrative 41,781 273,890 32,793 31,187 7,266 2,442 4,819 28,499 1 422,678 (346,362) 76,316
Insurance 1,869 2,299 2,982 203 1,090 39 1 391 13,515 22,389 (4,531) 17,858
Depreciation and amortization 43,993 20,342 2,469 1,980 2,486 864 8 10,840 - 82,982 - 82,982
Interest and financing expense 28,139 310 67 252 345 234 4,841 - 34,188 (702) 33,486
Real estate and other taxes (5,080) 26,831 4 1,308 2,308 419 - 10,628 - 36,418 - 36,418
Gain on property and equipment disposals (248) (146) - (6) - ()] - - - (403) - (403)
Change in fair value of derivative instruments 3,629 - - - - - - - - 3,629 - 3,629
Total expenses 345,535 860,464 389,115 68,575 66,214 7,311 6,265 1,512,974 13,516 3,269,969 (604,527) 2,665,442
Income (loss) from operations 6,637 172,125 (97,675) (1,254) (10,771) 970 (4,305) 16,780 (8,985) 73,522 883 74,405
Nonoperating gains (losses):
Investment return 178,424 3 - 15 442 13,123 41,407 17,472 250,886 (883) 250,003
Net periodic pension benefit - - - - 29,866 - 29,866 - 29,866
Excess (deficiency) of revenue over expenses,
before noncontrolling interest and income taxes 185,061 172,128 (97,675) (1,239) (10,329) 970 8,818 88,053 8,487 354,274 - 354,274
Noncontrolling interest in net income of consolidated
joint ventures - - 1,612 - - - - 277 - 1,889 - 1,889
Provision for income taxes 682 34 - 5 - - - 24,130 - 24,851 - 24,851
Excess (deficiency) of revenue over expenses $ 184379 $ 172094 $ (99287) $ (1,244) $ (10329) $ 970 $ 8818 $ 63646 $ 8487 $ 327534 $ - $ 3271534
See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation

Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets

December 31, 2019
(Dollars in thousands)

Schedule 2, Continued

Foundation Health Eliminations and ~ Consolidated
Division Hospital ~ Health Care  Hoopeston Richland Windsor ~ Development CHA Holding  Systems Subtotal Reclassifications  Foundation
Net assets without donor restrictions:
Excess (deficiency) of revenue over expenses $ 184379 $ 172,094 $ (99,287) $ (1,244) $ (10,329) $ 970 $ 8818 $ 63646 $ 8487 $ 327534 § $ 327534
Change in noncontrolling interest of
consolidated joint ventures - - 518 - 2,277 2,795 2,795
Equity transfer from (to) affiliates and unconsol subs 165,296 (256,537) 91,215 (1,440) 1,466 - - -
Increase (decrease) in net assets
without donor restrictions 349,675 (84,443) (7,554) (1,244) (10,329) (470 10,284 65,923 8,487 330,329 330,329
Net assets with donor restrictions:
Contributions - 2,754 2,754 2,754
Investment return 7 - 858 865 865
Net assets released from restrictions (8) (14) (1,762) (1,784) (1,784)
Other (36) 32 - (4) (4)
Increase (decrease) in net assets
with donor restrictions (37) 18 1,850 1,831 1,831
Change in net assets 349,675 (84,443) (7,554) (1,281) (10,311) (470) 12,134 65,923 8,487 332,160 332,160
Net assets, beginning of the year 1,417,332 294,207 9,630 (3,181) 18,148 2,633 95,170 110,887 67,588 2,012,414 2,012,414
Net assets, end of the year $ 1767007 $ 209764 $ 2076 $ (4462) $ 7837 $ 2163 $ 107304 $ 176810 $ 76075 $ 2344574 $ $ 2344574
See accompanying notes to supplementary schedules and independent auditors’ report.
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Carle Foundation Hospital Schedule 3
Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets
December 31, 2019
(Dollars in thousands)
Hospital Medical Risk Eliminations and Total
Division Supply DASC Management eValiData Subtotal Reclassifications Hospital
Revenue:
Patient service revenue $ 1006242 $ (1,322) $ 3,229 $ 1008149 $ (79) $ 1,008,070
Other revenue:
Rental income 112 8,923 - - 9,035 (455) 8,580
Other 13,258 2 - 2,268 411 15,939 - 15,939
Total revenue 1,019,612 7,603 3,229 2,268 411 1,033,123 (534) 1,032,589
Expenses:
Salaries and wages 238,896 1,988 1,005 906 146 242,941 242,941
Employee benefits 57,836 586 267 242 55 58,986 - 58,986
Patient care and other supplies 197,308 4,065 736 250 12 202,371 (462) 201,909
Purchased services 32,544 144 41 238 135 33,102 - 33,102
General and administrative 270,519 1,915 1,038 460 30 273,962 (72) 273,890
Insurance 2,233 50 11 5 - 2,299 - 2,299
Depreciation and amortization 19,409 731 147 51 4 20,342 20,342
Interest and financing expense 285 25 310 310
Real estate and other taxes 26,831 - 26,831 26,831
Loss (gain) on property and equipment disposals 1 (147) - - - (146) - (146)
Total expenses 845,862 9,357 3,245 2,152 382 860,998 (534) 860,464
Income (loss) from operations 173,750 (1,754) (16) 116 29 172,125 172,125
Nonoperating gains:
Investment return 3 3 3
Excess (deficiency) of revenue over expenses
before income taxes 173,750 (1,751) (16) 116 29 172,128 172,128
Provision for income taxes - - - 34 34 34
Excess (deficiency) of revenue over expenses and
change in net assets 173,750 (1,751) (16) 82 29 172,094 172,094
Net assets without donor restrictions
Equity transfer from (to) affiliates (258,301) 1,647 (77) 218 (24) (256,537) (256,537)
Change in net assets without donor restrictions $ (84551) $ (104) $ (93) 300 5 % (84443) $ 3 (84,443)
See accompanying notes to supplementary schedules and independent auditors’ report.
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Carle Health Care Incorporated Schedule 4
Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets

December 31, 2019

(Dollars in thousands)

Physician Other Total
Group Arrow Surgicenter Entities Health Care
Revenue:
Patient service revenue $ 242351 $ 12,003 $ 24064 $ 1,188 $ 279,606
Other revenue 10,041 439 51 1,303 11,834
Total revenue 252,392 12,442 24,115 2,491 291,440
Expenses:
Salaries and wages 279,987 7,246 3,505 2,457 293,195
Employee benefits 34,915 1,821 967 659 38,362
Patient care and other supplies 9,406 879 7,017 49 17,351
Purchased services 917 764 199 12 1,892
General and administrative 21,338 2,882 7,055 1,518 32,793
Insurance 2,597 353 19 13 2,982
Depreciation and amortization 233 863 1,321 52 2,469
Interest and financing expense 48 19 - - 67
Real estate and other taxes - - - 4 4
Total expenses 349,441 14,827 20,083 4,764 389,115
Income (loss) from operations (97,049) (2,385) 4,032 (2,273) (97,675)
Excess (deficiency) of revenue over expenses, before
noncontrolling interest (97,049) (2,385) 4,032 (2,273) (97,675)
Noncontrolling interest in net income of consolidated joint venture - - 1,612 - 1,612
Excess (deficiency) of revenue over expenses (97,049) (2,385) 2,420 (2,273) (99,287)
Net assets without donor restrictions
Change in noncontrolling interest of consolidated joint venture - - 518 - 518
Equity transfers from (to) affiliates 90,493 - (1,641) 2,363 91,215
Change in net assets without donor restrictions $ (6556) $ (2,385 $ 1297  § 0 _ 3 (7,554)

See accompanying notes to supplementary schedules and independent auditors’ report.
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Carle Development Foundation

Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets

December 31, 2019
(Dollars in thousands)

Schedule 5

Philanthropy Community Total
Center Health Development
Other revenue:
Net assets released from restrictions $ 1,762 3 $ 1,762
Other revenue 198 198
Total revenue 1,960 1,960
Expenses:
Salaries and wages 910 910
Employee benefits 178 178
Patient care and other supplies 14 14
Purchased services 335 - 335
General and administrative 2,203 2,617 4,820
Depreciation 8 - 8
Total expenses 3,648 2,617 6,265
Loss from operations (1,688) (2,617) (4,305)
Nonoperating losses:
Investment return 1,679 11,444 13,123
Excess (deficiency) of revenue over expenses 9) 8,827 8,818
Net assets without donor restrictions:
Equity transfer from affiliate 1,466 - 1,466
Increase in net assets without donor restrictions 1,457 8,827 10,284
Net assets with donor restrictions:
Contributions 2,754 2,754
Investment return 395 395
Change in net unrealized gains and losses on
trading securities 463 463
Net assets released from restrictions (1,762) (1,762)
Increase in net assets with donor restrictions 1,850 1,850
Change in net assets $ 3307 $ 8827 $ 12,134

See accompanying notes to supplementary schedules and independent auditors’ report.
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CHA Holding, Inc. Schedule 6
Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets

December 31, 2019

(Dollars in thousands)

Eliminations and Total
CHA Holding HA Connect HA Northwest ~ Carle Holding  Health Alliance Subtotal Reclassifications  CHA Holding
Revenue:
Net premium revenue - health insurance $ - $ 253654 3 99,105 $ - $ 1168125 $ 1520884 $ - $ 1520884
Other revenue - - 815 - 38,947 39,762 (30,892 8,870
Total revenue - 253,654 99,920 - 1,207,072 1,560,646 (30,892 1,529,754
Expenses:
Salaries and wages - - 58 - 46,587 46,645 - 46,645
Employee benefits - - (23) - 12,680 12,657 - 12,657
Medical benefits of insured - 221,588 87,560 - 1,030,471 1,339,619 - 1,339,619
Patient care and other supplies - - - - 915 915 - 915
Purchased services 35 3,992 3,544 45 50,323 57,939 - 57,939
General and administrative - 22,349 8,546 58 28,438 59,391 (30,892) 28,499
Insurance - 32 26 - 333 391 - 391
Depreciation and amortization - 1,300 - - 10,341 11,641 (801) 10,840
Interest and financing expense - - 299 - 4,721 5,020 (179) 4,841
Real estate and other taxes - 33 (138) - 10,733 10,628 - 10,628
Loss (gain) on property and equipment disposals - 492 - (492) - - - -
Total expenses 35 249,786 99,872 (389) 1,195,542 1,544,846 (31,872) 1,512,974
Income (loss) from operations (35) 3,868 48 389 11,530 15,800 980 16,780
Nonoperating gains (losses):
Investment return 247 1,823 918 (56) 38,654 41,586 (179) 41,407
Net periodic pension benefit - - - 29,866 - 29,866 - 29,866
Excess of revenue over expenses
before noncontrolling interest and income taxes 212 5,691 966 30,199 50,184 87,252 801 88,053
Provision for income taxes 50 1,545 275 8,156 14,104 24,130 - 24,130
Excess of revenue over expenses 162 4,146 414 22,043 36,080 62,845 801 63,646
Net assets without donor restrictions
Equity in earnings of affiliates 3,799 - 36,427 - 40,226 (40,226) -
Change in noncontrolling interest in consolidated joint venture - - 2,277 - - 2,277 - 2,277
Health Alliance dividend - - - - (19,189) (19,189) 19,189 -
Other - (347) - - 347 - - -
Change in net assets without donor restrictions $ 3961 $ 3799 $ 2691 $ 58470 % 17238 $ 86159 3 (20.236) $ 65,923

See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Obligated Group

Supplementary Information - Combining Balance Sheet
December 31, 2019

(Dollars in thousands)

Schedule 7

Eliminations and Obligated
Assets Foundation Hospital Health Care Windsor Subtotal Reclassifications Group
Current assets:
Cash and cash equivalents $ 135321  $ 23 % 615 14 $ 135973 $ (12,749) $ 123,224
Investments 593,092 593,092 - 593,092
Assets limited as to use 34,710 - - 34,710 - 34,710
Patient receivables, net - 87,848 22,661 - 110,509 - 110,509
Intercompany receivables 4,330 78,887 3,614 - 86,831 (86,831) -
Other receivables 3,340 9,932 1,783 - 15,055 86,831 101,886
Inventories - 10,078 - - 10,078 - 10,078
Prepaid expenses 12,185 9,370 234 9 21,798 - 21,798
Total current assets 782,978 196,138 28,907 23 1,008,046 (12,749) 995,297
Property and equipment, net 695,536 77,478 1,591 3,737 778,342 778,342
Investments and other assets:
Investments, net of current portion 1,151,870 - - 1,151,870 - 1,151,870
Investment in unconsolidated subsidiaries - - 15,394 15,394 - 15,394
Interest rate swap agreements 4,040 - - 4,040 - 4,040
Right-of-use asset, net 15,253 1,725 881 17,859 - 17,859
Other assets 3,396 121,580 - 124,976 - 124,976
Total investments and other assets 1,174,559 123,305 16,275 1,314,139 - 1,314,139
Total assets $ 2653073 % 396,921  $ 46,773 3,760 $ 300527 $ (12,749) $ 3,087,778
See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Obligated Group

Supplementary Information - Combining Balance Sheet
December 31, 2019

(Dollars in thousands)

Schedule 7, Continued

Eliminations and Obligated
Liabilities and Net Assets Foundation Hospital Health Care Windsor Subtotal Reclassifications Group
Current liabilities:
Accounts payable $ 8848 $ 38,007 905 $ 39 3 47,799  $ (12,749) $ 35,050
Current maturities of long-term debt 15,479 - 15,479 - 15,479
Estimated third-party payor settlements - 94,625 - 94,625 94,625
Current portion of estimated liability for
self-insurance losses 14,061 - - - 14,061 14,061
Compensation and paid leave payable 55,425 45,393 42,383 242 143,443 143,443
Other accrued liabilities 37,371 5,701 735 1,316 45123 - 45,123
Total current liabilities 131,184 183,726 44,023 1,597 360,530 (12,749) 347,781
Long-term debt and other liabilities:
Long-term debt, net of current maturities 670,843 - - 670,843 670,843
Interest rate swap agreements 15,642 - - 15,642 15,642
Asset retirement obligation 8,885 - - 8,885 8,885
Estimated liability for self-insurance losses,
net of current portion 9,805 2,625 - 12,430 - 12,430
Other accrued liabilities 49,707 1,038 442 51,187 - 51,187
Total long-term liabilities 754,882 3,663 442 758,987 - 758,987
Total liabilities 886,066 187,389 44,465 1,597 1,119,517 (12,749) 1,106,768
Net assets without donor restrictions 1,767,007 209,532 2,308 2,163 1,981,010 - 1,981,010
Total liabilities and net assets $ 2653073 $ 396,921 46,773  $ 3,760 $ 3100527 $ (12,749) $ 3,087,778
See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Obligated Group Schedule 8
Supplementary Information - Combining Statement of Operations and Changes in Net Assets
December 31, 2019

(Dollars in thousands)
Eliminationsand ~ Obligated

Foundation Hospital Health Care Windsor Subtotal Reclassifications Group
Revenue:
Patient service revenue $ 187 $ 1,008070 $ 243539 $ - % 125179 $ - $ 1,251,796
Other revenue:
Rental income 3,745 8,580 - 8,188 20,513 - 20,513
Other 348,240 13,260 11,344 93 372,937 (288,848) 84,089
Total revenue 352,172 1,029,910 254,883 8,281 1,645,246 (288,848) 1,356,398
Expenses:
Salaries and wages 118,447 241,889 282,444 2,275 645,055 - 645,055
Employee benefits 30,943 58,689 35,574 576 125,782 (95) 125,687
Patient care and other supplies 8,239 201,647 9,455 204 219,545 2 219,543
Purchased services 73,823 32,729 929 261 107,742 - 107,742
General and administrative 41,781 273,400 22,856 2,442 340,479 (288,751) 51,728
Insurance 1,869 2,294 2,610 39 6,812 - 6,812
Depreciation 43,993 20,287 285 864 65,429 - 65,429
Interest and financing expense 28,139 310 48 234 28,731 - 28,731
Real estate and other taxes (5,080) 26,831 4 419 22,174 - 22,174
Gain on property and equipment disposals (248) (146) - (3) (397) - (397)
Change in fair market value of derivative instruments 3,629 - - - 3,629 - 3,629
Total expenses 345,535 857,930 354,205 7,311 1,564,981 (288,848) 1,276,133
Income (loss) from operations 6,637 171,980 (99,322) 970 80,265 - 80,265
Nonoperating gains:
Investment return 178,424 3 - - 178,427 - 178,427
Loss on unconsolidated subsidiaries - - 146 - 146 - 146
Nonoperating gains, net 178,424 3 146 - 178,573 - 178,573
Excess (deficiency) of revenue over expenses
before income taxes 185,061 171,983 (99,176) 970 258,838 - 258,838
Provision for income taxes 682 - - - 682 - 682
Excess (deficiency) of revenue over expenses $§ 184379 $ 171983 $  (99.176) 3 970 $ 258156 $ - $ 258156

See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Obligated Group Schedule 8, Continued
Supplementary Information - Combining Statement of Operations and Changes in Net Assets

December 31, 2019

(Dollars in thousands)

Eliminationsand  Obligated

Foundation Hospital Health Care Windsor Subtotal Reclassifications Group

Net assets without donor restrictions
Excess (deficiency) of revenue over expenses $ 184379 $ 171983 $ (99,176) $ 970 $ 258,156 $ - $ 258,156
Change in noncontrolling interest of consolidated joint venture - - 518 - 518 - 518
Equity transfers from (to) affiliates 165,296 (256,731) 91,409 (1,440) (1,466) - (1,466)
Change in net assets 349,675 (84,748) (7,249) (470) 257,208 - 257,208
Net assets, beginning of the year 1,417,332 294,280 9,557 2,633 1,723,802 - 1,723,802
Net assets, end of the year $ 1767007 $ 209532 $ 2,308 $ 2,163 $ 1981010 $ - $ 1981010

See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Schedule 9
Supplementary Information - Consolidating Balance Sheet
December 31, 2019

(Dollars in thousands)

Obligated Group

Obligated Unconsolidated Combined Health Eliminations and  Consolidated
Assets Group Subsidiaries  Obligated Group Hoopeston  Richland Development CHA Holding  Systems Reclassifications  Foundation
Current assets:
Cash and cash equivalents $ 123224 % 4845 % 128,069 $ (298) $ (969) $ - $ 31065 $ - - % 157,867
Investments 593,092 - 593,092 - - - 25 - - 593,117
Assets limited as to use or restricted 34,710 - 34,710 - - - 2,488 11,441 - 48,639
Patient receivables, net 110,509 4,688 115,197 5,375 8,808 - - - (20,064) 109,316
Premiums receivable - - - - - - 231,980 1,566 - 233,546
Intercompany receivables 1 1 - - 13,631 - (13,632) -
Reinsurance recoverable - - - - - - 1,068 5121 - 6,189
Other receivables 101,886 - 101,886 936 1,225 85 61,640 - (86,666) 79,106
Inventories 10,078 - 10,078 - 873 - - - - 10,951
Prepaid expenses 21,798 194 21,992 128 447 - 3,413 304 (446) 25,838
Total current assets 995,297 9,728 1,005,025 6,141 10,384 85 345,310 18,432 (120,808) 1,264,569
Property and equipment, net 778,342 11,572 789,914 13,252 18,054 544 2,903 - 824,667
Investments and other assets:
Investments, net of current portion 1,151,870 - 1,151,870 - 11,376 250,822 - - 1,414,068
Assets limited as to use or restricted, net of
current portion - - - 4,209 954 95,878 6,645 131,818 - 239,504
Investment in unconsolidated subsidiaries 15,394 (15,394) - - - - - - - -
Interest rate swap agreements 4,040 - 4,040 - - - - 4,040
Reinsurance recoverable, net of current portion - - - - - - - 11,563 - 11,563
Right-of-use asset, net 17,859 16,190 34,049 457 110 - 6,682 - (22,340) 18,958
Intangible assets and goodwiill - 9,485 9,485 4,445 - - 76,464 - - 90,394
Other assets 124,976 - 124,976 - - 27 - - (124,430) 573
Total investments and other assets 1,314,139 10,281 1,324,420 9,111 1,064 107,281 340,613 143,381 (146,770) 1,779,100
Total assets $ 3087778 $ 31581 $ 3119359 $ 28504 $ 29502 $ 107910 $ 688826 $161813 $  (267578) $ 3.868.336
See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Schedule 9, Continued
Supplementary Information - Consolidating Balance Sheet
December 31, 2019
(Dollars in thousands)
Obligated Group

Obligated Unconsolidated Combined Health Eliminations & Consolidated
Liabilities and Net Assets Group Subsidiaries  Obligated Group Hoopeston  Richland Development CHA Holding  Systems  Reclassifications  Foundation
Current liabilities:
Accounts payable $ 35,050 1,308 $ 3638 $ 105 $ 794 $ 5 $ 7394 $ -3 -3 44,701
Intercompany payables - 11,069 11,069 16,152 815 62 71,317 479 (99,894) -
Short-term borrowings - - - - 927 - 85,000 - (927) 85,000
Current maturities of long-term debt 15,479 - 15,479 482 342 - - - (193) 16,110
Estimated third-party payor settlements 94,625 1,398 96,023 5,783 3,120 - - - - 104,926
Medical claims payable - - - - - - 140,127 - (20,064) 120,063
Current portion of estimated liability for
self-insurance losses 14,061 - 14,061 - 1,588 - - 19,646 793 36,088
Compensation and paid leave payable 143,443 1,229 144,672 2,046 5,040 135 10,728 - - 162,621
Other accrued liabilities 45,123 1,551 46,674 413 670 127 39,683 2,086 (3,676) 85,977
Total current liabilities 347,781 16,555 364,336 24,981 13,296 374 354,249 22,211 (123,961) 655,486
Long-term liabilities:
Long-term debt, net of current maturities 670,843 - 670,843 7,645 5,344 - 2,000 - (2,718) 683,114
Interest rate swap agreements 15,642 - 15,642 - - - - - - 15,642
Asset retirement obligation 8,885 - 8,885 123 2,957 - - - - 11,965
Estimated liability for self-insurance losses,
net of current portion 12,430 70 12,500 - - - 4,337 63,527 - 80,364
Deferred taxes - - - - - - 21,455 - - 21,455
Other accrued liabilities 51,187 14,956 66,143 217 68 232 129,975 - (140,899) 55,736
Total long-term liabilities 758,987 15,026 774,013 7,985 8,369 232 157,767 63,527 (143,617) 868,276
Total liabilities 1,106,768 31,581 1,138,349 32,966 21,665 606 512,016 85,738 (267,578) 1,523,762
Net assets without donor restrictions
Common stock - - - - - - - 1,800 (1,800) -
Unrestricted 1,971,399 - 1,971,399 (8,100) 7,425 88,352 172,465 74,275 1,800 2,307,616
Unrestricted, noncontrolling interest 9,611 - 9,611 - - - 4,345 - - 13,956
Net assets with donor restrictions - - - 3,638 412 18,952 - - - 23,002
Total net assets 1,981,010 - 1,981,010 (4,462) 7,837 107,304 176,810 76,075 - 2,344,574
Total liabilities and net assets $ 3087778 $ 31581 $ 3119359 $ 28504 $ 29502 $ 107910 $ 688826 $161813 $ (267578) $ 3.868.336

See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation Schedule 10
Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets
December 31, 2019

(Dollars in thousands) Obligated Group
Obligated Unconsolidated Combined Health Eliminationsand ~ Consolidated
Group Subsidiaries Obligated Group  Hoopeston  Richland  Development CHA Holding  Systems  Reclassifications Foundation
Revenue:
Patient service revenue $ 1251,79 $ 36067 $ 1,287,863 $ 66730 $ 54500 $ -8 - 3 - 8 (248,815) $ 1,160,278
Net premium revenue - patient care - - - - - 1,520,884 - (433) 1,520,451
Other revenue:
Rental income 20,513 - 20,513 19 98 - - 20,630
Net premium expense—general and professional liability - - - 4,531 (4,531) -
Net assets released from restrictions - - - 8 14 1,762 - - - 1,784
Other 84,089 3,169 87,258 564 831 198 8,870 - (61,017) 36,704
Total revenue 1,356,398 39,236 1,395,634 67,321 55,443 1,960 1,529,754 4,531 (314,796) 2,739,847
Expenses:
Salaries and wages 645,055 11,803 656,858 18,917 30,422 910 46,645 - - 753,752
Employee benefits 125,687 3,085 128,772 5,305 10,443 178 12,657 - (4,010) 153,345
Medical benefits of insured - - - - - - 1,339,619 - (248,815) 1,090,804
Patient care and other supplies 219,543 8,158 227,701 5,188 6,302 14 915 - (10) 240,110
Purchased services 107,742 1,336 109,078 4,241 5,552 335 57,939 - - 177,145
General and administrative 51,728 10,427 62,155 31,187 7,266 4,819 28,499 1 (57,611) 76,316
Insurance 6,812 377 7,189 203 1,090 1 391 13,515 (4,531) 17,858
Depreciation and amortization 65,429 2,239 67,668 1,980 2,486 8 10,840 - - 82,982
Interest and financing expense 28,731 19 28,750 252 345 - 4,841 - (702) 33,486
Real estate and other taxes 22,174 - 22,174 1,308 2,308 - 10,628 - - 36,418
Gain on property and equipment disposals (397) - (397) (6) - - (403)
Change in fair value of derivative instruments 3,629 - 3,629 - - - - - - 3,629
Total expenses 1,276,133 37,444 1,313,577 68,575 66,214 6,265 1,512,974 13,516 (315,679) 2,665,442
Income (loss) from operations 80,265 1,792 82,057 (1,254) (10,771) (4,305) 16,780 (8,985) 883 74,405
Nonoperating gains (losses):
Investment return 178,427 - 178,427 15 442 13,123 41,407 17,472 (883) 250,003
Net periodic pension benefit - - - - 29,866 - - 29,866
Gain on unconsolidated subsidiaries 146 (146) - - - - - - - -
Nonoperating gains (losses), net 178,573 (146) 178,427 15 442 13,123 71,273 17,472 (883) 279,869
Excess (deficiency) of revenue over expenses, before
noncontrolling interest and income taxes 258,838 1,646 260,484 (1,239) (10,329) 8,818 88,053 8,487 - 354,274
Noncontrolling interest in net income of consolidated joint ventures - 1,612 1,612 - - - 277 - - 1,889
Provision for income taxes 682 34 716 5 - - 24,130 - - 24,851
Excess (deficiency) of revenue over expenses $ 258156 $ - $ 258,156 $ (1,244) $ (10,329) $ 8818 $ 63646 $ 8487 $ - $ 327,534

See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation

Supplementary Information - Consolidating Statement of Operations and Changes in Net Assets

December 31, 2019
(Dollars in thousands)

Obligated Group

Schedule 10, Continued

Obligated Unconsolidated Combined Health Eliminations and ~ Consolidated
Group Subsidiaries ~ Obligated Group Hoopeston ~ Richland ~ Development CHA Holding  Systems  Reclassifications Foundation
Net assets without donor restrictions:
Excess of revenue over expenses $ 258,156 $ -8 258,156 $ (1,244) $ (10,329) $ 8818 $ 63646 $ 8487 $ $ 327,534
Change in noncontrolling interest of consolidated joint ventures 518 518 - - 2,271 2,795
Equity transfers from (to) affiliates (1,466) (1,466) 1,466
Increase (decrease) in net assets
without donor restrictions 257,208 257,208 (1,244) (10,329) 10,284 65,923 8,487 330,329
Net assets with donor restrictions:
Contributions 2,754 2,754
Investment return 7 - 858 865
Net assets released from restrictions (8) (14) (1,762) (1,784)
Other (36) 32 - 4)
Increase (decrease) in net assets
with donor restrictions (37) 18 1,850 1,831
Change in net assets 257,208 257,208 (1,281) (10,311) 12,134 65,923 8,487 332,160
Net assets, beginning of the year 1,723,802 1,723,802 (3,181) 18,148 95,170 110,887 67,588 2,012,414
Net assets, end of the year $ 1981010 $ - $ 1981010 $ (4462) $ 7837 $ 107304 $ 176810 $ 76075 $ $ 2344574
See accompanying notes to supplementary schedules and independent auditors’ report.
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The Carle Foundation

Notes to Supplementary Schedules
December 31, 2019

(Dollars in thousands)

The accompanying supplementary information represents corporate entities, corporate consolidations, or business
lines as defined below and in Note 1 of the consolidated financial statements.

Organization:

The Carle Foundation (Foundation) serves as the sole member and elects all of the trustees of, and thereby controls,
the following lllinois not-for-profit affiliates (Obligated Group):

a. The Carle Foundation Hospital (Hospital) comprises the following:
= Hospital Division, which includes operation of a licensed 433 bed hospital, a certified home health
agency, and a certified hospice
= Carle Medical Supply (Medical Supply), a provider of medical equipment and supplies to the
general public and hospital patients
= Danville Surgery Center, which is located in Danville, lllinois (DASC)
b. Carle Health Care Incorporated (Health Care) comprises the following:
= Carle Physician Group (Physician Group), which operates as a private, multispecialty, group
medical practice
= Airlife, which operates an air medical transport service and The Caring Place day care center
(Other Entities)
c. Carle Retirement Centers, Inc. (Windsor) operates a 174 unit retirement living center.

Certain affiliated or controlled entities of the Foundation and certain wholly-owned subsidiaries of the Obligated
Group are not members of the Obligated Group and are excluded from the Obligated Group. In order to present the
financial statements in accordance with GAAP, these entities are required to be consolidated. These entities include:

a. Obligated Group Unconsolidated Subsidiaries comprise the following:
= Champaign Surgicenter, LLC (Surgicenter), a free-standing ambulatory surgery center located in
Champaign, lllinois
= Arrow Ambulance, LLC (Arrow), which operates an ambulance transport service
= Carle Risk Management Company (Risk Management), which provides professional liability
insurance claims processing and management services to the Foundation
= eValiData, Inc. (eValiData), which provides physician credentialing services to the Foundation and
external organizations
b. Non-Obligated Group Affiliates comprise the following:
= Hoopeston Community Memorial Hospital (Hoopeston), in Hoopeston, lllinois, operates a 24 bed
critical access hospital and eight rural health clinics.
= Richland Memorial Hospital, Inc. (Richland), in Olney, lllinois, operates a 104 licensed bed hospital
and serves portions of eight counties in southeastern lllinois.
= The Carle Development Foundation (Development) does business as the Carle Center for
Philanthropy (Philanthropy Center), which is engaged in fund-raising activities and is the sole
member of Carle Community Health Corporation (Community Health), which is engaged in funding
charitable, scientific, and educational community-based health care initiatives.
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The Carle Foundation

Notes to Supplementary Schedules
December 31, 2019

(Dollars in thousands)

Organization (Continued):

= CHA Holding, Inc. (CHA Holding) is the sole stockholder of Carle Holding Company, Inc. (Carle
Holding), the sole member of Health Alliance Connect, Inc. (HA Connect), and has a 60%
membership interest in Health Alliance Northwest Holding, Inc. (HANW Holding). Carle Holding is
the sole owner of Health Alliance Medical Plans, Inc. and its subsidiaries (Health Alliance), which is
an lllinois licensed life, accident, and health insurance company. HA Connect provides health care
services to its enrollees, which consists of Medicare Advantage lllinois, Indiana, and Ohio
membership lives. HANW Holding is a taxable not-for-profit entity operating as a noninsurance
company in the state of Washington, established for the purpose of owning Health Alliance
Northwest Health Plan, Inc. (HANW Health Plan), a Washington health care contractor.

= Health Systems Insurance, Limited (Health Systems), an offshore captive insurance company,
underwrites the general, professional, and workers’ compensation liability risks of the Foundation

All significant intercompany transactions and balances have been eliminated upon consolidation. The eliminations
represent intercompany transactions among the Foundation subsidiaries and affiliates.
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		The Carle Foundation








1. Can you tell me how many physician offices and exam rooms in the
MOB.?

2. How many stories will the MOB have and will there be a basement?
3. What is the other source of funds?

4. Can you email us the most recent Carle audited financial statements?

Thanks Collin.

State of lllinois - CONFIDENTIALITY NOTICE: The information contained in this communication is
confidential, may be attorney-client privileged or attorney work product, may constitute inside information
or internal deliberative staff communication, and is intended only for the use of the addressee.
Unauthorized use, disclosure or copying of this communication or any part thereof is strictly prohibited
and may be unlawful. If you have received this communication in error, please notify the sender
immediately by return e-mail and destroy this communication and all copies thereof, including all
attachments. Receipt by an unintended recipient does not waive attorney-client privilege, attorney work
product privilege, or any other exemption from disclosure.



