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Ernst & Young LI.P Tel: +1 502 585 1400
Suite 1200 ey.com
400 West Market Street

Buiding a better Louisville, KY 40202
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Report of Independent Auditors

The Board of Trustees
Norton Healthcare, Inc. and Affiliates

Opinion

We have audited the combined financial statements of Norton Healthcare, Inc. and Affiliates (the
Company), which comprise the combined balance sheets as of December 31, 2022 and 2021, and
the related combined statements of operations and changes in net assets, and cash flows for the
years then ended, and the related notes (collectively, referred to as the “financial statements™).

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

Basis for Opinion

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

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with accounting principles generally accepted in the United States of America, and for
the design, implementation, and maintenance of internal control relevant to the preparation and
fair presentation of financial statements that are free of material misstatement, whether due to fraud
Or eIror.,

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Company’s
ability to continue as a going concern for one year afier the date that the financial statements are
issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

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

statements.
In performing an audit in accordance with GAAS, we:
» Exercise professional judgment and maintain professional skepticism throughout the audit.

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

« Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Company’s internal control. Accordingly, no such
opinion is expressed.

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

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

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal

control-related matters that we identified during the audit.
émt ¥ MLLP
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Norton Healthcare, Inc. and Affiliates

Combined Balance Sheets

December 31
2022 2021
(In Thousands)

Assets
Current assets:
Cash and cash equivalents $ 257673 $ 234,896
Marketable securities and other investments 70,607 173,166
Patient accounts receivable 355,399 310,093
Inventory 80,879 76,873
Prefunding for King’s Daughters’ Health transaction - 99,793
Prepaid expenses and other 73,593 69,340
Due from third-party payors, nct 21,301 19,939
Miscellaneous receivables 41,103 32,816
Current portion of assets limited as to use 27,281 30,353
Total current assets 927,236 1,047,269
Assets limited as to use, net of current portion 2,125,073 2,193,458
Property and equipment, net 1,390,476 1,311,795
Other assets:
Investments in joint ventures 24,809 28,833
Pledges receivable, net 30,683 26,695
Beneficial interest in trusts held by others 23,492 31,492
Goodwill and indefinite-lived intangible assets 21,448 20,508
Interest rate swaps asset 11,670 -
Operating lease right-of-use assets, net 170,565 158,254
Other assets 28,881 24,388
Total other assets 311,548 290,170
Total assets $ 4754333 $ 4.842.692
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December 31
2022 2021
(In Thousands)

Liabilities and net assets
Current liabilities:

Accounts payable $ 116,219 § 113,206
Accrued expenses and other 140,883 217,010
Current portion of operating lease liability 25,314 23,772
Accrued payroll and related items 243,942 209,960
Commercial paper 25,000 —
Accrued interest 12,891 12,656
Current portion of long-term debt 174,709 43,089
Total current liabilities 738,958 619,693
Other non-current liabilities:
Pension liability 52,270 44,538
Insurance liability 95,580 100,306
Interest rate swaps liability — 3,156
Long-term operating lease liability, net of current portion 145,714 134,516
Other 92,155 118,200
Total other non-current liabilities 385,719 400,716
Long-term debt, net of current portion 1,365,790 1,469,510
Net assets:
Without donor restrictions 2,108,417 2,200,191
With donor restrictions 155,449 152,582
Total net assets 2,263,860 2,352,773
Total liabilities and net assets $ 4754333 $ 4.842.692

See accompanying notes.
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Norton Healthcare, Inc. and Affiliates

Combined Statements of Operations and Changes in Net Assets

Revenue:
Net patient service revenue
CARES Act and ARP Provider Relief Funds
Other revenue
Donations and contributions
Joint venture (loss) income
Total revenue

Operating expenses:
Labor and benefits
Professional fees
Drugs and supplies
Fees and special services
Repairs, maintenance, and utilities
Rent and leases
Insurance
Provider tax
Other

Total operating expenses

Earnings before fixed expenses and other (losses) gains
Fixed expenses:
Depreciation and amortization

Interest expense
Interest rate swaps benefit, net

Patient service margin

2210-4106450

Year Ended December 31

2022

2021

(In Thousands)

$ 3471972 $ 3,164,172

61,056 34,347
58,158 61,406
18,098 15,548
(1,413) 8,620
3,607,871 3,284,093
1,950,757 1,678,177
139,986 132,337
836,238 763,329
167,481 150,112
127,625 104,907
52,664 46,875
26,934 26,155
59,233 67,101
29,785 23,677
3,390,703 2,992,670
217,168 291,423
152,271 127,940
50,691 46,905
(3,934) (3,249)
199,028 171,596
18,140 119,827
5



Norton Healthcare, Inc. and Affiliates

Combined Statements of Operations and Changes in Net Assets (continued)

Patient service margin
Investment gain
Operating gain

Non-operating (losses) gains:
Change in net unrealized gains on investments
Change in interest rate swaps value
Petersdorf Fund grants
Net periodic pension cost
Other non-operating (losses) gains, net
Total non-operating (losses) gains, net
Excess of (expenses over revenue) revenue over expenses
before excess of net assets acquired over consideration
paid for King’s Daughters’ Health, Inc.
Excess of net assets acquired over consideration paid
for King’s Daughters Health, Inc.
Excess of (expenses over revenue) revenue over €Xxpenses

Net assets without donor restrictions:

Change in pension plan assets and obligation

Net assets released from restriction for equipment and other
(Decrease) increase in net assets without donor restrictions

Net assets with donor restrictions:
Contributions, fees, grants, bequests, net
Investment gain
Change in beneficial interest in trusts held by others
Change in net unrealized (losses) gains on investments
Net assets released from restriction

Increase in net assets with donor restrictions

(Decrease) increase in net assets
Net assets at beginning of year
Net assets at end of year

See accompanying notes.
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Year Ended December 31
2022 2021
{In Thousands)
$ 18,140 $ 119,827
57,995 212,921
76,135 332,748
(304,959) 33,126
14,826 (11,218)
(6,400) (2,504)
(1,619) (1,934)
{1,520) 1,618
(299.672) 19,088
(223,537) 351,836
133,667 -
(89,870) 351,836
(6,060) 12,116
4,156 3,747
(91,774) 367,699
34,903 18,562
2,629 8,294
(6,692) 2,639
(10,420) 1,559
(17.553) (15,062)
2,867 15,992
(88,907) 383,691
2,352,773 1,969,082

$ 2.263.806 $ 2.352,773




Norton Healthcare, Inc. and Affiliates

Combined Statements of Cash Flows

Operating activities
(Decrease) increase in nef assets
Adjustments to reconcile (decrease) increase in net assets to net
cash provided by operating activities:
Depreciation and amortization
Premium amortization
Change in net unrealized (losses) gains on investments
Excess of net assets acquired over consideration paid
for King's Daughters’ Health, Inc.
Loss on extinguishment of debt
Change in interest rate swaps value
Change in pension plan asset and obligation
Restricted confributions and investment gain
Cash (used in) provided by operating assets and labilities:
Change in patient accounts receivable
Change in assets limited as to use, net
Change in amounts due to from/to third-party payors
Change in marketable securities and other investments
Change in other current and non-current assets and liabilities
Net cash provided by operating activities

Investing activities

Purchase of property and equipment

Acquisition and prefunding of King’s Daughters’ Health,
net of cash acquired

Change in joint ventures and other

Net cash used in investing activities

Financing activities

Issuance in long-term debt

Refunding of long-term debt

Principal payments on long-term debt

Cost of long-term debt issuance

Issuance of commercial paper

Restricted contributions and investment gain
Net cash used in financing activitics

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

See accompanying notes.
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Year Ended December 31
2022 2021

(In Thousands)

(88,907) 383,691
152,271 127,940
(8,721) (8,175)
315,379 (34,685)
(133,667) -
1,523 -
(14,826) 11,218
6,060 (12,116)
(30,845) (29,495)
(29,794) (54,720)
(24,530) (131,876)
(3,383) (37,184)
102,559 98,822
(83,275) (48,404)
159,844 265,016
(130,706) (174,956)
(14,522) (99,793)
6,209 (4,004)
(139,019) (278,753)
82,810 -
(88,982) -
(47,910) (42,118)
(@11} -
25,000 -
30,845 29,495
1,352 (12,623)
22,177 (26,360)
234,896 261,256
S 257,073 $ 234,896
7



Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements

December 31, 2022

1. Description of Organization and Summary of Significant Accounting Policies

Organization

The accompanying combined financial statements of Norton Healthcare, Inc. include the
transactions and accounts of Norton Healthcare, Inc. (the controlling company) and Affiliates,
including the following: Norton Hospitals, Inc.; Norton Healthcare —~ Indiana, Inc.; Norton
Enterprises, Inc.; Norton Propertties, Inc.; The Children’s Hospital Foundation, Inc.; Norton
Healthcare Foundation, Inc.; and Community Medical Associates, Inc. Norton Healthcare, Inc.
and Affiliates are collectively hereafter referred to as the Corporation. The Corporation operates
in the Louisville, Kentucky metropolitan area, and its operations include 1,993 licensed beds, 17
Norton Immediate Care Centers, and providing care at more than 300 locations throughout
Kentucky and southern Indiana.

All significant intercompany transactions and accounts have been eliminated in combination.

Use of Estimates

The preparation of the combined financial statements in accordance with accounting principles
generally accepted in the United States of America (U.S. GAAP) 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 combined financial statements and the reported
amounts of revenue and expenses during the reporting period. Actual results could differ from
those estimates.

Liquidity

As a business-oriented not-for-profit that is not solely dependent on donor contributions, the
capital needs of the Corporation and operating budgets are coordinated so that anticipated cash
needs are provided by current cash flow from operations, supplemented from time to time by debt
financing. Included within current assets on the combined balance sheets are financial assets
available for general expenditure within one year of December 31, and include cash and cash
equivalents, marketable securities and other investments, patient accounts receivable, and the
current portion of assets limited as to use. See additional information with respect to these financial
assets in Note 1 and Note 4. As part of the Corporation’s management of liquidity, certain cash
and cash equivalents in excess of operating requirements for general expenditures are transferred
to assets limited as to use. The Corporation’s long-term assets limited as to use contain various

2210-41066450




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

investments that can be drawn upon, if necessary, to meet the liquidity needs of the Corporation
within the next fiscal year. See Note 4 for additional information as it relates to assets limited as
to use. There were no borrowings against the line of credit through its maturity.

Reclassification

Certain balances in prior year footnote disclosure items have been reclassified to confirm to the
current year’s presentation.

Cash and Cash Equivalents

Cash and cash equivalents include all cash and highly liquid investments that are neither internally
nor externally restricted. As of December 31, 2021, cash and cash equivalents included
$33.2 million of cash held in escrow for the Norton King’s Daughters’ Health transaction (see
Note 17 for additional information). As of December 31, 2022, the Corporation had no cash and
cash equivalents held in escrow,

The Corporation considers highly liquid investments to be cash equivalents when they are both
readily convertible to cash and so near to maturity (typically within three months) that their value
is not subject to risk due to changes in interest rates. Highly liquid investments with original short-
term maturities of less than three months that are included as part of marketable securities and
other investments and assets limited as to use are excluded from cash equivalents as they are
commingled with longer-term investments. Cash and cash equivalents carried on the combined
balance sheets approximates fair value at both December 31, 2022 and 2021.

Marketable Securities and Other Investments

Marketable securities and other investments consist primarily of marketable debt securities that
are used by the Corporation to support short-term operational and capital needs. As of
December 31, 2022 and 2021, $23.8 million and $129.9 million, respectively, included underlying
obligations whose maturitics are greater than one year from the date of the combined balance
sheets. Due to the markets in which these securities are traded, the Corporation believes the
securities can be liquidated at their fair value without restriction and, therefore, has included the
securities as current assets.

2210-4 106450 9



Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

Inventory

Inventories (predominately medical and surgical supplies and pharmaceuticals) are primarily
carried at the lower of cost (first-in, first-out method) or net realizable value.

Assets Limited as to Use and Investment Return

Assets limited as to use include a portfolio of investments that are set aside by the Board of
Trustees (the Board) for future services, indigent care, education, research, and community health
initiatives over which the Board retains control and may, at its discretion, subsequently use for
other purposes. This portfolio of investments also includes assets restricted by donors. The
Corporation utilizes a pooled investment program (the Master Trust Fund) to manage this portfolio
of investments. Income is allocated to each entity based on its investment balance to the total
investment balance by type of investment. All entities that participate in the Master Trust Fund are
included in these combined financial statements. Other investments within assets limited as to use
include assets held by trustees under a self-insurance trust agreement and assets under bond
indenture trust agreements. Amounts required to meet current liabilities of the Corporation have
been classified as current in the combined balance sheets at December 31, 2022 and 2021.

Investment securities are exposed to various risks, such as interest rate, market, and credit risks.
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 will occur in the near term, and that
such change could materially affect the amounts reported in the combined balance sheets.

All investment securities are considered trading. Included in investment gain are interest,
dividends, realized gains and losses on investments, and changes in the value of investments
catried at net asset value (NAV), Investment gain and the change in net unrealized (losses) gains
on investments are included in the excess of (expenses over revenue) revenue over expenses unless
a donor or law restricts the income or loss.

Alternative investments, including hedge funds, real estate funds, and private equity funds, are
recorded under the equity method of accounting using NAV. The NAV of the alternative
investments is based on valuations provided by the administrators of the specific financial
instrument. The underlying investments in these financial instruments may include marketable
debt and equity securitics, commodities, foreign currencies, derivatives, and private equity
investments. The underlying investments themselves are subject to various risks, including market,

22104106450 10




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

credit, liquidity, and foreign exchange risk. The Corporation believes the NAV is a reasonable
estimate of its ownership interest in the respective alternative investments. The Corporation’s risk
of alternative investments is limited to its carrying value plus amounts committed to private equity
funds as disclosed in Note 4. Alternative investments can be divested only at specified times in
accordance with terms of the subscription agreements. Hedge fund redemptions typically contain
restrictions that allow for a portion of the withdrawal proceeds to be held back from distribution
when the underlying investments are liquidated subject to final valuation following the availability
of the hedge fund’s next audited financial statements. These types of redemptions are subject to
lock-up provisions that are generally imposed on the initial investment in the fund for a period of
time. Private equity funds and real estate funds are generally closed-end funds and have significant
redemption restrictions that prohibit redemptions during the real estate or private equity fund’s
life. The financial statements of all of the Corporation’s alternative investments are audited
annually. Because these financial instruments are not readily marketable, the estimated carrying
value is subject to uncertainty, and, therefore, may differ from the value that would have been used
had a market for such financial instruments existed. The change in the carrying value of the
alternative investments is included in investment gain in the combined statements of operations
and changes in net assets.

The Corporation has elected to account for common and collective trust funds at fair value as
allowed under Financial Accounting Standards Board (FASB) Accounting Standards Codification
(ASC) 825, Financial Instruments. The Corporation believes that this election is appropriate given
the nature of its common and collective trust funds and their similarity to mutual funds.

Fair Value of Financial Instruments

The Corporation follows the provisions of ASC 820, Fair Value Measurement (ASC 820), which
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 and establishes a
framework for measuring fair value. ASC 820 defines a three-level hierarchy for fair value
measurements based upon the transparency of inputs to the valuation of an asset or liability as of
the measurement date. ASC 820 emphasizes that fair value is a market-based measurement, not an
entity-specific measurement. Therefore, a fair value measurement should be determined based on
the assumptions that market participants would use in pricing an asset or liability. As a basis for
considering market participant assumptions in fair value measurements, as noted above, ASC 820
defines a three-level fair value hierarchy that distinguishes between market participant
assumptions based on market data obtained from sources independent of the reporting entity and

2210-4106450 11



Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

1. Pescription of Organization and Summary of Significant Accounting Policies (continued)

the reporting entity’s own assumptions about market participants. The fair value hierarchy is based
upon the transparency of inputs to the valuation of an asset or liability as of the measurement date.
The three levels are defined as follows:

» Level 1 — Inputs utilize quoted market prices in active markets for identical assets or
liabilities.

» Level 2 — Inputs may include quoted prices for similar assets and liabilities in active
markets, as well as inputs that are observable for the asset and liability (other than quoted
prices), such as interest rates, foreign exchange rates, and yield curves that are observable
at commonly quoted intervals.

« Level 3 — Inputs are unobservable inputs for the asset or liability, which is typically based
on an entity’s own assumptions, as there is little, if any, related market activity.

In instances where the determination of the fair value measurement is based on inputs from
different levels of the fair value hierarchy, the level in the fair value hierarchy within which the
entire fair value measurement falls is based on the lowest level input that is significant to the fair
value measurement in its entirety. The Corporation’s assessment of the significance of a particular
input to the fair value measurement in its entirety requires judgment and considers factors specific
to the asset or liability, In order to meet the requirements of ASC 820, the Corporation utilizes
three basic valuation approaches to determine the fair value of its assets and liabilities required to
be recorded at fair value. The first approach is the cost approach. The cost approach is generally
the value a market participant would expect to pay to replace the respective asset or liability. The
second approach is the market approach. The market approach looks at what a market participant
would consider an exact or similar asset or liability to that of the Corporation, including those
traded on exchanges, to determine value. The third approach is the income approach. The income
approach uses estimation techniques to determine the estimated future cash flows of the
Corporation’s respective asset or liability expected by a market participant and discounts those
cash flows back to present value (more typically referred to as a discounted cash flow approach).

22104106450 12




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

I. Description of Organization and Summary of Significant Accounting Policies (continued)

Property and Equipment

Property and equipment are recorded at cost. Depreciation is provided over the estimated useful
life of each class of depreciable assets and is computed primarily using the straight-line method.
Land improvements are depreciated over a range of 2 to 30 years. Buildings and equipment are
depreciated over a range of 1 to 40 years. Costs incurred in the development and installation of
internal-use software are expensed if they are incurred in the preliminary project stage or post-
implementation stage, while certain costs are capitalized if incurred during the application
development stage. Internal-use software is amortized over its expected useful life, generally
between 1 and 10 years, with amortization beginning when the project is completed and the
software is placed in service.

Useful lives of assets are determined through consultation of the American Hospital Association’s
Life of Depreciable Hospital Assets and in consideration of how the Corporation intends to use the
asset or has used similar assets in the past.

Gifts of long-lived assets such as land, buildings, or equipment are reported as support without
donor restrictions and are excluded from the excess of (expenses over revenue) revenue over
expenses. Such gifts are recorded at fair value at the date of donation. Gifts of long-lived assets
with explicit restrictions that specify how the assets are to be used and gifts of cash or other assets
that must be used to acquire long-lived assets are reported as support with donor restrictions.

The Corporation evaluates long-lived assets used in operations for impairment as events and
changes in circumstances indicate that the carrying amount of such assets might not be recoverable.
Assets are grouped at the lowest level for which there is identifiable cash flows that are largely
independent of the cash flows of other groups of assets. Impairment write-downs are recognized
in the combined statements of operations and changes in net assets at the time the impairment is
identified. There was no loss on impairment of property and equipment recognized for the years
ended December 31, 2022 or 2021.

Leases

The Corporation leases property and equipment under finance and operating leases. The
Corporation determines whether an arrangement is a lease at inception. Right-of-use assets and
lease liabilities are recognized for leases with terms greater than 12 months based on the net present
value of the future minimum lease payments over the lease term at commencement date. When

22104106450 13



Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements {continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

readily determinable, the Corporation uses the interest rate implicit in the lease to determine the
present value of future minimum lease payments. However, most of the Corporation’s leases do
not have a readily determinable implicit interest rate. For these leases, the Corporation’s estimated
incremental borrowing rate is used. The right-of-use asset and lease liability include a value for
options to extend a lease if it is reasonably certain that the option will be exercised.

Operating lease liabilities and related right-of-use assets, net are included in current portion and
non-current portion of operating lease liability and operating lease right-of-use asscts, net on the
combined balance sheets. Operating lease expense is recognized on a straight-line basis over the
lease term and is included in rent and lease expense in the combined statements of operations and

changes in net assets.

Finance lease liabilities and related right-of-use assets, net are included in current portion and non-
current portion of long-term debt and property and equipment, net on the combined balance sheets.
Finance lease right-of-use assets, net are amortized on the straight-line method over the shorter
period of the lease term or the estimated useful life of the property or equipment. Such amortization
expense is included in depreciation and amortization in the combined statements of operations and

changes in net assets.
Investments in Joint Ventures

The Corporation maintains an ownership percentage of 50% or less in various joint ventures and
other companies that do not require combination. These investments are primarily accounted for
using the equity method of accounting.

The following is a summary of the investments in joint ventures:

December 31
2022 2021
{In Thousands)

The Regional Health Network of Kentucky
and Southern Indiana, LLC (Note 15) $ 10,952 § 17,170
Other 13,857 11,663
$ 24,809 § 28,833

14
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Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

The following is a summary of joint venture (loss) income:

Year Ended December 31
2022 2021
(In Thousands)

The Regional Health Network of Kentucky
and Southern Indiana, LLC (Note 15) S (6,218) 8 3,638
Other 4,805 4,982
$  (1413) S 8,620

Investments in joint ventures are reviewed for impairment whenever events or changes in
circumstances indicate the carrying amount of the investment might not be recoverable. No
impairment was recognized for the years ended December 31, 2022 or 2021.

Goodwill and Indefinite-Lived Intangible Assets

The Corporation has goodwill and indefinite-lived intangible assets recorded related to a pathology
laboratory, several physician practices, diagnostic centers, and an ambulatory surgical center
license totaling $21.4 million and $20.5 million at December 31, 2022 and 2021, respectively.

The Corporation follows the provisions of ASC 958, Not-for-Profit Entities (ASC 958), which
provides guidance for a not-for-profit entity with respect to goodwill and other intangible assets
subsequent to an acquisition. In accordance with ASC 958, the Corporation tests goodwill and
indefinite-lived intangible assets for impairment on an annual basis (October 1), and between
annual tests if impairment indicators exist, utilizing qualitative and quantitative factors.

Goodwill impairment testing is done at the reporting unit level (which is defined as the
Corporation) by comparing the fair value of the reporting unit’s net assets against the carrying
value of the reporting unit’s net assets, including goodwill, The Corporation as a whole is defined
as the reporting unit for purposes of impairment testing. If a quantitative analysis is performed, the
fair value of net assets is generally estimated based on an analysis of discounted cash flows
{(Level 3 measurement).

The annual impairment test performed in 2022 and 2021 resulted in no adjustments to recorded
goodwill and indefinite-lived intangible assets.

2210-4106450 15



Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)
Medical Malpractice and General Liability Self-Insurance

The Corporation is self-insured for medical malpractice and general liability claims, The provision
for estimated self-insured medical malpractice and general liability claims includes estimates of
the ultimate costs of settlement for both reported claims and claims incurred but not reported. The
Corporation recorded total medical malpractice and general liability self-insurance liabilities of
$121.5 million and $124.0 million as of December 31, 2022 and 2021, respectively. Medical
malpractice and general liability self-insurance liabilities of $29.6 million and $26.5 million are
included in accrued expenses and other current liabilities at December 31, 2022 and 2021,
respectively, based on the expectation of the payout of claims in the subsequent year. The long-
term portion of these liabilities are held in other non-current liabilities on the combined balance
sheets. Additionally, the Corporation has recorded total receivables of $9.9 million and
$10.5 million as of December 31, 2022 and 2021, respectively, for anticipated reinsurance
recoveries, Of total anticipated reinsurance recoveties, $2.7 million and $2.5 million are classified
as current at December 31, 2022 and 2021, respectively, and are recorded in miscellaneous
receivables on the combined balance sheets. The non-current portion of anticipated reinsurance
recoveries of $7.2 million and $8.0 million at December 31, 2022 and 2021, respectively, are
recorded in other assets on the combined balance sheets. The Corporation recorded a decrease in
medical malpractice and general liability self-insurance expense of approximately $4.8 million and
$5.4 million in 2022 and 2021, respectively, related to changes in actuarial estimates reflecting
lower claim activity, closed claims, improved claim resolution history, and other environmental
factors. The Corporation has engaged independent actuaries to estimate the ultimate costs of the
settlement of such claims. Recorded self-insured medical malpractice and general liabilities,
discounted at 3.75% and 1.25% at December 31, 2022 and 2021, respectively, represent
management’s best estimate of ultimate costs at those dates.

The Corporation has excess loss insurance coverage for claims over the self-insured limits on a
claims-made basis. Through the excess loss commercial policies, the Corporation is insured for
losses up to established individual and aggregate claim limits.

The Corporation’s management is of the opinion that the combined financial statements will not
be materially affected by the ultimate cost related to asserted and unasserted claims, if any, at the
combined balance sheet date.
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Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

Under the terms of the self-insurance trust agreements for the self-insurance funds, the Corporation
makes annual deposits with its trustee based upon actuarial funding recommendations. Amounts
deposited and interest thereon can only be used to pay self-insured losses and related expenses.
Such trust fund assets are reported as assets limited as to use. Investment returns from trusteed
assets are recorded as investment gain and change in net unrealized (losses) gains on investments,
as applicable.

Commercial Paper

On May 1, 2022, the Corporation entered into a dealer agreement with J.P. Morgan Securities,
LLC, which allows the Corporation to issue taxable commercial paper notes (commercial paper)
with an agreement that the principal amount not exceed $200.0 million. The commercial paper
will bear an interest rate as determined by J.P. Morgan Securities, LLC at the time of sale and will
have maturities not exceeding 270 days from the date of issue. During the year ending December
31, 2022, the Corporation issued commercial paper in $25.0 million offerings, with no more than
$50.0 million outstanding at any one time. The Corporation had a total of $25.0 million of
commercial paper outstanding at December 31, 2022 that bears an interest rate of 4.60% and has
a put date of March 2, 2023. Any commercial paper outstanding is a general obligation of the
Corporation, secured on parity with outstanding bonds.

Net Assets with Donor Restrictions

Net assets with donor restrictions are those whose use by the Corporation has been limited by
donors to a specific time period or purpose or have been restricted by donors to be maintained by
the Corporation in perpetuity. Net assets with donor restrictions are primarily restricted for
strategic capital projects or in support of the Corporation’s mission.

Net Patient Service Revenue and Patient Accounts Receivable
Net patient service revenue is reported at the amount that reflects the consideration to which the
Corporation expects to be entitled for providing patient care. These amounts are due from patients,

third-party payors, and others and include variable consideration for retroactive revenue
adjustments due to settlements of reviews and audits.
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Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

Net patient service revenue is recognized as performance obligations are satisfied. Performance
obligations are determined based on the nature of the services provided by the Corporation. Net
patient service revenue for performance obligations satisfied over time is recognized based on
actual charges incurred in relation to total expected or actual charges. The Corporation believes
that this method provides a reasonable depiction of the transfer of services over the term of the
performance obligation based on the inputs needed to satisfy the obligation. Generally,
performance obligations satisfied over time relate to patients receiving inpatient acute care
services. The Corporation measures the performance obligation from admission into the hospital
to the point when it is no longer required to provide services to that patient, which is generally at
the time of discharge. These services are considered to be a single performance obligation.

Outpatient services are performance obligations satisfied at a point in time, and net patient service
revenue is recognized when goods or services are provided and the Corporation does not believe
it is required to provide additional goods or services.

Because all of its performance obligations relate to contracts with a duration of less than one year,
the Corporation has elected to apply the optional exemption provided in ASC 606, Reventue from
Contracts with Customers (ASC 606) and, therefore, is not required to disclose the aggregate
amount of the transaction price allocated to performance obligations that are unsatisficd or partially
satisfied at the combined balance sheet date. The unsatisfied or partially unsatisfied performance
obligations referred to above are primarily related to inpatient acute care services at the combined
balance sheet date. The performance obligations for these contracts are generally completed when
the patients are discharged, which generally occurs within days or weeks of the combined balance
sheet date.

The Corporation has elected to use the portfolio approach practical expedient in ASC 606 for
contracts related to net patient service revenue. The Corporation accounts for the contracts within
each portfolio as a collective group, rather than recognizing net patient service revenue on an
individual contract basis, based on the payment pattern expected in each portfolio category and the
similar nature and characteristics of the patients within each portfolio. The portfolios consist of
major payor classes for inpatient net patient service revenue and outpatient net patient service
revenue. Based on the historical collection trends and other analysis, the Corporation believes that
net patient service revenue recognized by utilizing the portfolio approach approximates the net
patient service revenue that would have been recognized if an individual contract approach were

used.
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Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

The Corporation has agreements with third-party payors that provide for payment to the
Corporation at amounts different than the Corporation’s established charges. For uninsured
patients who do not qualify for charity care, the Corporation recognizes net patient service revenue
based on established charges, subject to certain discounts and implicit price concessions
determined by the Corporation. The Corporation determines the transaction price based on
standard charges for services provided, reduced by explicit price concessions provided to
third-party payors, discounts provided to uninsured and underinsured patients in accordance with
the Corporation’s policy, and/or implicit price concessions provided to uninsured patients. Explicit
price concessions are based on contractual agreements, discount policies, and historical
experience. Implicit price concessions represent differences between amounts billed and the
estimated consideration the Corporation expects to receive from patients, which are determined
based on historical collection experience, current market conditions, and other factors.

Generally, patients who are covered by third-party payors are responsible for patient responsibility
balances, including deductibles and coinsurance, which vary in amount. The Corporation estimates
the transaction price for patients with deductibles and coinsurance based on historical experience
and current market conditions. The initial estimate of the transaction price is determined by
reducing the standard charge by any explicit price concessions, discounts, and/or implicit price
concessions. Subsequent changes to the estimate of the transaction price are generally recorded as
adjustments to net patient service revenue in the period of change. Adjustments arising from a
change in the transaction price, which resulted in an increase to net patient service revenue, were
approximately $39.4 million and $23.7 million for the years ended December 31, 2022 and 2021,
respectively, and were not material to net patient service revenue for either period and, therefore,
did not result in a change in the Corporation’s revenue recognition policy.

In rare instances, the Corporation receives payment in advance of the services provided and
considers these amounts to represent contract liabilities. Contract liabilities at December 31, 2022
and 2021, include a $32.5 million and $149.4 million, advance payment respectively, from the
Centers for Medicare and Medicaid Services (CMS) as part of the Medicare Accelerated and
Advanced Payment Program (see Note 16 for additional information).

The Corporation has clected the practical expedient allowed under ASC 606 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 Corporation’s expectation that the period between the
time the service is provided to a patient and the time that the patient or third-party payor pays for
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Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

that service will be one year or less. However, the Corporation does, in certain circumstances,
enter into payment agreements 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.

The Corporation is paid prospectively determined rates for the majority of inpatient acute care,
outpatient, and ambulatory care setvices provided (principally Medicare, Medicaid, and certain
commercial payors). This net patient service revenue is subject to retroactive adjustments due to
audits, reviews, change in program administration and rules, and outcome of litigation. These
settlements are estimated based on the agreement with the payor and correspondence, which
includes an assessment to ensure it is probable that a significant reversal in the amount of
cumulative net patient service revenue recognized will not occur when the uncertainty associated

with the retroactive adjustments is subsequently resolved.

Laws and regulations governing the Medicare and Medicaid programs are complex and subject to
interpretation. The Corporation believes that it is in compliance with all applicable laws and
regulations, and is not aware of any pending or threatened investigations involving allegations of
potential wrongdoing. The Corporation has established a corporate compliance program {o assist
in maintaining compliance with such laws and regulations. Compliance with such laws and
regulations can be subject to future government review and interpretation, as well as significant
regulatory action, including fines and penalties and exclusion from the Medicare and Medicaid
programs. As a result, there is at least a reasonable possibility that current recorded estimates will
change by material amounts in the near term,

Reported costs and/or services provided under certain arrangements are subject to retroactive
adjustments due to reviews and audits. These adjustments are considered variable compensation
and are included in the determination of the estimated transaction price for providing patient care
in the period the related services are provided. These settlements are estimated based on the terms
of the payment agreement with the payor, correspondence from the payor, and the Corporation’s
historical settlement activity, including an assessment to ensure that it is probable that a significant
reversal in the amount of net patient service revenue recognized will not occur when the
uncertainty associated with the retroactive adjustment is subsequently resolved. Estimated
settlements are adjusted in future periods as adjustments become known or as years are settled or
are no longer subject to reviews or audits, The Corporation recorded an increase in net patient
service revenue of $11.8 million and $23.1 million in 2022 and 2021, respectively, as a result of
changes in estimated scttlements with Medicare, Medicaid, and other commercial payors.
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Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

Charity Care

As a part of its not-for-profit mission, the Corporation provides care to patients who may be unable
to pay. For those patients meeting certain criteria, the Corporation does not pursue collection of
amounts determined to qualify as charity care. The Corporation follows Accounting Standards
Update (ASU) 2010-23, Health Care Entities (Topic 954): Measuring Charity Care for Disclosure
(ASU 2010-23). ASU 2010-23 requires that cost be used as the measurement for charity care
disclosure purposes and that cost be identified as the direct and indirect cost of providing charity
care. ASU 2010-23 also requires entities to disclose any reimbursement received to offset the cost
of providing charity care. The Corporation estimates charity care cost by calculating a ratio of cost
to gross charges, and then multiplying the ratio by the gross charges attributable to patients that
qualify for charity care, based on the Corporation’s policy. The cost associated with charity care
provided was $15.7 million and $13.8 million in 2022 and 2021, respectively.

Other Revenue

Other revenue is recognized at an amount that reflects the consideration to which the Corporation
expects to be entitled in exchange for providing goods and services. The amounts recognized
reflect consideration due from customers, third-party payors, and others in accordance with
ASC 606. Primary categories include milestone-based provider revenue, technical service fee
revenue, research revenue, rental income, parking revenue, and revenue from other miscellaneous
sources,

Excess of (Expenses Over Revenue) Revenue Over Expenses

The combined statements of operations and changes in net assets include subtotals for earnings
before fixed expenses and other (losses) gains, patient service margin, operating gain, and excess
of (expenses over revenue) revenue over expenses. Excess of (expenses over revenue) revenue
over expenses represents the operating (performance) indicator for the Corporation as defined
under U.S. GAAP. Changes in net assets without donor restrictions, which are excluded from
excess of (expenses over revenue) revenue over expenses, consistent with industry practice,
include or may include contributions of long-lived assets, net assets released from restriction for
equipment, investment returns on assets with donor restrictions, and changes in pension plan assets
and obligation.
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Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

Gifts with Donor Restrictions

Uneonditional promises to give cash and other assets to the Corporation are reported at fair value
at the date the promise is received. Conditional promises to give and indications of intentions to
give are reported at fair value at the date the condition is met. The gifts are reported as support
with donor restrictions if they are received with donor stipulations that limit the use of the donated
assets. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, net assets with donor restrictions are reclassified as net assets without
donor restrictions and reported in the combined statements of operations and changes in net assets
as donations and contributions if the purpose relates to operations, or as a change in net assets
without donor restrictions if the purpose relates to purchase of property and equipment.

Beneficial Interest in Trusts Held by Others

The Corporation is an income beneficiary of irrevocable trust funds held by others. The
Corporation has recorded the fair value of the ownership interest of the irrevocable trust funds in
its combined balance sheets and the changes in the fair values of the ownership interests of the
irrevocable trust funds as net assets with donor restrictions.

Contributions Received and Pledges Receivable

Contributions without donor restriction are recorded as donations and contributions within the
combined statements of operations and changes in net assets when received. Pledges are recorded
as contributions, fees, grants, bequests, net as net assets with donor restrictions in the year pledged.
Unconditional donor pledges to give cash, marketable securities, and other assets are reported at
present value, through a discounted cash flow approach (representing fair value), at the date the
pledge is made. Pledges receivable are discounted based on the nature of the individual pledge
consistent with the Corporation’s policy. Discount rates ranged from 0.03% to 2.02% during the
years ended December 31, 2022, and 2021, respectively. Discount rates reflect the economic
conditions of the year in which the pledge was made.

Conditional donor promises to give and indications of intentions to give are not recognized until
the condition is satisfied. Pledges received with donor restrictions on the use of the donated assets
are reported as net assets with donor restrictions until the donor restriction expires. An allowance
for uncollectible pledges is recorded for amounts the Corporation has deemed uncollectible.

2210-4106450 22




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

QOutstanding pledges recetvable from various corporations, foundations, and individuals are as
follows:

December 31
2022 2021
(In Thousands)

Gross pledges due:
In less than one year $ 11,407 § 8,871
In one to five years 8,174 4,558
In more than five years 35,175 35,217
54,756 48,646
Allowance for uncollectible pledges (233) (125)
Discounting (12,667) (13,080)
Net pledges receivable 41,850 35,441
Less current portion (11,173) (8,746)
Net long-term pledges receivable $ 30,683 $ 26,095

The current portion of pledges receivable is included in miscellaneous receivables on the combined
balance sheets.

Income Taxes

Most of the income generated by the Corporation is exempt from taxation under Section 501(a) of
the Internal Revenue Code, Certain of the Corporation’s affiliates are taxable entities and some of
the income generated by otherwise exempt entities is subject to taxation as unrelated business
income. The Corporation files federal and Kentucky state income tax returns. The statute of
limitations for tax years 2019 through 2021 remain open in the taxing jurisdictions in which the
Corporation is subject to taxation, and the 2022 tax year’s statute of limitations will begin once
returns for that year are filed. In addition, for ail tax years prior to 2025 generating or utilizing a
net operating loss (NOL), tax authorities can adjust the amount of NOL carryforward to subsequent

years.
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Notes to Combined Financial Statements (continued)

1. Description of Organization and Summary of Significant Accounting Policies (continued)

As of December 31, 2022, the Corporation has NOL carryforwards of $27.7 million ($23.4 million
at December 31, 2021). These NOL carryforwards expire in years 2022 to 2041. As a result of the
NOL carryforwards, the Corporation recorded a deferred tax asset of $7.1 million and $5.2 million
at December 31, 2022 and 2021, respectively. The Corporation evaluates the realizability of the
deferred tax assets annually. Based on the cumulative losses incurred by Norton Enterprises, Inc.
over the previous three-year period and future projections, the Corporation determined it is not
probable that future taxable income will be available to apply against the deferred tax assets. As a
result, the Corporation recorded a full valuation allowance of $7.1 million and $5.2 million at
December 31, 2022 and 2021, respectively.

2. Community Service (Unaudited)

The Corporation continues to build on a tradition of community service established over 100 years
ago by its predecessor organizations, with a mission to provide quality health care to all those
served. Through Norton Children’s Hospital and Norton Children’s Medical Center, tertiary,
acute-level inpatient services, and emergency and outpatient specialty care are provided to children
who live throughout Kentucky and southern Indiana, regardless of ability to pay. In addition, many
patients treated at Norton Hospital, Norton Audubon Hospital, Norton Women’s and Children’s
Hospital, Norton Brownsboro Hospital, and Norton Kings Daughter’s Hospital receive free or
discounted care. The Corporation is a major participant in the residency and medical education
programs of the University of Louisville School of Medicine.

The Corporation uses the 2022 edition of the Catholic Health Association’s Guide for Planning
and Reporting Community Benefit (CHA guidelines) to report the community benefit amounts.

In 1987, the Corporation established a fund designated for providing indigent care, education,
research, and community health initiatives, now known as the James R. Petersdorf Fund
(Petersdorf Fund). In 2020, the Corporation established the Rev. and Mrs, John Norton Fund (John
Norton Fund) to support non-profit initiatives designed for the betterment of overall health,
wellness and well-being, particularly in areas of greatest need. See Note 4 for additional
information on these funds.

22104106450 24




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

2. Community Service (Unaudited) (continued)

The costs associated with providing community service through the Corporation’s community-
based funds and programs are as follows (unaudited):

Year Ended December 31
2022 2021

(In Thousands)

Charity care®™ $ 15,703 § 13,781
Educational support 76,095 77,366
Sponsorships 2,170 1,878
Community cancer initiatives 5,897 6,093
Community service activities 1,698 1,142
Other community benefits 24,397 12,912

$ 125960 $ 113,172

AYConsistent with Internal Reserve Service (IRS) Form 990 requirements and CHA
guidelines, this amount is to be reported net of state means programs and amounts
received specifically to provide financial assistance. The Corporation received other
financial assistance related receipts of $0.3 million in 2022, and $0.5 million in 2021.
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3. Property and Equipment
Property and equipment consists of:

December 31
2022 2021
(In Thousands)

Land and land improvements $ 75,873 § 72,069
Buildings 1,545,249 1,317,223
Equipment 1,337,530 1,211,215
2,958,652 2,600,507
Accumulated depreciation and amortization (1,693,305) (1,546,508)
1,265,347 1,053,999
Construction-in-process 125,129 257,796

$ 1,390,476 $ 1,311,795

Equipment includes computer software costs of $111.8 million and $90.8 million at December 31,
2022 and 2021, respectively, which are primarily related to the Corporation’s enterprise, clinical,
and revenue cycle information systems, The accumulated depreciation related to computer
software recorded in accumulated depreciation and amortization is $88.2 million and $81.7 million
at December 31, 2022 and 2021, respectively. The expense related to computer software recorded
in depreciation and amortization expense on the combined statements of operations and changes
in net assets was $6.0 million and $6.8 million for the years ended December 31, 2022 and 2021,

respectively.
4, Assets Limited as to Use and Investment Return
Asset Limited as to Use

The composition of assets limited as to use is set forth in the following table by type of Board
designation or restriction. Assets limited as to use are carried at fair value, except for alternative
investments (consisting of hedge funds, real estate funds, and private equity funds), which are
accounted for under the equity method of accounting,.
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4. Assets Limited as to Use and Investment Return (continued)

December 31
2022 2021
(In Thousands)

By Board of Trustees for indigent care, education,

research, and community health initiatives (Petersdorf

Fund) $ 155,674 $ 179,363
By Board of Trustees for support of non-profit initiatives

designed for the betterment of overall health, wellness

and well-being, particularly in areas of greatest need

(John Norton Fund) 16,797 12,163
By Board of Trustees 1,776,981 1,792,464
1,943,452 1,983,990
By self-insurance trust agreements 108,708 123,706
Less current portion (26,681) (23,892)
By self-insurance trust agreements, net 82,027 99.814
By bond indenture trust agreements 21,610 27,493
Less current portion — (5,999
By bond indenture trust agreements, net 21,610 21,494
By contractual agreement 8,975 10,208
Less current portion (600) (462)
By contractual agreement 8,375 9,746
By donors for time or use 69,609 78,414

$ 2,125,073 $ 2,193,458

The Corporation’s investment portfolio is structured in a manner that matches investment risk and
return. Short-term volatility and uncertainty of investment results are recognized as real risks that
are managed through specific asset allocation strategies and diversification. The assets limited as
to use by the Board of Trustees are excluded from current assets as they are not intended to be
used within one year. The Board of Trustees meets routinely throughout the year and, should an
unforeseen need arise, could choose to designate those funds for current use within the assets
limited as to use by the Board of Trustees.
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4. Assets Limited as to Use and Investment Return (continued)

Committed capital to private equity funds that may be called over the next | to 3 years
approximates $88.0 million and $79.6 million at December 31, 2022 and 2021, respectively.

Investment Return

Investment return is shown under net assets without donor restrictions and net assets with donor
restrictions as investment gain (included in operating gain for the net assets without donor
restrictions) and change in net unrealized (losses) gains on investments (included in non-operating
(losses) gains for net assets without donor restrictions).

The following is a summary of the key components of investment gain:

Year Ended December 31
2022 2021
(In Thousands)

Investment gain by net asset class:

Without donor restrictions $ 57,995 § 212,921

With donor restrictions 2,629 8,294
Total investment gain $ 60,624 § 221,215
Components of investment gain:

Interest and dividends $ 37311 $ 30,634

Income distributions from trusts 1,275 1,214

Investment fecs (4,464) (8,801)

Net realized gains on investments 39,213 142,295

Change in net unrealized (losses) gains on investments

recorded at other than fair value (12,711) 55,873

Total investment gain $ 60,624 § 221,215

The total change in net unrealized (losses) gains on investments with and without donor restrictions
were ($315.4) million and $34.7 million for the years ended December 31, 2022 and 2021,
respectively, and are solely composed of the change in net unrealized (losses) gains on investments

recorded at fair value.
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5. Fair Value Measurements

The following table summarizes the recorded amount of assets and liabilities by class of asset or
liability recorded at fair value on a recurring basis. Certain assets are marked as not applicable
(N/A) as they are not recorded at fair value or elected to be recorded at fair value on a recurring
basis. The valuation level of the asset or liability as defined by ASC 820 is included for assets and
liabilities carried at fair value.

The following tables present the financial instruments carried at fair value using the valuation
hierarchy defined above at:

December 31
2022 2021 Level
(In Thousands)

Marketable securities and other investments,
at fair value
Marketable debt securities;

Money market funds $ 24 § 4,341 I
Corporate debt 9,804 29.863 2
Municipal bonds - 9,945 2
U.S. government agencics 9,790 20,100 2
Asset-backed 21,929 79,336 2
Mutual funds 29,000 29,581 |
Total marketable securities and other
investments, at fair value 70,607 173,166
Assets limited as to use, at fair value
By Board of Trustees and donors:
Money market fund 65,360 18,629 |
Mutual funds 830,073 013,177 1
Common and collective trust funds 152,232 174,936  NAV
Marketable debt securities:
Corporate debt 24,719 32,605 2
Municipal bonds 3,433 3,699 2
U.S. government and agencies 15,292 4,973 2
Mortgage-backed 32,429 22,683 2
Asset-backed 10,495 8,399 2
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5. Fair Value Measurements (continued)

December 31

2022 2021 Level
(In Thousands)
Marketable equity securities:
Domestic $ 187,800 § 227,100 1
Total assets limited as to use by Board of
Trustees and donors, at fair value 1,321,839 1,406,201
By contractual agreements:
Money market fund 8,975 10,208 1
Total assets limited as to use by contractual
agreements, at fair value 8,975 10,208
By self-insurance trust agreements:
Money market fund 5,295 4,620 1
Marketable debt securities:
Corporate debt 42,601 46,892 2
Mortgage-backed 8,588 10,740 2
Asset-backed 12,287 14,163 2
Municipal bonds 1,456 3,813 2
U.S. government and agencies 3,007 2,515 2
Marketable equity securities:
Domestic 35474 40,963 1
Total assets limited as to use by self-insurance
trust agreements, at fair value 108,708 123,706
By bond indenture trust agreements:
Marketable debt securities:
Money market fund - 6,072 1
.S, government and agencies 21,610 21,421 2
Total assets limited as to use by bond indenture,
at fair value 21,610 27,493
Total assets limited as to use, at fair value 1,461,132 1,567,608
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5. Fair Value Mecasurements (continued)

December 31
2022 2021 Level
{In Thousands)

Assets limited as to use at other than fair value:

Hedge funds $ 398,751 § 403,594 N/A

Real estate funds 165.062 148,749 N/A

Private equity funds 127,409 103,860 N/A
Total assets limited as to use, at other than fair

value 091,222 656,203

Less current portion of self-insurance
trust and bond:
Indenture trust and assets limited as to use

by contractual agreement (27,281) {30,353)
Total assets limited as to use $ 2,125073 $ 2,193,458
Other assets (liabilities) at fair value:
Beneficial interest in outside trusts $ 23,492 § 31,492 2
Interest rate swaps (Note 7) 11,670 (3,156) 2
Valuation

Marketable Debt Securities, Other Investments, and Assets Limited as to Use

Level 1 securities are stated at quoted market prices. The Corporation’s various investment
portfolios are held by a variety of managers and these managers use external pricing services in
providing the valuation for all levels of securities. The Corporation does not adjust the quoted
market prices for such financial instruments.

Level 2 securities include valuations based upon direct and indirect observable market inputs that
may utilize the market, income, or cost approaches in determination of their fair value. The pricing
services use a variety of pricing models and inputs based upon the type of security being valued.
These inputs may include, but are not limited to the following: reported trades; similar security
trade data; bid/ask spreads; institutional bids; benchmark yields; broker/dealer quotes; issuer
spreads; yield to maturity; and corporate, industry, and economic events,
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5. Fair Value Measurements (continued)

As nearly all of the Corporation’s marketable debt securities are actively traded, the recorded fair
value reflects current market conditions. However, due to the inherent volatility in the investment
market, there is at least a possibility that recorded investment values may change by a material
amount in the near term.

The common and collective trust funds are valued at NAV, as a practical expedient, provided by
the respective fund administrators. Management has determined that the NAV is an appropriate
estimate of the fair value of the common and collective trust funds at December 31, 2022 and 2021,
based on the fact that the common and collective trust funds are audited and accounted for at fair
value by the administrators of the respective common and collective trust funds. There are no
restrictions on the ability of the Corporation to redeem any of the common and collective trust

funds at December 31, 2022 or 2021.
Beneficial Interests in Trusts Held by Others

The Corporation is an income beneficiary of irrevocable trust funds held by others. The
Corporation has recorded the fair value of the ownership interest of the irrevocable trust funds
based on its pro rata share of the underlying assets or income. Based on the observable inputs,
typically marketable debt or equity securities held in the irrevocable trust funds, the Corporation
has determined its beneficial interests in outside trust funds held by others fall in Level 2 of the
fair value hierarchy. This technique is consistent with the market approach.

Interest Rate Swaps

The fair value is calculated based on a discounted cash flow model, taking into consideration the
terms of each interest rate swap and the credit rating of the Corporation or counterparty, as
applicable. Based on the observable inputs, typically published interest rates and credit spreads,
the Corporation has determined its interest rate swaps fall in Level 2 of the fair value hierarchy.

The specific Corporation inputs are disclosed in Note 7. This technique is consistent with the
income or discounted cash flow approach.
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5. Fair Value Measurements (confinued)
Other Fair Value Measurements

The Corporation’s pledge receivable are recorded at fair value on the original pledge date, based
on discounted cash flow analysis and adjusted for consideration of donor’s credit, and the resulting
carrying value is $41.9 million and $35.4 million at December 31, 2022 and 2021, respectively.
These fair values are determined using a Level 2 methodology in the fair value hierarchy based on
observable inputs through formal pledge agreements and other similar documents, as well as
market interest rates as disclosed in Note 1.

6. Net Patient Service Revenue

Net patient service revenue by major payor source is as follows:

Year Ended December 31
2022 2021
(Dollars in Thousands)

Commercial $ 1,532,105 44% $ 1,391,643 44%
Medicare 1,054,948 31 958,583 30
Medicaid 837,077 24 775,150 25
Self-pay and other 47,842 1 38,796 i

$ 3,471,972 100% $ 3,164,172 100%

The Corporation classifies its patient service revenue based on the primary payor at the time a
patient presents for services. As a result, commercial patient service revenue includes certain
amounts that were ultimately directly billed to the patient after the primary insurance payment
(self-pay after insurance).
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7. Long-Term Debt

Long-term debt consists of the following at:

Indiana Finance Authority Health Facilitics
Revenue Bonds (Norton Healthcare, Inc.),
Series 2022, Dated March 3, 2022 (2022 Bonds)

Louisville/Jefferson County Metro Government
Health System Revenue Bonds, Series 2020,
dated March 10, 2020 (2020 Bonds)

Louisville/Jefferson County Metro Government
Health System Revenue Bonds, Series 2016,
dated August 11, 2016 (2016 Bonds)

Louisville/Jefferson County Metro Government
Health System Revenue Bonds, Series 2013,
dated September 26, 2013 (2013 Bonds)

Louisville/Jefferson County Metro Government
Health System Variable Rate Revenue Bonds,
dated August 10, 2011 (2011 Bonds)

Kentucky Economic Development Finance
Authority, Health System Revenue Bonds,
Series 2000, dated October 1, 2000 (2000 Bonds)

Unamortized premiums
Less unamortized deferred financing costs

Finance leases

Total long-term debt

Less amounts due within one year

Total long-term debt, net of current portion

22104106450

December 31

2022

2021

{In Thousands)

$ 78375 $ -
400,000 400,000
499,765 517,460
204,580 204,580
69,695 75,000
139,480 153,505
1,391,895 1,350,545
77,273 85,994
(7,841) (8,715)
1,461,327 1,427,824
79,172 84,775
1,540,499 1,512,599
(174,709) (43,089)

$ 1,365,790 $ 1,469,510

34




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

7. Long-Term Debt (continued)

The 2000 Bonds are secured by a mortgage lien on the principal hospital facilities and parking
garages of Norton Hospitals, Inc. built before 2006. The net book value of these properties is
$71.5 million and $78.0 million at December 31, 2022 and 2021, respectively.

At December 31, 2022 and 2021, all bonds outstanding are tax-exempt bond issues. All bonds are
secured by a security interest in certain pledged collateral, including the operating revenue of the
Obligated Group (defined as Norton Healthcare, Inc., Norton Hospitals, Inc. and Norton
Healthcare — Indiana, Inc.). Principal and interest related to the bonds are payable solely by the
Obligated Group.

Deferred financing costs are being amortized over the life of the respective bond issues using the
effective interest method for fixed-rate bonds and the bonds outstanding method for variable-rate
bonds.

The Corporation has agreed to certain covenants, which, among other things, limit additional
indebtedness and guarantees and require the Corporation to maintain specific financial ratios. The
Corporation is in compliance with these covenants at December 31, 2022 and 2021,

2022 Bonds

In 2022, the Corporation entered into loan agreements with the Indiana Finance Authority (IFA)
to issue $82.8 million of uninsured fixed-rate revenue bonds (2022 Bonds). Proceeds from the
2022 Bonds were used to refund $89.2 million of King’s Daughters” Health, Inc. Series 2010 IFA
bonds, which were assumed as a part of the King’s Daughter’s Health, Inc. business combination
in January 2022, As a result of the refunding, the Corporation reported a loss on extinguishment
of debt of $1.5 million recorded in other non-operating (losses) gains. The 2022 Bonds are a direct
placement issue with a final maturity occurring in 2035. The 2022 Bonds are subject to optional
redemption by the Corporation at any time prior to maturity subject to “make whole” provisions.
The cost of debt at December 31, 2022 was 2.1%.

2020 Bonds
In March 2020, the Corporation entered into loan agreements with Louisville/Jefferson County
Metro Government to issue $150.0 million of Series A uninsured fixed-rate revenue bonds (2020A

Bonds), $125.0 million of Series B uninsured fixed-rate revenue bonds (2020B Bonds),
$75.0 million of Series C uninsured fixed-rate revenue bonds (2020C Bonds), and $50.0 million
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7. Long-Term Debt (continued)

of Series D uninsured fixed-rate revenue bonds (2020D Bonds). The proceeds of the 2020 Bonds,
including the premium of $79.0 million, are to be used to pay or reimburse the Corporation for the
cost of constructing, planning, renovating, expanding, equipping and acquiring patient care related
projects and/or equipment,

At December 31, 2022, the 2020A Bonds consist of serial bonds maturing 2037 through 2040 and
term bonds with annual sinking fund deposits in 2041 through 2043. Interest rates vary from 3.0%
to 5.0%. Interest is payable semiannually on April 1 and October 1. Beginning October 1, 2029,
the 2020A Bonds maturing on or after October 1, 2029, are subject to optional redemption by the
Corporation prior to maturity for 100% of par.

The 2020B Bonds, 2020C Bonds, and 2020D Bonds mature in 2047 with annual sinking fund
deposits in 2043 through 2047 with interest of 5.0% payable semiannually on April 1 and
October 1. The 2020B Bonds, 2020C Bonds, and 2020D Bonds are subject to mandatory purchase
provisions, in which the Corporation will be required to purchase the bonds at 100% of par on
October 1, 2023, October 1, 2026 and October 1, 2029, respectively. As the 2020B Bonds
mandatory purchase date is within one year of December 31, 2022, the full $125.0 million of
related principal has been reclassified as current portion of long-term debt at December 31, 2022.
The Corporation may fund these repurchases by remarketing the bonds. The 2020B Bonds, 2020C
Bonds, and 2020D Bonds are subject to optional redemption by the Corporation prior to maturity
at various redemption prices plus accrued interest beginning July 1, 2023 through September 30,
2023, July 1, 2026 through September 30, 2026, and July 1, 2029 through September 28, 2029,
respectively.

2016 Bonds

In 2016, the Corporation entered into loan agreements with the Louisville/Jefferson County Metro
Government to issue $521.1 million of Series A uninsured fixed-rate revenue bonds (2016A
Bonds), $31.3 million of Series B uninsured variable-rate bonds (2016B Bonds), and $68.7 million
of Series C uninsured variable-rate revenue bonds (2016C Bonds). Proceeds from the 2016A
Bonds were used to refund all of the remaining 2006 Bonds outstanding at the time and to pay or
reimburse the Corporation for the cost of acquiring, constructing, renovating, and equipping areas
related to patient care and to pay certain expenses in connection with the issuance of the 2016
Bonds. Proceeds from the 2016B Bonds and 2016C Bonds were used to refund all remaining
2013B Bonds and Series 201 1D Bonds outstanding at the time.
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At December 31, 2022 and 2021, the 2016A Bonds consist of term bonds with interest rates
ranging from 3.0% to 5.0% maturing through October 1, 2037. Interest is payable semiannually
on April I and October 1. Beginning October 1, 2026, the 2016A Bonds maturing on or after
October 1, 2026, are subject to optional redemption by the Corporation prior to maturity for 100%
of par.

The 2016B Bonds and 2016C Bonds are direct placement issues and held entirely by Branch
Banking and Trust Company. Final maturity and payment for the 2016B bonds occurred during
2021, while final maturity for the 2016C bonds is scheduled for 2023. The 2016C Bonds are
subject to optional redemption at any time prior to maturity by the Corporation for 100% of par.
At December 31, 2022 and 2021, the applicable cost of debt for the 2016C Bonds was 4.1% and
0.8%, respectively.

2013 Bonds

In 2013, the Corporation entered into loan agreements with the Louisville/Jefferson County Metro
Government to issuc $154.6 million of Series A uninsured fixed-rate revenue bonds (2013A
Bonds), $75.0 million of Series 2013B uninsured taxable variable-rate bonds (2013B Bonds), and
$50.0 million of Series C uninsured variable-rate revenue bonds (2013C Bonds). Proceeds from
the 2013A Bonds and 2013C Bonds were used to pay or reimburse the Corporation for the cost of
acquiring, constructing, renovating, and equipping areas related to patient care and to pay certain
expense in connection with the issuance of the 2013 Bonds. Proceeds from the 2013B Bonds were
used to refund all remaining Series 2000C Bonds outstanding at the time.

At December 31, 2022 and 2021, the 2013 A Bonds consisted of fixed-rate term bonds with interest
rates ranging from 4.50% to 5.75% maturing through October 1, 2042. The 2013A Bonds have
annual sinking fund deposits of various amounts due annually on October | beginning in 2024.
Interest is payable semiannually on April 1 and October 1. Beginning October 1, 2023, the 2013A
Bonds maturing on or after October I, 2023, are subject to optional redemption by the Corporation
prior to maturity for 100% of par.
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The 2013C Bonds are secured by an irrevocable direct-pay letter of credit issued by PNC Bank
that has a stated maturity of July 26, 2025. While bearing interest at a weekly interest rate, the
2013C Bonds are subject to optional redemption prior to maturity at the direction of the
Corporation at a redemption price of 100% of the principal amount, plus accrued interest. The
2013C Bonds have one annual sinking fund deposit of $17.6 million due on October 1, 2042, with
final maturity in 2043. At December 31, 2022 and 2021, the applicable cost of the debt for the
2013C Bonds was approximately 4.1% and 0.5% respectively.

2011 Bonds

In 2011, the Corporation entered into loan agreements with the Louisville/Jefferson County Metro
Government to issue $35.0 million of Series A uninsured variable-rate revenue bonds (2011A
Bonds), $40.0 million of Series B uninsured variable-rate revenue bonds (2011B Bonds),
$23.8 million of Series C uninsured variable-rate bonds (2011C Bonds), and $53.7 million of
Series D uninsured taxable variable-rate bonds (2011D Bonds). Proceeds from the 201 1A Bonds
and 2011B Bonds were used to pay or reimburse the Corporation for the cost of acquiring,
constructing, renovating, and equipping areas related to patient care and to pay certain expenses
in connection with the issuance of the 2011 Bonds. Proceeds from the 201 IC Bonds were used to
refund a portion of the 1997 Bonds, and proceeds from the 2011D Bonds were used to refund all

of the 2000A Bonds.

The 2011 A and 2011B Bonds are secured by irrevocable direct-pay letters of credit issued by PNC
Bank that expire on July 26, 2025. The final maturities for the 201 1A and 2011B Bonds occur in
2039, While bearing interest at weekly or daily interest rates, the 2011 A and 201 1B Bonds are
subject to optional redemption prior to maturity at the direction of the Corporation at a redemption
price of 100% of the principal amount, plus accrued interest. The 2011A and 2011B Bonds have
annual sinking fund deposits of various amounts annually, beginning October 1, 2022, through
their maturity.

At December 31, 2022 and 2021, the applicable cost of the debt for the 2011A Bonds was
approximately 4.1% and 0.6%, respectively. At December 31, 2022 and 2021, the applicable cost
of the debt for the 201 1B Bonds was 4.2% and 0.5%, respectively.
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2000 Bonds

In 2000, the Corporation entered into loan agreements with the Kentucky Economic Development
Finance Authority to issue $148.3 million of Series A uninsured fixed-rate revenue bonds (2000A
Bonds), $119.2 million of Series B insured variable-rate revenue bonds (2000B Bonds), and
$180.5 million of Series C insured variable-rate revenue bonds (2000C Bonds), for a total of
$448.0 million. Proceeds from the 2000 Bonds and certain other available monies were used to
legally defease the 1998 Bonds and a portion of certain outstanding 1997 Bonds and 1992 Bonds
issued on behalf of the Corporation through deposits to irrevocable trusts pursnant to escrow
agreements, and to pay certain expenses incurred in connection with the issuance of the 2000
Bonds, as well as fund a debt service reserve account.

At December 31, 2022 and 2021, the remaining 2000 Bonds consist of the 2000B Bonds with
interest rates ranging from 6.19% to 6.23%, respectively, maturing through October 1, 2028.
Payment of principal and interest on the 2000B Bonds is guaranteed by the National Public Finance
Guarantee Corporation (formerly MBIA Insurance Corporation),

Interest on the 2000B Bonds will be compounded from the dates of delivery to their respective
maturities, and will be payable only at maturity, or upon redemption prior to maturity or
acceleration. Compounded interest payable on the 2000B Bonds was $110.1 million and
$120.5 million at December 31, 2022 and 2021, respectively. 2000B Bonds mature in various
amounts annually on October 1 through 2028. The 2000B Bonds are not subject to optional
redemption prior to maturity,

Required debt service on all outstanding bonds is as follows:

Principal Interest Total
(In Thousands)

2023 $ 157,072 % 65,309 § 222,381
2024 20,949 71,122 92,071
2025 21,670 71,323 92,993
2026 33,029 63,818 96,847
2027 34,039 60,331 94,370
Thereafter 1,015,002 370,295 1,385,297

$ 1,281,761 § 702,198 $ 1,983,959
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For 2022 through final maturity of the 20008 Bonds, $110.1 million is included in interest
payments, which is paid at the various maturitics of the 2000B Bonds. Included as part of the
interest payments above is $10.9 million of the 2000B Bonds’ interest payable in 2023, which is
paid at maturity of the Series 2000B Bonds.

For the variable-rate bond series, which includes the 2011 A Bonds, 2011B Bonds, 2013C Bonds,
and 2016C Bonds, the future periods’ interest estimate was based on terms of the Master Trust
Indenture and is calculated using an average of Securities Industry and Financial Markets
Association (SIFMA) for tax-exempt issues over approximately the last 20 years plus 1.00% to
estimate liquidity, credit support, and remarketing fees. Thus, for purposes of this presentation, the
Corporation has utilized 2.20% at December 31, 2022.

The Corporation paid interest of $67.3 million and $65.0 million during 2022 and 2021,
respectively, The Corporation capitalized interest costs of $0.5 million and $1.2 million during the
years ended December 31, 2022 and 2021, respectively.

Interest Rate Swaps

The Corporation uses derivative instruments to manage its cost of capital through interest rate
swaps, which generate cash flow meant to reduce interest expense. The Corporation pays a rate
based upon the SIFMA Municipal Swap Index, an index of seven-day, high-grade, tax-exempt
variable-rate demand obligations, In return, the Corporation receives a rate based upon the London
Interbank Offered Rate (LIBOR). During 2023 LIBOR will be replaced by a similar term Secured
Overnight Financing Rate (SOFR) plus a spread adjustment to account for differences in LIBOR
and SOFR.

On July 1, 2022 the Corporation entered into a new fixed spread basis interest rate swap agreement.

On October 15, 2021, the Corporation entered into a new fixed forward starting interest rate swap
agreement,
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The Corporation holds the following interest rate swaps at:

Counter Notional Effective Maturity December 31
Party Amaount Bate Date Receive Pay 2022 2021
(In Thousands)
2 times 0.9239% of one- 2 times
Ciligroup $ 94,210 9/1/2020 9/1/2040 month LIBOR SIFMA $ 1,641 % (1,209)
62.6% of one-month LIBOR
Citigroup 58,315 10/1/2004 10/1/2028 plus 0.57% SIFMA 257 896
61.7% of one-month LIBOR
Citigroup 140,000 11/3/2006 11/3/2031 plus 0.577% SIFMA (1,623) 2,369
61.7% of ten-year LIBOR
Citigroup 200,000 11/3/2008 11/3/2026 minus 0.016% SIFMA (4,802) 1,331
4/1/2019 0.124% - (9,581) (4,825)
b
JF Morgan 200000 yy30006 299 6 00 of toneyear LIBOR SIFMA
JP Morgan £50,000 10/1/2023 10/1/2043 SIFMA £.7685% 27,600 (1,718)
75% Compounded SOFR
Ip Morg'an 100,000 07/01/2022  07/01/2042 plus 0.516% SIFMA (1,822) -
Total intcrest rate
swaps asset
(liability) $ 11,670 % (3,156)

Citigroup and JP Morgan serve as counterparties for the Corporation’s interest rate swaps.
Consistent with industry practice, the interest rate swaps require posting of collateral should either
party’s cumulative contract value liability exceed certain thresholds based upon the credit rating
of the counterparty, The Corporation’s interest rate swaps are viewed under a master netting
arrangement by each counterparty to determine the aggregate amount of collateral to be posted or
received by the Corporation. At December 31, 2022 and 2021, based upon the agreements with
Citigroup and JP Morgan, the Corporation’s cumulative contract value was an asset of $9.0 million
and a liability of $5.8 million, respectively. Based upon the Corporation’s lowest credit rating (A),
collateral must be posted for liabilities in excess of $25.0 million, At December 31, 2022 and 2021,
the Corporation had no collateral posted and was not required to post any collateral. Should the
Corporation’s credit rating fall below BBB, Citigroup and JP Morgan would have the option of
terminating some or all of the interest rate swaps at the contract value. Should the Corporation
hold all interest rate swaps to maturity, as it intends, no cash settlement will be necessary and any
posted interest rate swap collateral will be returned.
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None of the Corporation’s interest rate swaps have been designated as a hedge for accounting
purposes; therefore, the change in fair value for these interest rate swaps is included in the
combined statements of operations and changes in net assets as change in inferest rate swaps value
within non-operating (losses) gains. The fair value at December 31, 2022 and 2021, is included
within interest rate swaps asset (liability) on the combined balance sheets. The fair value is
calculated based on a discounted cash flow model taking into consideration the terms of each
interest rate swap and the credit rating of the Corporation or counterparty, as applicable.

The cash flow impact of the interest rate swaps is included in interest rate swaps benefit, net in the
combined statements of operations and changes in net assets. The cash flow for all but one of the
interest rate swaps is settled semiannually on April 1 and October 1, The interest rate swap whose
effective date is July 1, 2022, settles monthly. During the interim periods, a receivable or payable
is recorded. As of December 31, 2022 and 2021, the cash flows were in a receivable position. The
receivable is included within miscellaneous receivables on the combined balance sheets.

Interest
Rate Swap  Combined
Miscellaneous Asset Balance

Receivable  (Liability)  Sheet, Net
(In Thousands)

December 31, 2020 $ 601 $ 8,062 $ 8,663
Interest rate swaps benefit, net 3,249 - 3,249
Swap cash settlement received (3,118) - (3,118)
Change in interest rate swaps value - (11,218) (11,218)

December 31, 2021 732 (3,156) (2,424)
Interest rate swaps benefit, net 3,934 - 3,934
Swap cash settlement received (3,920) - (3,920)
Change in interest rate swaps value ~ 14,826 14,826

December 31, 2022 $ 746 $ 11,670 $ 12,416
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8. Net Assets with Donor Restrictions
Net assets with donor restrictions are available for the following purposes:
December 31

2022 2021
(In Thousands)

Health care services $ 105423 % 00,474
Investments to be held in perpetuity, the income from

which is expendable to support health care services 26,534 30,616
Beneficial interest in trusts held by others, the income

from which is expendable to support health care services 23,492 31,492
Total net assets with donor restrictions $ 155449 § 152,582

9. Endowment Funds

The Corporation’s endowment consists of 19 individual donor-restricted endowment funds (13 at
The Children’s Hospital Foundation, Inc. and 4 at Norton Healthcare Foundation, Inc., and 2 at
Norton King’s Daughters’ Health) established for a variety of purposes. The Children’s Hospital
Foundation, Inc, and Norton Healthcare Foundation, Inc. are collectively referred to as the
Foundations. Net assets associated with endowment funds are included in net assets with donor
restrictions.

Interpretation of Relevant Law

The Uniform Prudent Management of Institutional Funds Act (UPMIFA) was enacted in the
Commonwealth of Kentucky on March 25, 2010. The Foundations have interpreted UPMIFA as
requiring the preservation of the fair value of the original gift as of the gift date of the
donor-restricted endowment funds, absent explicit donor stipulations to the contrary. As a result
of this interpretation, the Foundations classify as net assets with donor restrictions (a) the original
value of gifts donated to the permanent endowment, (b) the original value of subsequent gifts to
the permanent endowment, and (c¢) market appreciation and/or investment income that is restricted
by the donor in the gift agreement.
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Investment Objectives and Policy

The Foundations follow the investment policy objectives of the Corporation. The long-term
objective of the policy is to generate a return that is sufficient to meet its current and expected
future financial requirements, as defined by the Corporation’s long-range financial plan. To
accomplish this objective, the Corporation seeks to earn the greatest total return possible consistent
with its general risk tolerance, the securities noted as eligible for purchase, and the asset allocation
strategies included in the investment policy. The asset allocation includes investments in cash,
marketable debt and equity securities, and alternative investments.

Spending Policy and How the Investment Objectives Relate to Spending Policy

The Foundations have adopted a 5% spending policy, which is based upon a three-year rolling
average of the fair market value of the endowment fund. The current year spending policy is
calculated using year-end December 31 market values.

In addition to the 5% spending policy, the Foundations consider the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

1. The duration and preservation of the fund

2. The purposes of the Foundations and the donor-restricted endowment fund
3. General economic conditions

4. The possible effect of inflation and deflation

5. The expected total return from income and the appreciation of investments
6. Other resources of the Foundations

7. The investment policies of the Corporation
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Funds With Deficiencies

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the original fair market value of the gift. The Foundations will not appropriate
funds from the endowment for spending until the current value of the fund exceeds the fair value
of the original gift, unless an appropriation is deemed prudent based upon the factors listed above.

The Corporation had endowment funds with deficiencies at:
December 31

2022 2021
(In Thousands)

Fair value of underwater endowment funds $ 6,425 § -
Original endowment gifts 7,003 —
Amount of deficiencies $ (578) § —

The Corporation had endowment-related activities as follows:

Year Ended December 31
2022 2021
(In Thousands)

Endowment net assets, beginning of year $ 30,616 $ 27,057
Investment (loss) gain (3,622) 3,879
Contributions, less uncollectible pledges 163 488
Appropriation of endowment assets for expenditure (1,141) (1,041)
Other 527 233
Endowment net assets, end of year $ 26,543 § 30,616
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10. Employee Benefit Plans
Defined Benefit Plan

Certain employees of the Corporation are covered by a non-contribution defined benefit pension
plan (the Plan). The Plan was frozen effective January [, 2010, and, as a resuit, no service cost was
incurred in 2022 or 2021, and none is expected in future periods. Benefits are generally based upon
years of service and an employee’s annual compensation during his or her years of service up until
January 1, 2010. Normal retirement benefits represent the greater of the net present value of certain
legacy replaced pension plans (traditional benefit formula) or the participant’s cash balance
account, which continues to be credited with interest earnings until normal retirement date (the
cash balance formula).

The Corporation annually funds an amount not less than the minimum required under the
Employee Retirement Income Security Act of 1974,

The Plan has been named as a defendant in a class action suit brought on behalf of certain former
employees who elected to take early retirement (the Plaintiff Class), alleging that lump-sum
payments made by the Plan upon their retirement were incorrectly calculated. In early 2016, the
United States District Court (the Court) issued its final, appealable order, indicating that the Plan
owes additional lump-sum benefits to the Plaintiff Class, The Court ordered the Plan to recalculate
benefits using a court determined formula, which is different than the formula as interpreted by
the Plan, and provide additional data to allow for recalculation of the benefits. As of both
December 31, 2022 and 2021, management has estimated potential exposure to the Plan of
$60.2 million, which has been recorded by the Plan as part of the Plan’s projected benefit
obligation. Both the Plaintiff Class and the Plan appealed the Court’s order and an appeals court
hearing was held in June 2017. In May 2018, the United States Court of Appeals (Appeals Court)
issued a ruling that the litigation be vacated in part and remanded to the lower Court for further
evaluation. The Court held oral argument on October 15, 2020, and the parties are awaiting either
a request for further oral argument or a ruling. Based on the Appeals Court ruling and the nature
of the ongoing litigation, management believes the estimated potential exposure recorded by the
Plan is still the best estimate at the date of issuance of the December 31, 2022, combined financial

statements.
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A summary of the components of net periodic benefit cost, which is included in non-operating
(losses) gains in the combined statements of operations and changes in net assets, for the Plan is

as follows:

Year Ended December 31
2022 2021
(In Thousands)

Interest cost $ 5523 §$ 4,611
Expected return on plan assets (6,938) (6,641)
Amortization of net loss 1,146 2,212
Settlement cost 1,888 1,752
Net periodic benefit cost $ 1,619 $ 1,934

Included as a component of net periodic benefit cost for 2022 and 2021 is a settlement cost of
$1.9 million and $1.8 million, respectively. A settlement cost is required under applicable pension
accounting guidance when the amount of the lump-sum benefit payments made during the fiscal
year exceeds the service cost plus interest cost components of net periodic pension cost. During
2022 and 2021, the Plan paid $9.6 million and $12.3 million, respectively, in lump-sum benefit
payments. This exceeded the threshold of $5.5 million and $4.6 million in 2022 and 2021,
respectively. The settlement cost is determined by taking the ratio of the lump-sum benefit
payments made to the projected benefit obligation before settlement, multiplied by the

unrecognized loss in the Plan.

Included in net assets without donor restrictions are $42.1 million and $36.0 million of
unrecognized actuarial losses at December 31, 2022 and 2021, respectively, which have not been

recognized in net periodic benefit cost.
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The following amounts related to Plan activity have been recognized as a (decrease) increase in
net assets without donor restrictions in change in pension plan assets and obligation on the
combined statements of operations and changes in net assets:

Year Ended December 31
2022 2021
(In Thousands)
Net (loss) gain $ (9,146) § 8,130
Amortization of net loss 1,146 2,212
Settlement cost 1,888 1,752

$ (6,112) § 12,094

A summary of the components of the changes in projected benefit obligation and fair value of plan
assets for the Plan at and for the year ended December 31, is as follows:

2022 2021
(In Thousands)

Change in projected benefit obligation:

Benefit obligation at beginning of year $ 253423 § 209,632
Interest cost 5,523 4,611
Actuarial gain (30,977) (4,669)
Benefit payments:

Lump sum (9,584) (12,340)
Annuity (4,337) (3,811)
Projected benefit obligation at the end of year 214,048 253,423
Change in plan assets:

Fair value of plan assets at beginning of year 208,885 214,934
Actual (loss) return on plan assets (33,186) 10,102
Benefit payments:

Lump sum (9,584) (12,340)
Annuity (4,337) (3,811)

Fair value of plan assets at end of year 161,778 208,885
Funded status and net pension liability $ (52,2700 §  (44,538)
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10. Employee Benefit Plans (continued)

Since the Plan is frozen, there is no difference between the projected benefit obligation and the
accumulated benefit obligation at December 31, 2022 or 2021,

Assumptions

Weighted-average assumptions used to determine the projected benefit obligation are as follows:

December 31
2022 2021
Discount rate 4.94% 2.30%
Interest crediting rate (cash balance only) 1.35 0.72

Weighted-average assumptions used to determine net periodic benefit cost are as follows:

December 31
2022 2021
Discount rate 2.30% 1.80%
Expected long-term rate of return on assets 4.25 4.15

The rate of return assumption was developed by applying an expected long-term rate of return,
based primarily on long-term historical returns by asset type and applying the weighted-average
percentage of total plan assets.

Plan Assets

The Plan seeks to assume an appropriate amount of risk to ensure enough assets are available over
the life of the Plan to satisfy current and future liabilities. The Plan seeks to achieve and maintain
a fully funded status while mitigating the funded status volatility. The strategy for achieving and
maintaining this status may vary based on the current funded status, the duration of the Plan’s
liabilities, the demographics of plan participants, and other factors,
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10. Employee Benefit Plans (continued)

The Plan’s target asset allocation is designed to meet the Plan’s projected benefit obligation as
split between traditional benefit and cash balance formulas. The target allocation for the traditional
benefit portion of the Plan assets was as follows:

December 31

2022 2021
Fixed income 55% 55%
Equity/real assets 45 45

100% 100%

The target asset allocation for the cash balance portion of the Plan assets was as follows:

December 31
2022 2021
Fixed income 65% 65%
Equity/real assets 30 30
Cash or other highly liquid investments 5 5
100% 100%
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10. Employee Benefit Plans (continued)
Fair Value Measurements

The Plan’s assets impacting the funded status of the Plan are accounted for under ASC 715,
Compensation — Retirement Benefits, which requires all Plan assets to be recorded at fair value.

The following table presents the Plan’s assets carried at fair value by type of investments and the
fair value levels defined in Note [:

December 31
2022 2021 Level
{In Thousands)

Separately-managed accounts
IR+M fixed income — traditionatl:
Marketable debt securities:

U.S. government and agencies $ 2,459 § 2,710 2
Corporate debt 42,515 54,572 2
Mortgage-backed 2,458 3,898 2
Asset-backed 1,947 2,510 2
Municipal bonds 1,845 2,378 2
Total IR+M fixed income — traditional 51,224 66,068
IR+M fixed income — cash balance:
Marketable debt securities:
U.S. government and agencies 1,210 1,237 2
Corporate debt 20,467 24,199 2
Mortgage-backed 2,932 4,331 2
Asset-backed 1,830 1,988 2
Municipal bonds 457 815 2
Total IR+M fixed income — cash balance 20,896 32,570
Total separately-managed accounts 78,120 98,638
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10. Employee Benefit Plans (continued)

December 31
2022 2021 Level
(In Thousands)
Mutual funds;
Bond fund $ 12,997 § 16,517 1
International equity 21,078 25,545 1
Public real estate investment trust 5,770 7.811 1
Total mutual funds 39,845 49,873
Common and collective trust funds:
Domestic equitics 29,405 41,257 NAV
International equities 3,458 4,409 NAV
Total common and collective trust funds 32,863 45,666
Alternatives:
Real assets 5,580 6,525 |
Pooled separate accounts:
Edge Asset Management 342 379
Money market fund 5,028 7,804 1
Total pooled separate accounts 5,370 8,183
Total plan assets, at fair value $ 161,778 $ 208,885

Fair value methodologies for Plan assets identified as Level 1, Level 2, and NAV are consistent
with the inputs described in Note 5.

2210-4106450 52




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

10. Employee Benefit Plans (continued)
Cash Flows

The Corporation does not expect to contribute to the Plan in 2023. The following table sets forth
the benefit payout projections for the next ten years (in thousands):

Plan year ending December 31:

2023 $ 23,360
2024 17,370
2025 17,350
2026 15,150
2027 14,910
2028 —2032 55310

Defined Contribution Plan
403(b)

In addition to the Plan, the Corporation also has defined contribution 403(b} retirement plan. For
participants in the 403(b) defined contribution plan, the Corporation provides a matching
contribution on a per pay period basis, up to 4% of employees’ compensation. The Corporation
will fund an additional non-elective contribution of 2% for employees who have at least 20 years
of service as of January 1, 2018, and who do not terminate at any time during the plan year and
are employed as of the last day of the plan year.

Discretionary contributions to the 403(b) defined contribution plan are based upon years of service
and the amount an employee contributes above 4% of their eligible compensation if they are
actively employed on the last day of the plan year. For employees with 0 to less than 10 years of
service at the end of the plan year, the Corporation will match 50% of the next 2% of the
employee’s contribution, while for those employees with 10 or more years of service at the end of
the plan year, the Corporation will match 100% of the next 2% of the employee’s contribution,

Total expense related to the 403(b) defined contribution plan was $63.3 million and $57.4 million

for the years ended December 31, 2022 and 2021, respectively, and is included in labor and
benefits on the combined statements of operations and changes in net assets.
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11. Functional Expenses

The Corporation, through certain affiliates (principally Norton Hospitals, Inc.), provides general
health care services to residents within its geographic location.

The tables below present expenses by both their nature and function.
Health Care  Support

Services Services Total
{In Thousands)

Year ended December 31, 2022
Operating expenses:

Labor and benefits $ 1,696,092 § 254,665 $§ 1,950,757
Professional fees 139,726 260 139,986
Drugs and supplies 833,210 3,028 836,238
Fees and special services 88,919 78,562 167,481
Repairs, maintenance, and utilities 56,500 71,125 127,625
Rent and leases 49,412 3,252 52,664
Insurance 25,592 1,342 26,934
Provider tax 59,233 - 59,233
Other 16,999 12,786 29,785
Total operating expenses 2,965,683 425,020 3,390,703
Fixed expenscs:
Depreciation and amortization 120,715 31,556 152,271
Interest expense 46,455 4,236 50,691
Interest rate swap benefit, net - (3,934) (3,934)
Total fixed expenses 167,170 31,858 199,028
Total expenses $ 3,132,853 § 456,878 3§ 3,589,731

2210-4106450 54




Norton Healthcare, Inc. and Affiliates

Notes to Combined Financial Statements (continued)

11. Functional Expenses (continued)

Health Care  Support
Services Services Total
(In Thousands)

Year ended December 31, 2021
Operating expenses:

Labor and benefits $ 1,462,441 § 215,736 $ 1,678,177
Professional fees 131,487 850 132,337
Drugs and supplies 761,827 1,502 763,329
Fees and special services 75,289 74,823 150,112
Repairs, maintenance, and utilities 47,368 57,539 104,907
Rent and leases 43,755 3,120 46,875
Insurance 25,010 1,145 26,155
Provider tax 67,101 — 67,101
Other 14,584 9,093 23,677
Total operating expenses 2,628,862 363,808 2,992,670
Fixed expenses:
Depreciation and amortization 108,749 19,191 127,940
Interest expense 49,393 (2,488) 46,905
Interest rate swap benefit, net — (3,249) (3,249)
Total fixed expenses 158,142 13,454 171,596
Total expenses $ 2,787,004 $§ 377,262 $ 3,164,266

12. Commitments and Contingencies

The Corporation is in the process of improving and expanding its facilities. Future commitments
related to the renovation of existing facilities or construction of new facilities totaled $65.6 million
and $65.5 million at December 31, 2022 and 2021, respectively. This will be funded through bond

proceeds and cash flows generated from operations.

The Corporation is subject to claims and suits arising in the ordinary course of business.
Management assesses the probable outcome of unresolved litigation and records estimated
settlements, if applicable. In the opinion of management, the ultimate resolution of pending legal
proceedings will not have a material effect on the Corporation’s combined financial position.
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13. Leases

The Corporation has operating and finance leases for medical offices, administrative offices, and
certain equipment leases.

The components of net lease expense are as follows:

Year ended December 31
2022 2021
(In Thousands)

Operating leases:

Operating lease expense $ 34851 $ 31,602
Finance leases:

Amortization of right-of-use assets 7,038 6,696

Interest on finance lease liabilities 3,665 3,866
Total finance lease expense 10,703 10,562
Short-term and variable lease expense 6,499 7,036
Less sublease income (1,388) (1,177)
Net lease expense $ 50,665 $ 48,023

The following table presents the components of the Corporation’s right-of-use assets and liabilities
related to leases and their classification in the combined balance sheets at:

December 31
Combined Balance Sheet Classification 2022 2021
(In Thousands)
Assets:
Operating leases Operating lease right-of-use assets, net $ 170,565 § 158,254
Finance leases Property and equipment, net 03,107 69,310
Total lease right-of-use
assets, net $ 233672 $ 227,564
Liabilities;
Current:
Operating leases Current portion of operating lease liability 8§ 25314 % 23,712
Finance leases Current portion of long-term debt 6,764 6,064
Noncurrent:
Operating leases Long-term operating lease liability, net of
current portion 145,714 134,516
Finance leases Leng-term debt, net of current portion 72,408 78,711
Total lease liabilities $ 250,200 §% 243,063
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13. Leases (continued)

Other information related to leases is as follows:

Year ended December 31

2022

2021

Supplemental cash flow information
Cash paid for amounts included in the measurement of
lease liabilities:
Operating cash flows from finance leases $
Operating cash flows from operating leases
Financing cash flows from finance leases

Right-of-use assets obtained in exchange for new lease
obligations

Operating leases $

Finance leases

Weighted average remaining lease term (in years)
Operating leases
Finance leases

Weighted average discount rate

Operating leases
Finance leases

2210-4106450

(In Thousands)

3,686
34,121
6,430

40,362
40

7.5
13.8

2.46%
5.36

$

3,907
30,545
3,569

42,838

6.8
14.4

2.24%
533
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13. Leases (continued)

Commitments relating to non-cancellable operating and finance leases as of December 31, 2022,
are as follows:

Operating Finance
{In Thousands)

2023 $ 29,220 § 10,160
2024 30,705 10,248
2025 28,509 9,234
2026 23,929 6,857
2027 20,347 7,019
Thereafter 54,163 74,420
Total minimum future lease payments 186,873 117,938
Less imputed interest (15,845) (38,766)
Total lease liabilities 171,028 79,172
Less current portion (25,314) (6,764)
Long-term lease liabilities $ 145,714 § 72,408

14. Concentration of Credit Risk

The Corporation grants credit without collateral to its patients, most of whom are insured under
third-party payor agreements. The mix of patient accounts receivable from patients and third-party

payors is as follows:

December 31
2022 2021

Medicare 24% 21%
Medicaid 21 16
Blue Cross 25 32
Other third-party payors 22 24
Self-pay 8 7

100% 100%
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15. The Regional Health Network of Kentucky and Southern Indiana, LLC

In May 2012, the Corporation entered into a partnership agreement with Lifepoint Hospitals, Inc.
to form The Regional Health Network of Kentucky and Southern Indiana, LLC (Regional) for the
purpose of acquiring and operating hospitals in southern Indiana and Kentucky, currently Scott
County Memorial Hospital and Clark Memorial Hospital.

The Corporation has an ownership interest in Regional of 25% at both December 31, 2022 and
2021, and does not manage or control the operations. The investment is accounted for under the
equity method of accounting wherein the Corporation’s investment (recorded on a one-month lag)
is recorded in investments in joint ventures in the Corporation’s combined balance sheets and its
share of the loss, which is disclosed in Note 1, is reflected in joint venture (loss) income in the
Corporation’s combined statements of operations and changes in net assets.

The following is a summary of Regional’s assets, liabilities, and equity (from its unaudited
financial statements):

December 31
2022 2021

(In Thousands)
Assets
Cash and cash equivalents $ 361 § 676
Patient accounts receivable 21,678 30,728
Property and equipment, net 46,335 46,391
Other assets 30,671 26,280
Total assets $ 99,045 § 104,075
Liabilities and equity
Accounts payable $ 9,318 § 9,298
Accrued payroll 5,309 5,500
Intercompany 35,542 15,741
Other liabilities 5,584 5,220
Total liabilities 55,753 35,759
Total equity 43,292 68,316
Total liabilities and equity $ 99,045 § 104,075
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15. The Regional Health Network of Kentucky and Southern Indiana, LL.C (continued)

The following is a summary of Regional’s results of operations (from its unaudited financial

statements):

Revenue

Operating expenses:
Labor and benefits
Professional fees
Supplies
Fees and special services
Repairs, maintenance, and utilities
Rents and leases
Insurance
Non-income taxes
Other
Total operating expenses
{(Loss) earnings before fixed expenses

Fixed expenses:
Depreciation
Interest expense
Management fees
Other non-operating gains

Loss from operations

22104106450

Year Ended December 31
2022 2021
(In Thousands)
$ 191,575 $ 208,117
117,060 109,381
18,335 5,878
29,416 31,228
6,331 17,067
13,748 13,127
1,854 1,646
1,515 1,531
13,902 15,443
1,824 2,904
203,985 198,205
(12,410) 9,912
5,872 6,417
1,438 311
5,747 6,244
(560) (342)
12,497 12,630
$ (24907) % (2,718)
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16. COVID-19 Pandemic

The global viral outbreak caused by coronavirus disease 2019 (COVID-19) resulted in a national
public health emergency. There have been resulting effects in the economy generally and the health
care industry specifically that have and will continue to impact the Corporation's financial
condition, During 2022 and 2021, the U.S. government issued legislation to authorize funding to
healthcare providers to prevent, prepare for, and respond to COVID-19, and to reimburse the
recipient for healthcare-related expenses and lost revenues attributable to COVID-19.
Additionally, funds were available to reimburse providers for COVID-19-related treatment of
uninsured patients. The Corporation has recognized revenue from payments received under these
pieces of legislation when related conditions have been substantially met.

Provider Relief Funds

During the year ended December 31, 2022, the Corporation received and recognized $60.3 million
from the provisions of the Coronavirus Aid, Relief, and Economic Security Act (CARES Act) and
American Rescue Plan Act of 2021 (ARP) Provider Relief Funds. During the year ended
December 31, 2021, the Corporation recognized $34.4 million of CARES Act Provider Relief
Funds that were received during 2020 but accrued as of December 31, 2020. These funds are
reported as revenue in CARES Act Provider Relief Funds in the combined statement of operations
and changes in net assets.

Certain terms and conditions under the CARES Act are subject to further refinement and changes.
Under the terms and conditions of the Provider Relief Fund, HRSA has established seven reporting
periods. If unable to attest to or comply with these or future terms and conditions, the ability of the
Corporation to retain some or all of the distributions received may be impacted. Compliance with
the first three reporting periods has been successfully accomplished. As of December 31, 2022
there have been no changes to amounts previously recorded.

Employee Retention Credit

The IRS’s Employee Retention Credit program is a refundable tax credit for businesses that
continued to pay employees while operations were partialty or fully suspended or had significant
declines in gross receipts from March 13, 2020, to December 31, 2021, During the year ended
December 31, 2021, the Corporation recorded an employee retention credit of $10.5 million as
other revenue in the combined statement of operations and changes in net assets. There were no
amounts recorded for the year ended December 31, 2022,
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16. COVID-19 Pandemic (continued)
Medicare Accelerated and Advance Payments Program

In September 2020, the Corporation received a $179.8 million advance payment from CMS as part
of the Medicare Accelerated and Advance Payment Program. Any remaining balance due 29
months after receipt is to be repaid subject to interest on the outstanding balance. A total of
$32.5 million remained to be recouped as of December 31, 2022, and is recorded as a contract
liability in accrued expenses and other. As of December 31, 2021, $30.4 million of the
Corporation’s advance payment had been recouped. Of the remaining advance balance, a total of
$135.2 million is estimated to be recouped within one year of December 31, 2021, and is recorded
as a contract liability in accrued expenses and other. The remaining $14.2 million was recorded as
a contract liability in other non-current liabilities on the combined balance sheet at December 31,

2021.
17. Acquisition

On January 1, 2022, the Corporation completed a member substitution of King’s Daughters’
Health, Inc., which operates an acute care hospital and related health care facilities in Madison,
Indiana, for a purchase price of $139.5 million. The member substitution enabled the Corporation
to expand its customer base and to strengthen and ensure the future sustainability of KDH.

The member substitution of King’s Daughters’ Health, Inc. constitutes a business combination as
defined by ASC 805, Business Combinations (ASC 805). In accordance with ASC 805, assets
acquired and liabilities assumed were recorded at their estimated fair values on the combined

balance sheet on January 1, 2022.

The allocation of purchase price to the assets acquired and liabilities assumed at the date of the
acquisition is presented in the table below. This allocation is based upon valuations using
management’s estimates and assumptions. Management utilizes a third-party valuation firm to
assist in the determination of acquisition date fair values, and specifically those considered Level 3
measurements. Management ultimately oversees the third-party valuation firm to ensure that the
transaction-specific assumptions are appropriate for the Corporation. Adjustments to record the
acquired assets and liabilities at fair value inciude property and equipment.
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17. Acquisition (continued)

Purchase price $ 139,505
Identifiable assets acquired and liabilities assumed:
Cuirent assets 45,662
Assets limited as to use 219,392
Property and equipment 100,206
Other assets 9,115
Current fiabilities (12,938)
Long-term debt (88,265)
Total identifiable net assets 273,172
Excess of nets asset acquired over consideration paid $ 133,667

As a result of the transaction, a contribution of the excess of unrestricted assets over liabilities of
$133.7 million was recognized as excess of net assets acquired over consideration paid for King's
Daughters' Health, Inc. on the combined statement of operations and net assets for the year ended
December 31, 2022. The total revenue and decrease in net assets attributable to Norton King’s
Daughters’ Health included in the 2022 combined statement of operations and changes in net assets
was $124.9 million and $43.5 million, respectively.

The working capital assets and liabilities, as well as the property and equipment acquired and long-
term debt assumed, were valued using Level 2 inputs, which included data points that are
observable, such as definitive sales agreements, appraisals, quoted market prices or established
market values of comparable assets (market approach). Significant increases (decreases) in any
of those unobservable inputs in isolation would result in a significantly lower (higher) fair value
measurement.

18. Subsequent Events
The Corporation has evaluated and disclosed any subsequent events through April 4, 2023, which
is the date the accompanying combined financial statements were issued, No recognized or

non-recognized subsequent events were identified for recognition or disclosure in the combined
financial statements.
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G Ernst & Young LLP Tel: +1 502 585 1400
& Suite 1200 ey.com

g 400 West Market Street
Building a better Louisville, KY 40202
working world

Report of Independent Auditors on Supplementary Information

The Board of Trustees
Norton Healthcare, Inc. and Affiliates

Our audit was conducted for the purpose of forming an opinion on the combined financial
statements taken as a whole. The following combining balance sheet and combining statement of
operations and changes in net assets without donor restrictions are presented for purposes of
additional analysis and are not a required part of the combined 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 combined financial statements. The
information has been subjected to the auditing procedures applied in the audit of the combined
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the combined
financial statements or to the combined 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

combined financial statements as a whole,
é/vmﬂf ¥ MLL?

April 4, 2023
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EY | Building a better working world

EY exists to build a better working world, helping to create
long-term value for clients, people and society and build
trust in the capital markets,

Enabled by data and technology, diverse EY teams in over
150 countries provide trust through assurance and help
clients grow, transform and operate,

Working across assurance, consulting, law, strategy, tax and
transactions, EY teams ask better questions to find new
answers for the complex issues facing our world today.

EY refers to the global organization, and may refer to one or more,

of the member firms of Ernst & Young Global Limited, each of whichis a
separate legal entity, Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. information about how EY
collects and uses personal data and a description of the rights individuals have
under data protection fegislation are avaltable via ey.com/privacy, EY member
firms do not practice law where prohibited by local faws. For more information

about our organization, please visit ey.com.
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