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REGARDING USE OF THIS OFFICIAL STATEMENT 

The information contained herein under the heading “THE AUTHORITY” and “LITIGATION – 
Authority” has been furnished by the Wisconsin Health and Educational Facilities Authority (the “Authority”).  The 
information under the heading “BOOK-ENTRY SYSTEM” has been obtained from The Depository Trust 
Company.  All other information contained herein has been obtained from The Medical College of Wisconsin, Inc. 
(the “Corporation”) and other sources (other than the Authority) which are believed to be reliable.  Such other 
information is not guaranteed as to accuracy or completeness by, and is not to be relied upon as or construed as a 
promise or representation by, the Authority or the Underwriters.  No representation, warranty or guarantee is made 
by the Underwriters as to the accuracy or completeness of any information in this Official Statement, and nothing 
contained in this Official Statement is or shall be relied upon as a promise or representation by the Underwriters. 

No dealer, broker, salesperson or other person has been authorized by the Authority, the Corporation or the 
Underwriters to give any information or to make any representations other than those contained in this Official 
Statement and, if given or made, such information or representations must not be relied upon as having been 
authorized by any of the foregoing.  This Official Statement shall not constitute an offer to sell or the solicitation of 
an offer to buy, nor shall there be a sale of Series 2016 Bonds by any person, in any jurisdiction in which it is 
unlawful for such person to make such offer, solicitation or sale.  The information and expressions of opinion herein 
are subject to change without notice and neither the delivery of this Official Statement nor any sale made hereunder 
shall under any circumstances create any implication that there has been no change in the affairs of the Authority or 
the Corporation since the date hereof. 

IN MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY UPON THEIR OWN 
EXAMINATION OF THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS 
INVOLVED. 

IN CONNECTION WITH THE OFFERING OF THE SERIES 2016 BONDS, THE 
UNDERWRITERS MAY OVER-ALLOT OR EFFECT TRANSACTIONS THAT STABILIZE OR 
MAINTAIN THE MARKET PRICE OF THE SERIES 2016 BONDS AT A LEVEL ABOVE THAT WHICH 
MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET.  SUCH STABILIZING, IF COMMENCED, 
MAY BE DISCONTINUED AT ANY TIME. 

THE SERIES 2016 BONDS HAVE NOT BEEN REGISTERED UNDER THE SECURITIES ACT 
OF 1933 NOR HAS THE BOND INDENTURE OR THE MASTER INDENTURE BEEN QUALIFIED 
UNDER THE TRUST INDENTURE ACT OF 1939, IN RELIANCE UPON EXEMPTIONS CONTAINED 
IN SUCH ACTS.  THE REGISTRATION OR QUALIFICATION OF THE SERIES 2016 BONDS IN 
ACCORDANCE WITH APPLICABLE PROVISIONS OF SECURITIES LAWS OF THE STATES IN 
WHICH THE SERIES 2016 BONDS HAVE BEEN REGISTERED OR QUALIFIED, IF ANY, AND THE 
EXEMPTION FROM REGISTRATION OR QUALIFICATION IN OTHER STATES CANNOT BE 
REGARDED AS RECOMMENDATIONS THEREOF.  NEITHER THESE STATES NOR ANY OF THEIR 
AGENCIES HAVE PASSED UPON THE MERITS OF THE SERIES 2016 BONDS OR THE ACCURACY 
OR COMPLETENESS OF THIS OFFICIAL STATEMENT.  ANY REPRESENTATION TO THE 
CONTRARY MAY BE A CRIMINAL OFFENSE. 

CAUTIONARY STATEMENTS REGARDING 
FORWARD-LOOKING STATEMENTS IN 

THIS OFFICIAL STATEMENT 

Certain statements included or incorporated by reference in this Official Statement constitute “forward-
looking statements.” Such statements are generally identifiable by the terminology used such as “plan,” “expect,” 
estimate,” “budget” or similar words.  Such forward-looking statements include, among others, the information 
under the caption “MANAGEMENT’S  DISCUSSION  OF  PERFORMANCE”  and  “FACILITIES”  in  
APPENDIX  A  to  this  Official Statement. 

THE ACHIEVEMENT OF CERTAIN RESULTS OR OTHER EXPECTATIONS CONTAINED IN 
SUCH FORWARD-LOOKING STATEMENTS INVOLVES KNOWN AND UNKNOWN RISKS, 
UNCERTAINTIES AND OTHER FACTORS WHICH MAY CAUSE ACTUAL RESULTS, 
PERFORMANCE OR ACHIEVEMENTS DESCRIBED TO BE MATERIALLY DIFFERENT FROM ANY 
FUTURE RESULTS, PERFORMANCE OR ACHIEVEMENTS EXPRESSED OR IMPLIED BY SUCH 
FORWARD-LOOKING STATEMENTS.  THE CORPORATION DOES NOT PLAN TO ISSUE ANY 
UPDATES OR REVISIONS TO THOSE FORWARD- LOOKING STATEMENTS IF OR WHEN THEIR 
EXPECTATIONS, OR EVENTS, CONDITIONS OR CIRCUMSTANCES ON WHICH SUCH 
STATEMENTS ARE BASED OCCUR. 
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OFFICIAL STATEMENT 

$157,805,000 
WISCONSIN HEALTH AND EDUCATIONAL FACILITIES AUTHORITY 

REVENUE BONDS, SERIES 2016 
(THE MEDICAL COLLEGE OF WISCONSIN, INC.) 

INTRODUCTION 

Purpose of this Official Statement.  This Official Statement, including the cover page and Appendices, is 
furnished in connection with the offering of $157,805,000  in aggregate principal amount of Revenue Bonds, Series 
2016 (The Medical College of Wisconsin, Inc.) (the “Series 2016 Bonds”) of the Wisconsin Health and Educational 
Facilities Authority (the “Authority”), a public body politic and corporate organized under the laws of the State of 
Wisconsin (the “State”).  The Series 2016 Bonds are being issued pursuant to and secured by a Bond Trust Indenture 
dated as of May 1, 2016 (the “Bond Indenture”) between the Authority and U.S. Bank National Association, as bond 
trustee (the “Bond Trustee”), and are being issued in accordance with the provisions of Chapter 231 of the 
Wisconsin Statutes, as amended (the “Act”).  Certain capitalized terms used in this Official Statement and not 
otherwise defined are defined in APPENDIX C and APPENDIX D. 

The Medical College of Wisconsin, Inc.  The proceeds to be received by the Authority from the sale of the 
Series 2016 Bonds will be loaned to The Medical College of Wisconsin, Inc., a Wisconsin nonstock nonprofit 
corporation (the “Corporation”), pursuant to a Loan Agreement dated as of May 1, 2016 (the “Loan Agreement”) by 
and between the Authority and the Corporation.  The Corporation owns and operates a medical college located in 
Wauwatosa, Wisconsin and certain other medical and research facilities.  The Corporation is a member of 
Milwaukee Regional Medical Center, Inc.  See APPENDIX A herein for a more detailed description of the 
Corporation and its history, organization, facilities and financial performance. 

Purpose of the Series 2016 Bonds.  The proceeds of the sale of the Series 2016 Bonds, together with certain 
other moneys, will be used to (i) advance refund a portion of  the Authority’s  Revenue Bonds, Series 2008A (The 
Medical College of Wisconsin, Inc. Project) (the “Series 2008A Bonds”), (ii) to finance or reimburse the acquisition, 
construction, renovation and equipping of the Corporation’s educational, health and research facilities (the 
“Project”), as more specifically described in APPENDIX A herein, (iii) finance certain interest on the Series 2016 
Bonds during the construction of the Project and (iv) pay certain expenses incurred in connection with the issuance 
of the Series 2016 Bonds.  

Security.  To evidence the loan under the Loan Agreement, the Corporation will issue its $157,805,000 
Promissory Note, Series 2016 (the “Series 2016 Obligation”) payable to the Authority providing for payments 
sufficient to pay principal of and premium, if any, and interest on the Series 2016 Bonds.  The Series 2016 
Obligation will be issued pursuant to a Master Trust Indenture dated as of November 1, 1990 as amended and 
restated as of December 1, 1996, as previously supplemented and as currently being supplemented by a Series 2016 
Supplemental Master Trust Indenture dated as of May 1, 2016 (collectively, the “Master Indenture”), between the 
Corporation and The Bank of New York Mellon Trust Company, N.A., as master trustee (the “Master Trustee”).  
The Authority will pledge and assign the Series 2016 Obligation and certain of its rights under the Loan Agreement 
to the Bond Trustee as security for the Series 2016 Bonds. 

As of the date of issuance of the Series 2016 Bonds, the Corporation will be the sole Member of the 
Obligated Group (as such terms are defined in the Master Indenture).  The Master Indenture, however, permits other 
entities to become Members of the Obligated Group under certain circumstances.  See the caption “SUMMARY OF 
THE MASTER INDENTURE, SERIES 2016 SUPPLEMENT AND MORTGAGE – The Obligated Group” in 
APPENDIX C.  The Corporation has no intention of adding additional Members to the Obligated Group in the 
foreseeable future.  Notwithstanding uncertainties as to enforceability of the covenant of each Member of the 
Obligated Group in the Master Indenture to be jointly and  severally guaranteeing each promissory note issued under 
the Master Indenture (herein referred to as an “Obligation”) (as described under “BONDHOLDERS’ RISKS – 
Enforceability of Certain Covenants in the Master Indenture”), the accounts of the Corporation, its consolidated 
subsidiaries, and any future Members of the Obligated Group will be combined for financial reporting purposes and 
will be used in determining whether various covenants and tests contained in the Master Indenture (including tests 
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relating to the incurrence of Additional Indebtedness) are met.  The obligations of each Member of the Obligated 
Group under the Master Indenture currently are secured by (i) a uniform commercial code security interest in the 
Pledged Revenues (as defined in APPENDIX C) of each Member and (ii) a mortgage on the Corporation’s leasehold 
interest in certain real property leased by the Corporation, as provided in an Amended and Restated Mortgage dated 
as of November 1, 2004 from the Corporation to the Master Trustee, as previously supplemented and as being 
supplemented by a Sixth Supplement to Amended and Restated Mortgage dated as of May 1, 2016 (as so 
supplemented, the “Mortgage”) between the Corporation and the Master Trustee, which Sixth Supplement is being 
entered into in connection with the issuance of the Series 2016 Bonds.  See “BONDHOLDERS’ RISKS – Certain 
Other Matters Relating to Security for the Series 2016 Bonds.”  Upon the occurrence of certain conditions described 
herein, the Mortgage may be released subsequent to the issuance and delivery of the Series 2016 Bonds. 

The release of the Mortgage requires the consent of the holders of 100% in aggregate principal amount of 
the Obligations outstanding under the Master Indenture and the consent of each of U.S. Bank National Association, 
as letter of credit provider for the Series 2008B Bonds (as defined herein) (the “Series 2008B Credit Facility 
Provider”), the Lender (as defined herein) and the Direct Purchase Bank (as defined herein).  Generally, the bond 
trustee for each series of outstanding bonds is deemed the holder of the related Obligation.  The Bond Trustee is 
deemed the holder of the Series 2016 Obligations.  Upon the issuance of the Series 2016 Bonds and the application 
of the proceeds thereof, approximately $285,888,000 in aggregate principal amount of Obligations will be 
outstanding under the Master Indenture, including $157,805,000 of the Series 2016 Obligations.  By purchasing the 
Series 2016 Bonds, the holders of the Series 2016 Bonds will be deemed to have consented to the release of the 
Mortgage and, as a result, the Bond Trustee, as the holder of the Series 2016 Obligation, will consent to such 
release.  As noted above, the release of the Mortgage also require the consent of each of the Series 2008B Credit 
Facility Provider, the Lender and the Direct Purchase Bank.  There can be no assurance as to whether or when all of 
those consents will be provided.  Until the conditions are satisfied, the Mortgage will continue to apply to all 
outstanding Obligations, including the Series 2016 Obligation. 

Amendments to the Master Indenture.  The Corporation has proposed certain amendments to the Master 
Indenture.  By purchasing the Series 2016 Bonds, the holders and the beneficial owners of the Series 2016 
Bonds will be deemed to have consented to the amendments to the Master Indenture. Those amendments are 
reflected in the summary of the Master Indenture attached as APPENDIX C. 

Outstanding and Additional Indebtedness.  In addition to the Series 2016 Obligation, the Corporation will 
have $128,083,000 of other Obligations outstanding under the Master Indenture upon the issuance of the Series 
2016 Bonds.  After giving effect to the anticipated refunding and redemption of the Refunded Bonds, the following 
other Obligations will be outstanding under the Master Indenture: 

• Promissory Note, Series 2004D (the “Series 2004D Obligation”) which evidences the 
Corporation’s obligations in respect of an interest rate swap transaction with Goldman Sachs 
Mitsui Marine Derivative Products, L.P.  See “BONDHOLDERS’ RISKS – Interest Rate Swap 
and Other Hedge Risk” below. 

• Promissory Note, Series 2008A of which $7,175,000 will be outstanding (the “Series 2008A 
Obligation”) securing the Authority’s Fixed Rate Revenue Bonds, Series 2008A (The Medical 
College of Wisconsin, Inc. Project) (the “Series 2008A Bonds”) upon the advance refunding of the 
Series 2008A Bonds as described herein. 

• Promissory Note, Series 2008B of which $67,500,000 will be outstanding (the Series 2008B 
Obligation”) securing the Authority’s Variable Rate Revenue Bonds, Series 2008B (The Medical 
College of Wisconsin, Inc. Project) (the “Series 2008B Bonds”). 

• Promissory Note, Series 2010 of which $8,175,000 will be outstanding (the “Series 2010 
Obligation”) securing the Authority’s Revenue Bonds, Series 2010 (The Medical College of 
Wisconsin, Inc. Project) (the “Series 2010 Bonds”). 
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• Promissory Note, Series 2013A-1 (BMO Harris Bank N.A. – Term Loan) of which $11,015,000 
will be outstanding (the “Series 2013A-1 Obligation”) which evidences the Corporation’s 
obligations under a Loan Agreement, dated as of November 1, 2013 (the “2013 Loan 
Agreement”), by and between the Corporation and BMO Harris Bank N.A. (the “Lender”). 

• Promissory Note, Series 2013A-2 (BMO Harris Bank N.A. – Revolving Loan) of which 
approximately $3,738,000 will be outstanding (the “Series 2013A-2 Obligation” and together with 
the Series 2013A-1 Obligation, the “Series 2013 Obligations”) which evidences the Corporation’s 
obligations under the 2013 Loan Agreement. 

• Promissory Note, Series 2014A (Wisconsin Health and Educational Facilities Authority) of which 
$16,775,000 will be outstanding (the “Series 2014A Obligation”) securing the Authority’s 
Refunding Revenue Bonds, Series 2014A (The Medical College of Wisconsin, Inc.) (the “Series 
2014A Bonds”). 

• Promissory Note, Series 2014B (Wisconsin Health and Educational Facilities Authority) of which 
$13,705,000 will be outstanding (the “Series 2014B Obligation”) securing the Authority’s 
Refunding Revenue Bonds, Series 2014B (The Medical College of Wisconsin, Inc.) (the “Series 
2014B Bonds”). 

• Promissory Note, Series 2014C (Associated Bank, National Association) (the “Series 2014C 
Obligation”) which evidences the Corporation’s obligations under the Credit Agreement, dated as 
of December 16, 2014, by and between the Corporation and Associated Bank, National 
Association (the “Direct Purchase Bank”), relating to the Series 2014A Bonds. 

• Promissory Note, Series 2014D (Associated Bank, National Association) (the “Series 2014D 
Obligation”) which evidences the Corporation’s obligations under the Credit Agreement, dated as 
of December 16, 2014, by and between the Corporation and the Direct Purchase Bank, relating to 
the Series 2014B Bonds. 

In certain circumstances, the Corporation or any future Member of the Obligated Group may issue 
additional Obligations under the Master Indenture to the Authority or to persons other than the Authority, that will 
not be pledged under the Bond Indenture but will be equally and ratably secured with the Series 2016 Obligation by 
the Master Indenture and may be secured by security in addition to that provided to the Series 2016 Obligation.  See 
“SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2016 BONDS.” 

Continuing Disclosure.  The Corporation will enter into an undertaking for the benefit of the Bondholders 
to provide certain information quarterly and annually and to provide notice of certain events to certain information 
repositories.  For further information, see “CONTINUING DISCLOSURE UNDERTAKING” herein and 
APPENDIX F hereto. 

Bondholders’ Risks.  There are risks associated with the purchase of the Series 2016 Bonds.  See the 
information under the heading “BONDHOLDERS’ RISKS” herein for a discussion of certain of these risks. 

General.  The following descriptions and summaries of the Series 2016 Bonds, the Bond Indenture, the 
Loan Agreement, the Series 2016 Obligation and the Master Indenture in this Official Statement are qualified by 
reference to the complete text of the documents being described or summarized.  Copies of such documents will be 
available for inspection at the principal corporate trust office of the Bond Trustee. 

PLAN OF FINANCE 

The Authority will lend the proceeds received by the Authority from the issuance and sale of the Series 
2016 Bonds to the Corporation pursuant to the Loan Agreement.  The proceeds of the Series 2016 Bonds, together 
with other available funds will be used to (i) advance, refund a portion of the Series 2008A Bonds (as more 
specifically described below), (ii) finance or reimburse the cost of the Project, (iii) finance certain interest on the 
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Series 2016 Bonds during the construction of the Project and (iv) pay certain costs of issuing and selling the Series 
2016 Bonds.  See “ESTIMATED SOURCES AND USES OF FUNDS” herein.  

The Project.  The Corporation intends to use a portion of the proceeds of the Series 2016 Bonds (a) to 
finance or to reimburse the Corporation for costs (in a maximum principal amount not to exceed $107,000,000) 
associated with the acquisition, construction, renovation and equipping of new and existing educational, health and 
research facilities, including without limitation (i) the construction and equipping of an approximately 240,000 
square foot professional office building, (ii) the renovation and equipping of the Corporation’s existing facilities to 
integrate the office building with existing facilities and to accommodate the operations of a new School of 
Pharmacy, and (iii) other renovation, remodeling and equipping of the Corporation’s existing facilities for 
educational, health and research programs, together with site work, parking lots, relocation costs, related 
renovations, general capital expenditures and equipment acquisitions. 

The Advance Refunding.  The Series 2008A Bonds were originally issued in the aggregate principal amount 
of $83,400,000 of which $75,565,000 in aggregate principal amount is currently outstanding. A portion of the 
proceeds of the Series 2016 Bonds will be irrevocably deposited in a separate escrow fund for the Series 2008A 
Bonds to be refunded (the “Refunded Bonds”) and to be held by Wells Fargo Bank, National Association, as bond 
trustee for the Series 2008A Bonds.  The funds (including United States Government Obligations) deposited in such 
escrow fund, together with an initial cash deposit (if any) and interest on such United States Government 
Obligations, will be sufficient to pay, when due, the Refunded Bonds to be refunded at a redemption price of 100% 
of the principal amount thereof, plus interest to but excluding the expected redemption date of December 3, 2018.  
No funds deposited into such escrow fund will be available to make payments on the Series 2016 Bonds. 

THE AUTHORITY 

Powers 

The Authority has, among other powers, the statutory power to make loans to certain health care, 
educational, research and other nonprofit institutions in Wisconsin, to finance the cost of projects and refinance or 
refund outstanding indebtedness and to assign loan agreements, notes, mortgages and other securities of health care, 
educational, research and other nonprofit institutions to which the Authority has made loans, and the revenues 
therefrom, for the benefit of the holders of bonds issued to finance or refinance such projects. 

Members of the Authority 

The Authority consists of seven members, all of whom must be Wisconsin residents, appointed by 
Wisconsin’s Governor by and with the consent of the Wisconsin State Senate.  Members of the Authority serve 
staggered seven-year terms and continue to serve until their successors are appointed.  The members of the 
Authority receive no compensation for the performance of their duties but are paid their necessary expenses while 
engaged in the performance of such duties.  No member, officer, agent or employee of the Authority may, directly or 
indirectly, have any financial interest in any bond issue or in any loan or any property to be included in, or any 
contract for property or materials to be furnished or used in connection with, any project of the Authority, under 
penalty of law.  Members of the Authority, however, may serve as directors or officers of institutions for which the 
Authority is providing financing, but they may not vote or take part in the Authority’s deliberations concerning such 
financing. 
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The present members of the Authority are: 

 Term Expires (June 30) 

James Dietsche, Chairperson 
Chief Financial Officer 
Bellin Health Systems, Inc. 
Green Bay, Wisconsin 

2019 

Tim Size, Vice Chairperson 
Executive Director 
Rural Wisconsin Health Cooperative 
Sauk City, Wisconsin 

2018 

Kevin Flaherty 
VP/Relationship Manager, Asset-Based Lending Division 
Associated Bank, National Association  
Milwaukee, Wisconsin 

2017 

Paul Mathews 
President/CEO 
Marcus Center for the Performing Arts, Inc. 
Milwaukee, Wisconsin 

2021 

James Oppermann 
Senior Vice President for Business and Management 
Alverno College 
Milwaukee, Wisconsin 

2016 

Pamela Stanick  
Controller  
The Medical College of Wisconsin, Inc. 
Milwaukee, Wisconsin 

2022(1) 

Robert Van Meeteren 
President/CEO 
Reedsburg Area Medical Center, Inc.  
Reedsburg, Wisconsin 

2020 

 

(1)  Ms. Stanick was appointed by the Governor of the State of Wisconsin and serves 
pending Wisconsin State Senate confirmation.  Ms. Stanick has abstained from all deliberations 
concerning the Series 2016 Bonds and from voting on the resolution approving the issuance of 
the Series 2016 Bonds. 

 

Authority Counsel 

Quarles & Brady LLP serves as general counsel to the Authority. 
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Financing Program of the Authority 

The following summary outlines the principal amount of revenue bonds and notes issued during each of the 
Authority’s fiscal years.  Except for the other series of bonds previously issued by the Authority for the benefit of 
the Corporation, such bonds and notes are secured by instruments separate and apart from the Master Indenture.  All 
such bonds and notes are secured by instruments separate and apart from the Bond Indenture. 

  Public Placements  Private Placements  Total 

Fiscal 
Year 

Ended 
June 30  

Number of 
Financings 

 

Amount  
Number of 
Financings 

 

Amount  
Number of 
Financings 

 

Amount 
             

1980  0  $0  1  $     1,300,000   1  $      1,300,000 
1981  3  24,480,000   4  20,365,000   7  44,845,000 
1982  3  34,100,000   4  12,575,000   7  46,675,000 
1983  1  4,000,000   1  600,000   2  4,600,000 
1984  4  16,375,000   3  13,225,000   7  29,600,000 
1985  6  196,505,000   2  2,200,000   8  198,705,000 
1986  9  213,260,000   5  17,478,000   14  230,738,000 
1987  12  191,610,000   9  48,410,000   21  240,020,000 
1988  14  170,890,000   14  81,589,000   28  252,479,000 
1989  20  254,979,000   6  14,394,000   26  269,373,000 
1990  14  277,605,000   9  45,737,000   23  323,342,000 
1991  11  233,590,000   3  37,500,000   14  271,090,000 
1992  15  346,160,000   5  43,500,000   20  389,660,000 
1993  25  579,235,000   6  18,775,000   31  598,010,000 
1994  16  434,495,000   6  46,615,000   22  481,110,000 
1995  7  101,770,000   6  18,847,000   13  120,617,000 
1996  14  382,905,000   2  8,800,000   16  391,705,000 
1997  28  706,960,300   1  764,000   29  707,724,300 
1998  25  722,050,000   1  2,700,000   26  724,750,000 
1999  28  710,960,000   4  36,000,000   32  746,960,000 
2000  16  415,710,000   6  17,736,450   22  433,446,450 
2001  19  437,580,000   8  26,589,000   27  464,169,000 
2002  18  815,100,000   2  8,000,000   20  823,100,000 
2003  14  296,895,000   3  15,935,000  17  312,830,000 
2004  26  912,245,000   4  25,980,000   30  938,225,000 
2005  32  923,038,430   2  23,067,000   34  946,105,430 
2006  25  706,235,000   2  6,570,000  27  712,805,000 
2007  25  1,238,330,000   2  29,090,000  27  1,267,420,000 
2008  24  1,006,255,000   4  36,500,000  28  1,042,755,000 
2009  21  1,470,875,000   3  37,859,824  24  1,508,734,824 
2010  17  1,338,695,000   13  114,746,851  30  1,453,441,851 
2011  11  512,745,000   12  75,330,531  23  588,075,531 
2012  10  1,149,250,000   16  469,944,854  26  1,619,194,854 
2013  18  1,335,035,000   29  374,569,801  47  1,709,604,801 
2014  5  326,220,000   19  468,391,000  24  794,611,000 
2015  11  726,181,000   26  752,236,098  37  1,478,417,098 

TOTAL  547  $19,212,318,730(1)  243  $2,953,920,409(2)  790  $22,166,239,139 
             
(1) Includes $7,339,546,955 which was refinanced by subsequent Authority bond issues 
(2) Includes $1,570,736,076 which was refinanced by subsequent Authority bond issues 
             
 

In its fiscal year beginning July 1, 2015, the Authority has issued and authorized the issuance of additional 
issues of bonds.  The Authority plans to offer other obligations from time to time to finance other health, educational 
and nonprofit facilities.  Such other obligations will be issued pursuant to and secured by instruments separate and 
apart from the Bond Indenture and the security for the Series 2016 Bonds.  
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Bonds of the Authority 

The Authority may from time to time issue bonds for any corporate purpose described in the Act, and, 
pursuant to the Act these bonds are negotiable for all purposes notwithstanding their payment from a limited source.  
The bonds are payable solely out of revenues of the Authority specified in the resolution under which they are issued 
or in a related trust indenture or mortgage.  The Authority must pledge the revenues to be received on account of 
each financing as security for the bonds issued in that financing. 

Interest on the Series 2016 Bonds Not Exempt from Wisconsin Income Taxes 

Interest on the Series 2016 Bonds is not exempt from present Wisconsin income taxes. 

State of Wisconsin Not Liable on the Series 2016 Bonds 

The Series 2016 Bonds and the interest payable thereon do not constitute a debt or liability of the State of 
Wisconsin or of any political subdivision thereof other than the Authority, but will be payable solely from the funds 
pledged for the Series 2016 Bonds in accordance with the Bond Indenture.  The issuance of the Series 2016 Bonds 
does not, directly, indirectly or contingently, obligate the State of Wisconsin or any political subdivision thereof to 
levy any form of taxation for the payment for the Series 2016 Bonds or to make any appropriation for their payment.  
The State of Wisconsin will not in any event be liable for the payment of the principal of or interest on the Series 
2016 Bonds or for the performance of any pledge, obligation or agreement of any kind whatsoever which may be 
undertaken by the Authority.  No breach by the Authority of any such pledge, obligation or agreement may impose 
any pecuniary liability upon the State of Wisconsin or any charge upon its general credit or against its taxing power.  
The Authority has no taxing power. 

The Act provides that the State of Wisconsin pledges to, and agrees with, holders of any obligations issued 
under the Act that it will not limit or alter the rights vested in the Authority by the Act until such obligations, 
together with the interest thereon, are fully met and discharged, provided nothing in the Act precludes such 
limitation or alteration if and when adequate provision will be made by law for the protection of the holders of such 
obligations. 

BOOK-ENTRY SYSTEM 

Ownership interests in the Series 2016 Bonds will be available to purchasers only through a book-entry 
system (the “Book-Entry System”) maintained by The Depository Trust Company (“DTC”), New York, New York, 
which will act as securities depository for the Series 2016 Bonds.  The Series 2016 Bonds will be issued as fully- 
registered securities registered in the name of Cede & Co. (DTC’s partnership nominee) or such other name as may 
be requested by an authorized representative of DTC.  One fully-registered bond certificate will be issued in the 
aggregate principal amount of the Series 2016 Bonds of each series and will be deposited with DTC. 

DTC, the world’s largest securities depository, is a limited-purpose trust company organized under the New 
York Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code 
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Securities Exchange Act of 
1934, as amended.  DTC holds and provides asset servicing for over 3.5 million issues of U.S. and non-U.S. equity, 
corporate and municipal debt issues, and money market instruments (from over 100 countries) that DTC’s 
participants (“Direct Participants”) deposit with DTC.  DTC also facilitates the post-trade settlement among Direct 
Participants of sales and other securities transactions in deposited securities, through electronic computerized book-
entry transfers and pledges between Direct Participants’ accounts.  This eliminates the need for physical movement 
of securities certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, 
trust companies, clearing corporations and certain other organizations.  DTC is a wholly-owned subsidiary of The 
Depository Trust & Clearing Corporation (“DTCC”).  DTCC is the holding company for DTC, National Securities 
Clearing Corporation and Fixed Income Clearing Corporation, all of which are registered clearing agencies.  DTCC 
is owned by the users of its regulated subsidiaries.  Access to the DTC system is also available to others such as both 
U.S. and non-U.S. securities brokers and dealers, banks, trust companies and clearing corporations that clear through 
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or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”).  
DTC has a Standard & Poor’s rating of AA+.  The DTC rules applicable to its Participants are on file with the 
Securities and Exchange Commission.  More information about DTC can be found at www.dtcc.com. 

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will 
receive a credit for the Series 2016 Bonds on DTC’s records.  The ownership interest of each actual purchaser of 
each Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants’ records.  Beneficial 
Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners are, however, 
expected to receive written confirmations providing details of the transaction, as well as periodic statements of their 
holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into the transaction.  
Transfers of ownership interests in the Series 2016 Bonds are to be accomplished by entries made on the books of 
Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not receive 
certificates representing their ownership interests in the Series 2016 Bonds, except in the event that use of the book-
entry system for the Series 2016 Bonds is discontinued. 

To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the 
name of DTC’s partnership nominee, Cede & Co. or such other name as may be requested by an authorized 
representative of DTC.  The deposit of the Series 2016 Bonds with DTC and their registration in the name of Cede 
& Co. or such other nominee do not effect any change in beneficial ownership.  DTC has no knowledge of the actual 
Beneficial Owners of the Series 2016 Bonds; DTC’s records reflect only the identity of the Direct Participants to 
whose accounts such the Series 2016 Bonds are credited, which may or may not be the Beneficial Owners.  The 
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time.  
Beneficial Owners of the Series 2016 Bonds may wish to take certain steps to augment transmission to them of 
notices of significant events with respect to the Series 2016 Bonds, such as redemptions, tenders, defaults, and 
proposed amendments to the Bond documents.  For example, Beneficial Owners of the Series 2016 Bonds may wish 
to ascertain that the nominee holding the Series 2016 Bonds for their benefit has agreed to obtain and transmit 
notices to Beneficial Owners.  In the alternative, Beneficial Owners may wish to provide their names and addresses 
to the Bond Trustee and request that copies of the notices be provided directly to them. 

Redemption notices shall be sent to DTC.  If less than all of the Series 2016 Bonds within an issue are 
being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant in such 
issue to be redeemed. 

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to the Series 
2016 Bonds unless authorized by a Direct Participant in accordance with DTC’s Money Market Instrument 
Procedures.  Under its usual procedures, DTC mails an Omnibus Proxy to the Authority as soon as possible after the 
record date.  The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants to 
whose accounts the Series 2016 Bonds are credited on the record date (identified in a listing attached to the Omnibus 
Proxy). 

Principal, premium, redemption proceeds, and interest payments on the Series 2016 Bonds will be made to 
Cede & Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC’s practice is 
to credit Direct Participants’ accounts, upon DTC’s receipt of funds and corresponding detail information from the 
Authority or the Bond Trustee, on the payable date in accordance with their respective holdings shown on DTC’s 
records.  Payments by Participants to Beneficial Owners will be governed by standing instructions and customary 
practices, as is the case with securities held for the accounts of customers in bearer form or registered in “street 
name,” and will be the responsibility of such Participant and not of DTC nor its nominee, the Bond Trustee, the 
Authority or the Corporation, subject to any statutory or regulatory requirements as may be in effect from time to 
time.  Payment of principal, premium, redemption proceeds and interest payments to Cede & Co. (or such other 
nominee as may be requested by an authorized representative of DTC) is the responsibility of the Corporation, the 
Authority or the Bond Trustee, disbursement of such payments to Direct Participants will be the responsibility of 
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DTC, and disbursement of such payments to the Beneficial Owners will be the responsibility of Direct and Indirect 
Participants. 

DTC may discontinue providing its services as securities depository with respect to the Series 2016 Bonds 
at any time by giving reasonable notice to the Authority or the Bond Trustee.  Under such circumstances, in the 
event that a successor securities depository is not obtained, Bond certificates are required to be printed and 
delivered. 

The Authority may decide to discontinue use of the system of book-entry-only transfers through DTC (or a 
successor securities depository).  In that event, Bond certificates will be printed and delivered to DTC. 

The information in this section concerning DTC and DTC’s book-entry system has been obtained from 
sources that the Authority and the Corporation believe to be reliable, but neither the Authority nor the Corporation 
take responsibility for the accuracy thereof.   

None of the Authority, the Corporation and the Bond Trustee can or do give any assurances that DTC will 
distribute to the Participants, or that Participants or others will distribute to the Beneficial Owners of principal of 
premium, if any, and interest on the Series 2016 Bonds paid or any redemption or other notices or that they will do 
so on a timely basis or will serve and act in the manner described in this Official Statement.  None of the 
Corporation, the Authority, or the Bond Trustee are responsible or liable for the failure of DTC or any Direct 
Participant or Indirect Participant to make any payments or give any notice to a Beneficial Owner with respect to 
the Series 2016 Bonds or any error or delay relating thereto.   

None of the Authority, the Underwriters, the Bond Trustee, the Corporation or any future members of the 
Obligated Group, will have any responsibility or obligations to any Direct Participants or Indirect Participants or 
the persons for whom they act with respect to (i) the accuracy of any records maintained by DTC or any such Direct 
Participant or Indirect Participant; (ii) the payment by DTC or any Direct Participant or Indirect Participant of any 
amount with respect to the principal of or premium, if any, or interest on the Series 2016 Bonds; (iii) any notice that 
is permitted or required to be given to Beneficial Owners under the Bond Indenture; (iv) the selection by DTC, any 
Direct Participant or any Indirect Participant of any person to receive payment in the event of a partial redemption 
of the Series 2016 Bonds; (v) any consent given or other action taken by DTC as Bondholder; (vi) any other 
procedures or obligations of DTC, Direct Participants or Indirect Participants under the book-entry system. 

THE SERIES 2016 BONDS 

Description of the Series 2016 Bonds 

The Series 2016 Bonds as initially issued will be dated their date of delivery, will bear interest at the rates 
and will mature (subject to the redemption provisions described below) in the amounts and on the dates set forth on 
the cover page of this Official Statement.  Interest will be payable on December 1, 2016 and semiannually on each 
June 1 and December 1 thereafter. 

Denominations and Places of Payment 

The Series 2016 Bonds are issuable as fully registered bonds in denominations of $5,000 and any integral 
multiple thereof. 

For a description of the method of payment of principal, premium, if any, and interest on the Series 2016 
Bonds while in the Book-Entry System, see the information herein under the heading “BOOK-ENTRY SYSTEM”.  
In the event the Book-Entry System is discontinued, the following provisions would apply. 

Payment of the principal of and premium, if any, on any Series 2016 Bonds when due, whether upon 
maturity, redemption, acceleration or otherwise, will be made to the Registered Owner upon presentation and 
surrender of the Series 2016 Bonds to be paid at the Principal Trust Office of the Bond Trustee or the designated 
office of any alternate paying agent subsequently appointed.  Payments of interest on the Series 2016 Bond will be 
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made to the person in whose name the Series 2016 Bond is registered at the close of business on the 15th day of the 
month (which may or may not be a Business Day) immediately preceding the date on which a payment of interest on 
the Series 2016 Bond is made (a “Record Date”) or its legal representative without the necessity of surrendering the 
Series 2016 Bond (a) by check mailed by first-class mail by the Bond Trustee or (b) by wire transfer to any bank in 
the United States that is a member of the Federal Reserve System for any securities depository or any Registered 
Owner of $1,000,000 or more in aggregate principal amount of Series 2016 Bonds who, by written request delivered 
to the Bond Trustee no later than the Record Date for the payment, has requested the Bond Trustee to make any 
payments of interest due to it at a specified wire transfer address (which request needs to be given only once unless 
the Registered Owner wishes to change the wire transfer address). 

Registration, Transfers and Exchanges 

For a description of the method of payment and of matters pertaining to transfers and exchanges of the 
Series 2016 Bonds while in the Book-Entry System, see the information herein under the heading “BOOK-ENTRY 
SYSTEM.” In the event the Book-Entry System is discontinued, the following provisions would apply. 

The Bond Trustee shall keep the Registration Books for the Series 2016 Bonds at its Principal Trust Office.  
Subject to the further conditions contained in the Bond Indenture, the Series 2016 Bonds may be transferred or 
exchanged for one or more Series 2016 Bonds of the same series which are in an authorized denomination and have 
the same form, terms, interest rate, maturity and aggregate principal amount of the Series 2016 Bonds being 
transferred or exchanged upon surrender thereof at the Principal Trust Office of the Bond Trustee by the Registered 
Owners or their duly authorized attorneys.  The exchange or transfer shall be made without charge; provided that the 
Authority and the Bond Trustee may require payment by the Registered Owner requesting an exchange or transfer of 
Series 2016 Bonds of a sum sufficient to cover any resulting tax, fee or other governmental charge. 

The Bond Trustee shall not be required to register, transfer, exchange or replace any Series 2016 Bond after 
notice calling such Series 2016 Bond or portion thereof for redemption has been mailed or during the 10 day period 
immediately preceding the first mailing of a notice of redemption of any Series 2016 Bonds of the same maturity.  
The Authority and the Bond Trustee may treat the registered owner of any Series 2016 Bond as the absolute owner 
thereof for all purposes, whether or not such Series 2016 Bond shall be overdue, and shall not be bound by any 
notice to the contrary. 

Retained Call Rights 

Upon the provision for payment of the Series 2016 Bonds or a portion thereof as specified in the Bond 
Indenture, the optional redemption provisions (but not the extraordinary optional redemption provisions) of the 
Bond Indenture allowing such Series 2016 Bonds to be called for redemption prior to maturity upon proper notice 
(notwithstanding provision for the payment of such Series 2016 Bonds having been made through a date after the 
first optional redemption date) shall remain available to the Authority, upon direction of the Corporation, unless, in 
connection with making a deposit for the payment of such Series 2016 Bonds, the Authority, at the direction of the 
Corporation, shall have irrevocably elected to waive any future right to call such Series 2016 Bonds or portions 
thereof for redemption prior to maturity.  No such redemption shall occur, however, unless the Corporation shall 
deliver on behalf of the Authority to the Bond Trustee (a) Defeasance Obligations and/or cash sufficient to discharge 
such Series 2016 Bonds (or portion thereof) on the redemption date or dates selected, (b) an opinion of a recognized 
independent certified public accountant or verification expert verifying that such Defeasance Obligations, together 
with the expected earnings thereon, and/or cash will be sufficient to provide for the payment of such Series 2016 
Bonds to the redemption dates, and (c) an Opinion of Bond Counsel to the effect that such earlier redemption will 
not, in and of itself, adversely affect any exclusion from gross income for purposes of federal income tax purposes to 
which interest on the Series 2016 Bonds would otherwise be entitled.  The Bond Trustee will give written notice of 
any such redemption to the owners of the Series 2016 Bonds affected thereby. 
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Mandatory Redemption 

The Series 2016 Bonds maturing December 1, 2041 and 2046, respectively, are subject to partial 
mandatory redemption through the operation of a sinking fund on the dates and in the amounts specified below plus 
accrued interest to the redemption date: 

Redemption Date 
December 1 Principal Amount 

2037 $7,280,000 
2038 7,650,000 
2039 8,045,000 
2040 8,455,000 
2041 (maturity) 8,890,000 

 
 

Redemption Date 
December 1 Principal Amount 

2042 $9,295,000 
2043 9,675,000 
2044 10,070,000 
2045 10,485,000 
2046 (maturity) 10,910,000 

 
 

The Bond Trustee shall, if requested to do so by the Corporation not less than 60 days in advance of the 
redemption date referred to above, reduce the amount subject to mandatory redemption as described in the preceding 
paragraph by the principal amount of outstanding Series 2016 Bonds of the same maturity acquired by the 
Corporation or any other member of the Obligated Group and delivered to the Bond Trustee for cancellation or 
acquired by the Bond Trustee and cancelled, which have not previously been used for such a reduction. 

Optional Redemption 

The Series 2016 Bonds maturing on or after December 1, 2026 are callable for redemption prior to maturity 
in the event the Corporation exercises its option to prepay the Series 2016 Obligation in an amount sufficient to 
redeem all or a portion of the Series 2016 Bonds then outstanding.  Subject to the provisions of the Bond Indenture, 
if called for redemption as a result of an optional prepayment on the Series 2016 Obligation, the Series 2016 Bonds 
maturing on or after December 1, 2026 shall be subject to redemption by the Authority (upon direction of the 
Corporation pursuant to the Loan Agreement) on or after November 1, 2026 (the “Par Call Date”) in whole or in part 
on any date at a redemption price equal to 100% of the principal amount of the Series 2016 Bonds being redeemed 
plus the full amount of the unpaid interest which has accrued on the Series 2016 Bonds and will accrue to the date 
the Series 2016 Bonds are so redeemed. 

The Series 2016 Bonds maturing on or after December 1, 2026 and prior to December 1, 2036, may be 
redeemed, in whole or in part at any time prior to the Par Call Date at the “Make Whole Redemption Price” equal to 
the greater of (i) one hundred two percent (102%) of the Amortized Value (as defined herein) of the Series 2016 
Bonds to be redeemed; or (ii) an amount equal to the sum of the present values of the remaining scheduled payments 
of principal and interest on the Series 2016 Bonds to be redeemed, from and including the date of redemption to the 
Par Call Date, discounted to the date on which the Series 2016 Bonds are to be redeemed on a semiannual basis, at a 
discount rate equal to the Applicable Tax-Exempt Bond Rate (as defined herein) to the Par Call Date. 

“Amortized Value” means the principal amount of the Series 2016 Bonds to be redeemed multiplied by the 
price of such Series 2016 Bonds expressed as a percentage, calculated based on the industry standard method of 
calculating bond prices, with a delivery date equal to the date of redemption, a maturity date equal to the redemption 
date of such Series 2016 Bonds and a yield equal to the original offering yield of such Series 2016 Bonds. 
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“Applicable Tax-Exempt Bond Rate” means the “Interpolated AAA Yields” rate for the Par Call Date as 
published by the Municipal Market Data (MMD) at least five calendar days, but not more than 45 calendar days, 
prior to the redemption date of the Series 2016 Bonds to be redeemed.  If no such rate is established for the 
applicable year, the “Interpolated AAA Yields” rate for the published maturities most closely corresponding to the 
applicable year will be determined, and the Applicable Tax-Exempt Bond Rate will be interpolated from those rates 
on a straight-line basis.  Should the MMD no longer publish the “Interpolated AAA Yields” rate, then the 
Applicable Tax-Exempt Bond Rate will equal the “Consensus Scale” rate for the applicable year as published by 
Municipal Market Advisors (MMA).  In the further event that MMA no longer publishes the “Consensus Scale”, the 
Applicable Tax-Exempt Bond Rate will be determined by J.P. Morgan Securities LLC or a successor determined by 
the Corporation, as the quotation agent, based upon the rate per annum equal to the semiannual equivalent yield to 
maturity for those tax-exempt general obligation bonds rated in the highest rating category by Moody’s Investors 
Service. Inc. and Standard & Poor’ s Ratings Services, with a maturity date equal to the Par Call Date of such Series 
2016 Bonds having characteristics (other than the ratings) most comparable to those of such Series 2016 Bonds in 
the judgment of the quotation agent.  The quotation agent’s determination of the Applicable Tax-Exempt Bond Rate 
shall be final and binding in the absence of manifest error. 

Extraordinary Redemption 

The Series 2016 Bonds are callable for redemption at a price equal to 100% of the principal amount of the 
Series 2016 Bonds being redeemed plus the full amount of the unpaid interest which has accrued on the Series 2016 
Bonds and will accrue to the date the Series 2016 Bonds are redeemed, in whole or in part on any Business Day, 
upon the occurrence of damage to or destruction of the Facilities (as defined in APPENDIX C) of any member of 
the Obligated Group or any part thereof or condemnation or sale consummated under threat of condemnation of the 
Facilities or any part thereof, of any member of the Obligated Group if the net proceeds of the insurance, 
condemnation or sale received in connection therewith exceeds 5% of the combined fund balances of the members 
of the Obligated Group at the end of the most recent fiscal year for which audited financial statements are available 
but only to the extent of the funds provided for in the Master Indenture.  See “SUMMARY OF THE MASTER 
INDENTURE, SERIES 2016 SUPPLEMENT AND MORTGAGE - Damage, Destruction and Condemnation” in 
APPENDIX C hereto. 

Purchase in Lieu of Redemption; Mandatory Tender for Purchase 

The Authority and, by their acceptance of the Series 2016 Bonds, the bondholders, irrevocably grant to the 
Corporation and any assigns of the Corporation with respect to this right, the option to purchase, at any time and 
from time to time, any Series 2016 Bond that is subject to optional redemption pursuant to the provisions described 
under “THE SERIES 2016 BONDS - Optional Redemption,” on the date on which the Series 2016 Bond would 
otherwise be redeemed, at a purchase price equal to the optional redemption price therefor.  To exercise such option, 
the Corporation shall give the Bond Trustee a written request exercising such option within the time period specified 
in the Bond Indenture and the Loan Agreement as though such written request were a written request of the 
Authority for redemption, and the Bond Trustee shall thereupon give the bondholders of the Series 2016 Bonds to be 
purchased notice of such mandatory tender and purchase in the same manner as a notice of redemption specified 
under “THE SERIES 2016 BONDS - Notice of Redemption or Purchase in Lieu.” The purchase of such Series 2016 
Bonds shall be mandatory and enforceable against the bondholders and bondholders will not have the right to retain 
their Series 2016 Bonds.  On the date fixed for purchase pursuant to any exercise of such option, the Corporation 
shall pay or cause to be paid the purchase price of the Series 2016 Bonds then being purchased to the Bond Trustee 
in immediately available funds on the purchase date, and the Bond Trustee shall pay the same to the sellers of such 
Series 2016 Bonds against delivery thereof.  Following such purchase, the Bond Trustee shall cause such Series 
2016 Bonds to be registered in the name of the Corporation or its nominee or as otherwise directed by the 
Corporation and shall deliver them to the Corporation or its nominee or as otherwise directed by the Corporation.  In 
the case of the purchase of less than all of the Series 2016 Bonds, the particular Bonds to be purchased shall be 
selected in accordance with the Bond Indenture.  No purchase of the Series 2016 Bonds pursuant to the provisions 
described in this paragraph shall operate to extinguish the indebtedness of the Authority evidenced thereby.  
Notwithstanding the foregoing, no purchase shall be made pursuant to the provisions described in this paragraph 
unless the Corporation shall have delivered to the Bond Trustee and the Authority concurrently with such purchase 
an Opinion of Bond Counsel to effect that such purchase and any resale thereof will not adversely affect the validity 
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of the Series 2016 Bonds or any exclusion from gross income for federal income tax purposes to which interest on 
the Series 2016 Bonds would otherwise be entitled. 

Notice of Redemption or Purchase in Lieu of Redemption 

When any Series 2016 Bonds are to be redeemed or purchased in lieu of redemption, the Bond Trustee will 
mail the notice required by the Bond Indenture by registered or certified mail to the Registered Owner of each Series 
2016 Bond which will be redeemed or purchased in whole or in part at the address for the Registered Owner shown 
in the Registration Books.  The notice will be mailed at least 30 days but not more than 60 days prior to the date 
fixed for the redemption or purchase of the Series 2016 Bonds.  Except for a mandatory redemption through the 
operation of a sinking fund described under the heading “THE SERIES 2016 BONDS - Mandatory Redemption,” 
such notice of redemption or purchase shall also state that any redemption or purchase in lieu of redemption, as 
applicable, is conditional on funds being on deposit with the Bond Trustee on the applicable redemption or purchase 
date and that failure to make such a deposit shall not constitute an Event of Default under the Bond Indenture.  If 
sufficient funds are not so deposited by such date, such Series 2016 Bonds shall not be subject to redemption or 
purchase and the holders thereof shall have the same rights as if no such notice had been given.  In such event, the 
Bond Trustee shall promptly give notice thereof to the Registered Owners of such Series 2016 Bonds by first class 
mail, postage prepaid.   

Failure to give a notice of redemption or purchase or a defect in it does not affect (a) the validity of any 
proceedings for the redemption or purchase of a Series 2016 Bond if the Registered Owner of it receives actual 
notice of the redemption or purchase from any source or (b) the validity of the proceedings for the redemption or 
purchase of any Series 2016 Bonds for which proper notice was given.  If any Series 2016 Bonds have been called 
for redemption or purchase but have not been presented to the Bond Trustee for payment within 60 days after the 
date set for the redemption or purchase of the Series 2016 Bonds, the Bond Trustee agrees in the Bond Indenture to 
send to the Registered Owners of those Series 2016 Bonds a second notice of redemption or purchase.  The 
foregoing notwithstanding, so long as the Book-Entry System is in place, notices will only be given to Cede & Co.  
See “BOOK-ENTRY SYSTEM.” 

Partial Redemption 

In the case of any extraordinary and optional partial redemption, the Series 2016 Bonds must be redeemed 
in authorized denominations and in an aggregate principal amount of not less than $5,000 and, in the amounts and of 
the maturities or portions thereof designated by the Corporation or, if the Corporation has not provided adequate 
direction within 45 days of the redemption date (or such shorter period as is acceptable to the Bond Trustee), in the 
inverse of the order of their maturity (less than all of the Series 2016 Bonds of a single maturity to be selected 
randomly by lot using such method as may be designated by the Bond Trustee) and each Series 2016 Bond having a 
principal amount greater than a minimum denomination being treated as if each portion equal to a minimum 
denomination were a separate Series 2016 Bond. 

SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2016 BONDS 

General 

The Series 2016 Bonds are limited obligations of the Authority and are payable solely from (i) payments or 
prepayments to be made on the Series 2016 Obligation, (ii) payments under the Loan Agreement (other than the 
Authority’s fees and expenses and the Authority’s right to indemnification in certain circumstances), (iii) certain 
money and investments and the income from the temporary investment thereof held by the Bond Trustee under the 
Bond Indenture, (iv) amounts realized upon recourse to the Master Indenture which are available pursuant to the 
Master Indenture to pay amounts due on the Series 2016 Obligation, and (v) under certain circumstances, proceeds 
from certain insurance and condemnation awards and sale proceeds.  Certain moneys deposited with the Bond 
Trustee will be held in a Rebate Fund established pursuant to an agreement between the Corporation, the Authority 
and the Bond Trustee.  Amounts held in the Rebate Fund are not part of the “trust estate” pledged to secure the 
Series 2016 Bonds and consequently will not be available to make payments on the Series 2016 Bonds. 
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Possible Release of Mortgage; Amendments to Master Indenture 

The obligations of each Member of the Obligated Group under the Master Indenture currently are secured 
by (i) a uniform commercial code security interest in the Pledged Revenues (as defined in APPENDIX C) of each 
Member and (ii) a mortgage on the Corporation’s leasehold interest in certain real property leased by the 
Corporation, as provided in an Amended and Restated Mortgage dated as of November 1, 2004 from the 
Corporation to the Master Trustee, as previously supplemented and as being supplemented by a Sixth Supplement to 
Amended and Restated Mortgage dated as of May 1, 2016 (as so supplemented, the “Mortgage”) between the 
Corporation and the Master Trustee, which Sixth Supplement is being entered into in connection with the issuance 
of the Series 2016 Bonds.  See “BONDHOLDERS’ RISKS – Certain Other Matters Relating to Security for the 
Series 2016 Bonds.”  Upon the occurrence of certain conditions described herein, the Mortgage may be released 
subsequent to the issuance and delivery of the Series 2016 Bonds. 

The release of the Mortgage requires the consent of the holders of 100% in aggregate principal amount of 
the Obligations outstanding under the Master Indenture and the consent of each of the Series 2008B Credit Facility 
Provider, the Lender and the Direct Purchase Bank.  Generally, the bond trustee for each series of outstanding bonds 
is deemed the holder of the related Obligation.  The Bond Trustee is deemed the holder of the Series 2016 
Obligations.  Upon the issuance of the Series 2016 Bonds and the application of the proceeds thereof, approximately 
$285,888,000 in aggregate principal amount of Obligations will be outstanding under the Master Indenture, 
including $157,805,000 of the Series 2016 Obligations.  By purchasing the Series 2016 Bonds, the holders of the 
Series 2016 Bonds will be deemed to have consented to the release of the Mortgage and, as a result, the Bond 
Trustee, as the holder of the Series 2016 Obligation, will consent to such release.  As noted above, the release of 
the Mortgage also require the consent of each of the Series 2008B Credit Facility Provider, the Lender and the 
Direct Purchase Bank.  There can be no assurance as to whether or when all of those consents will be provided.  
Until the conditions are satisfied, the Mortgage will continue to apply to all outstanding Obligations, including the 
Series 2016 Obligation. 

Amendments to the Master Indenture.  The Corporation has proposed certain amendments to the Master 
Indenture.  By purchasing the Series 2016 Bonds, the holders and the beneficial owners of the Series 2016 
Bonds will be deemed to have consented to the amendments to the Master Indenture. Those amendments are 
reflected in the summary of the Master Indenture attached as APPENDIX C. 

The Loan Agreement 

The rights of the Authority in and to the Series 2016 Obligation, the amounts payable thereon and the 
amounts payable to the Authority under the Loan Agreement (other than the Authority’s fees and expenses and the 
Authority’s right to indemnification in certain circumstances) have been assigned to the Bond Trustee to provide for 
and to secure the payment of principal of, premium, if any, and interest on the Series 2016 Bonds.  The Corporation 
agrees under the Loan Agreement to make its payments on the Series 2016 Obligation directly to the Bond Trustee. 

The Loan Agreement imposes certain restrictions on the Corporation’s actions for the benefit of the 
Authority and the holders of the Series 2016 Bonds.  See “SUMMARY OF BOND INDENTURE AND LOAN 
AGREEMENT” in APPENDIX D. 

The Master Indenture and the Series 2016 Obligation 

The following is a brief description of certain terms of the Master Indenture.  Unless otherwise described, 
terms describing the Master Indenture under this caption shall also describe the amendments to the Master Indenture 
described herein.  Terms used under this caption and not otherwise defined shall have the meanings set forth in 
APPENDIX C.  See APPENDIX C for a more complete description of the terms of the Master Indenture, including 
certain restrictions imposed on the Obligated Group’s actions for the benefit of all holders of Obligations issued 
under the Master Indenture.  Such terms include, among others, restrictions on the incurrence of Indebtedness, 
restrictions on Liens on the Credit Group’s Property, but only to the extent that such Liens secure Indebtedness, and 
provisions governing the transfer of Property.   



 

-15- 

Payments on the Series 2016 Obligation pledged under the Bond Indenture are an obligation of the 
Corporation jointly and severally guaranteed by any future Member of the Obligated Group.  Notwithstanding 
uncertainties as to enforceability of the covenant of each Member of the Obligated Group in the Master Indenture to 
be jointly and severally liable for each Obligation (as described under “BONDHOLDERS’ RISKS – Enforceability 
of Certain Covenants in the Master Indenture”), the accounts of the Corporation, its consolidated subsidiaries, and 
any future Members of the Obligated Group will be combined for financial reporting purposes and will be used in 
determining whether various covenants and tests contained in the Master Indenture are met. 

The Series 2016 Obligation is an obligation of the Corporation jointly and severally guaranteed by any 
future Member of the Obligated Group and secured by a uniform commercial code security interest in Pledged 
Revenues (as defined in APPENDIX C) of each Member of the Obligated Group.  In addition, the Series 2016 
Obligation is secured by the Mortgage.  See “BONDHOLDERS’ RISKS – Certain Other Matters Relating to 
Security for the Series 2016 Bonds.”  Under certain conditions specified in the Master Indenture, Members of the 
Obligated Group may issue additional Obligations, which additional Obligations will not be pledged under the Bond 
Indenture, but will be equally and ratably secured by the Master Indenture with the Series 2016 Obligation.  Upon 
the issuance of the Series 2016 Bonds and after taking into account the refunding of the Refunded Bonds, the Series 
2008A Obligation, the Series 2008B Obligation, the Series 2010 Obligation, the Series 2013 Obligations and the 
Series 2014 Obligations shall remain outstanding under the Master Indenture.  In addition, the Master Indenture 
permits such additional Obligations to be secured by security in addition to that provided for the Series 2016 
Obligation, including liens on certain property of Members of the Obligated Group, or letters or lines of credit or 
insurance or security interests in depreciation reserve, debt service or interest reserve or debt service or similar 
funds.  In addition, the Master Indenture permits each Member of the Obligated Group to issue other indebtedness 
and to enter into guaranties, all upon the terms and conditions specified therein.  See APPENDIX C for a description 
of certain terms of the Master Indenture, including those which impose restrictions on actions of the Obligated 
Group for the benefit of all holders of Obligations issued under the Master Indenture.  The Master Indenture 
provides that Supplemental Master Indentures pursuant to which one or more series of Obligations entitled to 
additional security is issued may provide for such amendments to the provisions of the Master Indenture, including 
the provisions thereof relating to the exercise of remedies upon the occurrence of an event of default, as are 
necessary to provide for such security and to permit realization upon such security solely for the benefit of the 
Obligations entitled thereto. 

ESTIMATED SOURCES AND USES OF FUNDS 

The following table sets forth the estimated sources and uses of funds of the Series 2016 Bonds necessary 
to accomplish the refunding of the Refunded Bonds. 

Sources of Funds: 
Principal Amount of Series 2016 Bonds ....................................................................... $157,805,000.00
Net Original Issue Premium ..........................................................................................  19,296,039.10
Trustee-Held Funds .......................................................................................................  7,332,171.18
Total Sources .................................................................................................................  $184,433,210.28

 
Uses of Funds: 

Defeasance of Refunded Bonds(1) ..................................................................................  $  76,895,931.40
Deposit to Project Fund .................................................................................................  100,061,863.80

   Capitalized Interest ........................................................................................................    5,905,179.87
Costs of Issuance(2) ........................................................................................................  1,570,235.21
Total Uses ......................................................................................................................  $184,433,210.28
   

(1) Equal to the amount needed to (i) pay the principal of the Refunded Bonds on each scheduled payment date 
through and including December 1, 2018 and the interest on the Refunded Bonds to and excluding 
December 1, 2018 and (ii) redeem those Refunded Bonds maturing on December 1, 2019 and thereafter, at 
a redemption price equal to 100% of par plus accrued interest thereon, on December 3, 2018. 

(2) Includes underwriter’s compensation, legal fees and other costs of issuance. 
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ANNUAL DEBT SERVICE REQUIREMENTS 

The following table sets forth, for each fiscal year of the Corporation ending June 30, the amount required 
to be deposited by the Corporation for the payment of principal of the Series 2016 Obligation and the other long- 
term indebtedness of the Corporation at maturity or by mandatory sinking fund redemption and the payment of 
interest thereon.  See “DEBT SERVICE COVERAGE” below for certain calculations of coverage of debt service of 
the Corporation. 

Fiscal  
Year Ending Series 2016 Obligation Other Debt Aggregate 

June 30 Principal  Interest Service(1) Debt Service 
        

2016 -  -  $ 14,837,667  $ 14,837,667 
2017 $  2,025,000  $  7,370,381  10,798,897  20,194,278 
2018 2,230,000  6,927,700  10,796,121  19,953,821 
2019 2,310,000  6,848,050  11,301,197  20,459,247 
2020 2,415,000  6,741,475  9,767,450  18,923,925 
2021 2,545,000  6,617,475  9,758,475  18,920,950 
2022 2,675,000  6,486,975  7,433,865  16,595,840 
2023 2,820,000  6,349,600  7,433,179  16,602,779 
2024 2,885,000  6,206,975  7,252,280  16,344,255 
2025 1,485,000  6,097,725  8,164,734  15,747,459 
2026 790,000  6,044,300  9,221,089  16,055,389 
2027 1,015,000  6,017,850  9,596,379  16,629,229 
2028 1,575,000 5,968,325  9,681,938  17,225,263 
2029 1,710,000 5,886,200  9,668,941  17,265,141 
2030 1,860,000 5,796,950  9,650,999  17,307,949 
2031 2,025,000 5,699,825  9,622,972  17,347,797 
2032 2,185,000 5,594,575  9,609,554  17,389,129 
2033 2,350,000 5,504,700  9,585,303  17,440,003 
2034 2,465,000 5,432,475  9,579,640  17,477,115 
2035 11,065,000 5,118,875  1,313,763  17,497,638 
2036 11,640,000 4,551,250  805,606  16,996,856 
2037 6,980,000 4,146,825  -  11,126,825 
2038 7,280,000 3,851,400  -  11,131,400 
2039 7,650,000 3,478,150  -  11,128,150 
2040 8,045,000 3,085,775  -  11,130,775 
2041 8,455,000 2,673,275  -  11,128,275 
2042 8,890,000 2,239,650  -  11,129,650 
2043 9,295,000 1,831,500  -  11,126,500 
2044 9,675,000 1,452,100  -  11,127,100 
2045 10,070,000 1,057,200  -  11,127,200 
2046 10,485,000 646,100  -  11,131,100 
2047 10,910,000 218,200  -  11,128,200 

Total $157,805,000  $145,941,856 $185,880,047 $489,626,903 

      
 
(1) The table above includes debt service on the aggregate outstanding principal amounts of the Series 2008A 

Obligation (excluding the expected principal and interest amount of the Refunded Bonds), the Series 2008B 
Obligation, the Series 2010 Obligation, the Series 2013 Obligations and the Series 2014 Obligations.  The 
Series 2008B Bonds are assumed to bear interest at a rate of 3.558% per annum which takes into account 
an existing interest rate swap transaction, and other unhedged variable rate debt is assumed to bear interest 
at 3.00% per annum. For a description of such interest rate swap transaction, see “BONDHOLDERS’ 
RISKS – Interest Rate Swap and Other Hedge Risk” herein.  This table is not presented on a basis 
consistent with the provisions of the Master Indenture. 
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BONDHOLDERS’ RISKS 

The following is a discussion of certain risks that could affect payments to be made with respect to the 
Series 2016 Bonds.  Such discussion is not exhaustive, should be read in conjunction with all other parts of this 
Official Statement and should not be considered as a complete description of all risks that could affect such 
payments.  Prospective purchasers of the Series 2016 Bonds should analyze carefully the information contained in 
this Official Statement, including the Appendices hereto, and additional information in the form of the complete 
documents summarized herein, copies of which are available as described in this Official Statement. 

General 

The Series 2016 Bonds will be special limited obligations of the Authority, payable solely from the 
revenues derived from the Corporation under the Loan Agreement and from the Obligated Group on the Series 2016 
Obligation pledged under the Bond Indenture.  No representation or assurance can be made that revenues will be 
realized by the Corporation or any future Member of the Obligated Group in amounts sufficient to pay principal of, 
and premium, if any, and interest on, the Series 2016 Bonds when due. 

None of the provisions of the Bond Indenture, the Loan Agreement or the Master Indenture that have been 
heretofore described nor any other provisions, covenants, terms and conditions of the Bond Indenture, the Loan 
Agreement or the Master Indenture will afford the Bondholders any assurance that the obligations of the 
Corporation or the Obligated Group will be paid as and when due, if the financial condition of the Corporation or the 
Obligated Group deteriorates to the point where the Corporation or the Obligated Group is unable to pay its debts as 
they come due or the Corporation or the Obligated Group otherwise becomes insolvent. 

The ability of the Corporation to meet its obligations under the Loan Agreement and the ability of the 
Corporation and any future member of the Obligated Group to meet its obligations on the Series 2016 Obligation 
may be limited by many factors.  Among other things, educational, research and health care institutions are subject 
to laws and regulations administered by federal, state and local authorities.  Changes in such laws or regulations in 
the future, particularly in laws and regulations relating to state support of the Corporation or reimbursement under 
the Medicaid programs, could adversely affect the operations or financial results of the Corporation. 

The Corporation is subject to a wide variety of federal and state regulatory actions and legislative and 
policy changes by those governmental and private agencies that administer Medicare, Medicaid and other payors 
and are subject to actions by, among others, the Centers for Medicare & Medicaid Services (“CMS”) of the U.S. 
Department of Health and Human Services (“DHHS”) and other federal, state and local government agencies.  The 
future financial condition of the Corporation could be adversely affected by, among other things, changes in the 
method and amount of payments to the Corporation by governmental and nongovernmental payors, the financial 
viability of these payors, increased competition from other health care entities, the costs associated with responding 
to governmental audits, inquiries and investigations, demand for health care, other forms of care or treatment, 
changes in the methods by which employers purchase health care for employees, capability of management, changes 
in the structure of how health care is delivered and paid for (e.g., accountable care organizations and other health 
reform payment mechanisms), future changes in the economy, demographic changes, availability of physicians, 
nurses and other health care professionals, and malpractice claims and other litigation.  These factors and others may 
adversely affect payment by the Corporation under the Loan Agreement and, consequently, on the Series 2016 
Bonds.  In addition, the tax-exempt status of the Corporation could be adversely affected by, among other things, an 
adverse determination by a governmental entity or non-compliance with governmental regulations or legislative 
changes which could adversely affect the Series 2016 Bonds, including the tax-exempt status of the Series 2016 
Bonds. 

Significant Risk Areas Summarized 

Certain of the primary risks associated with the operations of the Corporation are briefly summarized in 
general terms below and are explained in greater detail in subsequent sections.  The occurrence of one or more of 
these risks could have a material adverse effect on the financial condition and results of operations of the 
Corporation and, in turn, the ability of the Corporation and other future Members of the Obligated Group to make 
payments under the Loan Agreement and the Series 2016 Obligation. 
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Federal Health Care Reform and Deficit Reduction.  The Patient Protection and Affordable Care Act 
(“ACA”) was enacted in March 2010.  The constitutionality of the ACA has been challenged in courts around the 
country.  In June 2012, the U.S. Supreme Court upheld most provisions of the ACA, including an “individual 
mandate” (which began in 2014, generally requiring individuals to have a certain amount of health insurance 
coverage or pay a penalty), while limiting the power of the federal government to penalize states for refusing to 
expand Medicaid.  In June 2015, the U.S. Supreme Court in its decision in King v. Burwell upheld Treasury 
Regulation 26 C.F.R. § 1.36B-2(a)(1), issued under the ACA, stating that health insurance exchange purchasers can 
receive tax-credit subsidies, regardless of whether the purchase is made through a federal or state-operated 
exchange. 

The ACA addresses almost all aspects of hospital and provider operations and health care delivery, and has 
changed and is changing how health care services are covered, delivered, and reimbursed.  These changes will result 
in new payment models with the risk of lower health care provider reimbursement from Medicare, utilization 
changes, increased government enforcement and the necessity for health care providers to assess, and potentially 
alter, their business strategy and practices, among other consequences.  While most providers will receive reduced 
payments for care, millions of previously uninsured Americans may have coverage.  “Health insurance exchanges” 
could fundamentally alter the health insurance market and negatively impact health care providers, enabling insurers 
to aggressively negotiate rates.  Federal deficit reduction efforts will likely curb federal Medicare and Medicaid 
spending further to the detriment of hospitals, physicians and other health care providers.  See “Health Care 
Reform” below. 

General Economic Conditions, Bad Debt, Indigent Care and Investment Performance.  Health care 
providers are affected by the economic environment in which they operate.  To the extent that employers reduce 
their workforces or budgets for employee health care coverage or private and public insurers seek to reduce 
payments to health care providers or curb utilization of health care services, health care providers may experience 
decreases in insured patient volume and reductions in payments for services.  In addition, to the extent that state, 
county or city governments are unable to provide a safety net of medical services, pressure is applied to local health 
care providers to increase free care.  Furthermore, economic downturns and lower funding of Medicare and state 
Medicaid and other federal and state health care programs may increase the number of patients who are unable to 
pay for their medical and hospital services.  These conditions may give rise to increases in health care providers’ 
uncollectible accounts, or “bad debt,” and, consequently, to reductions in operating income.  Declines in investment 
portfolio values may reduce or eliminate non-operating revenues.  Losses in pension and benefit funds may result in 
increased funding requirements.  Potential failure of lenders, insurers or vendors may negatively affect the results of 
operations and the overall financial condition of health care providers.  Philanthropic support may also decrease or 
be delayed.  For a discussion of these risks with regard to the Corporation’s recent results of operations and changes 
in unrestricted net assets and performance of the Corporation’s investments, see “FINANCIAL INFORMATION—
Investments” in APPENDIX A. 

Rate Pressure from Insurers and Purchasers.  Certain health care markets, including many communities 
in which the Corporation operates, are strongly affected by large health insurers and, in some cases, by major 
purchasers of health services.  In those areas, health insurers may have significant influence over the rates, 
utilization and competition of hospitals and other health care providers.  Rate pressure imposed by health insurers or 
other major purchasers, including managed care payors, as well as from state agencies, may have a material adverse 
impact on health care providers, particularly if major purchasers put increasing pressure on payors to restrain rate 
increases.  Business failures by health insurers also could have a material adverse impact on contracted hospitals and 
other health care providers in the form of payment shortfalls or delay, and continuing obligations to care for 
managed care patients without receiving payment.  In addition, disputes with non-contracted payors may result in an 
inability to collect billed charges from these payors. 

Capital Needs vs. Capital Capacity.  Hospital and other health care operations are capital intensive.  
Regulation, technology and expectations of physicians and patients require constant and often significant capital 
investment.  Total capital needs may exceed capital capacity. 

State Medicaid Programs.  While state Medicaid programs are rarely as important to hospitals and other 
health care provider financial results as the Medicare program, they nevertheless constitute an important payor 
source to many hospitals and other health care providers.  These programs often pay hospitals and other health care 
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providers at levels that are substantially below the actual cost of the care provided.  As Medicaid is partially funded 
by states, adverse financial conditions within a state may cause lower funding levels and/or payment delays.  This 
could have a material adverse impact on hospitals and other health care providers. 

Increasing Consumer Choice.  Hospitals and other health care providers face increased pressure to be 
transparent and provide information about cost and quality of services.  As consumers and others make choices 
about where to receive health care services based upon reports about cost and quality, certain hospitals and other 
health care providers could experience a loss of business. 

Costs and Restrictions from Governmental Regulation.  Nearly every aspect of hospital operations and 
health care delivery is regulated, in some cases by multiple agencies of government.  The level and complexity of 
regulation and compliance audits appear to be increasing, imposing greater operational limitations, enforcement and 
liability risks, and significant and sometimes unanticipated costs. 

Government “Fraud” Enforcement and Audits.  “Fraud” in government funded health care programs is 
a significant concern of federal and state regulatory agencies overseeing health care programs and is one of the 
federal government’s prime law enforcement priorities.  The federal government and, to a lesser degree, state 
governments impose a wide variety of extraordinarily complex and technical requirements intended to prevent over-
utilization based on economic inducements, misallocation of expenses, overcharging and other forms of “fraud” in 
the Medicare and Medicaid programs, as well as other state and federally-funded health care programs.  This body 
of regulation affects a broad spectrum of hospital and other health care provider commercial activity, including 
billing, accounting, recordkeeping, medical staff oversight, physician contracting and recruiting, cost allocation, 
clinical trials, discounts and other functions and transactions. 

Violations and alleged violations may be deliberate, but also frequently occur in circumstances where 
management is unaware of the conduct in question, as a result of mistake, or where the individual participants do not 
know that their conduct is in violation of law.  Violations may occur and be prosecuted in circumstances that do not 
have the traditional elements of fraud, and enforcement actions may extend to conduct that occurred in the past.  
Violations may carry significant sanctions.  The government periodically conducts widespread investigations and 
audits, covering categories of services or certain accounting or billing practices. 

Violations and Sanctions.  The government and/or private “whistleblowers” often pursue aggressive 
investigative and enforcement actions.  The government has a wide array of civil, criminal, monetary and other 
penalties, including the suspension of essential hospital and other health care provider payments from the Medicare 
or Medicaid programs, or exclusion from those programs.  Aggressive investigation tactics, negative publicity and 
threatened penalties can be, and often are, used to force health care providers to enter into monetary settlements in 
exchange for releases of liability for past conduct, as well as agreements imposing prospective restrictions and/or 
mandated compliance requirements on health care providers.  Such negotiated settlement terms may have a 
materially adverse impact on hospital and other health care provider operations, financial condition, results of 
operations and reputation.  Multi-million dollar fines and settlements for alleged intentional misconduct, fraud or 
false claims are not uncommon in the health care industry.  These risks are generally uninsured.  Government 
enforcement and private whistleblower suits may increase in the hospital and health care sector.  Many large 
hospital and other health care provider systems are likely to be adversely affected. 

Personnel Shortage.  From time to time, shortages of physicians and nursing and other technical personnel 
occur, which may have their primary impact on hospitals and health care systems.  Various studies have predicted 
that physician and nurse shortages will become more acute over time, as practitioners retire and patient volume 
exceeds the growth in new professionals.  Shortages of other professional and technical staff such as pharmacists, 
therapists, laboratory technicians and others may occur.  Hospital operations, patient and physician satisfaction, 
financial condition and future growth could be negatively affected by personnel shortages, resulting in a material 
adverse impact on hospitals and health care systems. 

Technical and Clinical Developments.  New clinical techniques and technology, as well as new 
pharmaceutical and genetic developments and products, may alter the course of medical diagnoses and treatments in 
ways that are currently unanticipated, and that may dramatically change medical and hospital care.  These could 
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result in higher health care costs, reductions in patient populations, lower utilization of hospital service and new 
sources of competition for hospitals. 

Labor Costs and Disruption.  The delivery of health care services is labor intensive.  Labor costs, 
including salary, benefits and other liabilities associated with the workforce, have a significant impact on hospital 
and health care provider operations and financial condition.  Hospital and health care employees are increasingly 
organized in collective bargaining units and may be involved in work actions of various kinds, including work 
stoppages and strikes.  Overall costs of the hospital workforce and turnover are high.  Pressure to recruit, train and 
retain qualified employees is expected to accelerate.  These factors may materially increase hospital costs of 
operation.  Workforce disruption may negatively affect hospital revenues and reputation.  See “EMPLOYEES” in 
APPENDIX A. 

Pension and Benefit Funds.  As large employers, hospitals, colleges and other health care providers may 
incur significant expenses to fund pension and benefit plans for employees and former employees, and to fund 
required workers’ compensation benefits.  Plans are often underfunded, or may become underfunded and funding 
obligations in some cases may be erratic or unanticipated and may require significant commitments of available cash 
needed for other purposes. See Note 17 in APPENDIX B for additional information concerning MCW’s pension 
program. 

Medical Liability Litigation and Insurance.  Medical liability litigation is subject to public policy 
determinations and legal and procedural rules that may be altered from time to time, with the result that the 
frequency and cost of such litigation, and resultant liabilities, may increase in the future.  Health systems may be 
affected by negative financial and liability impacts on physicians.  Costs of insurance, including self-insurance, may 
increase dramatically. 

Interest Rate Swaps and Hedge Risk.  Interest rate swaps, executed in connection with certain tax-
exempt bonds, have experienced negative trading patterns, causing many to cease to function effectively to hedge 
interest rate exposure.  Some swap counterparties have ceased to exist and others have suffered repeated rating 
downgrades and negative market perception.  Further, certain swap arrangements may not be terminable except 
upon the payment of termination fees by the borrowing party, which may be substantial in amount.  In the interim, 
negative mark-to-market valuation of certain swap arrangements must be recorded on a borrower’s balance sheet.  
These factors may have a material adverse impact on hospitals and health systems involved in such financial 
arrangements.  For a discussion of the interest rate swap agreements that the Corporation has entered into, see 
“FINANCIAL INFORMATION” in APPENDIX A. 

Construction Risks.  Construction projects are subject to a variety of risks, including but not limited to 
delays in issuance of required building permits or other necessary approvals or permits, including environmental 
approvals, strikes, shortages of materials and labor, and adverse weather conditions.  Such events could delay 
project completion and use.  Cost overruns may occur due to change orders, delays in the construction schedule, 
scarcity of building materials and labor, and other factors.  Cost overruns could cause the costs of any project to 
exceed available funds. See “FACILITIES AND PROJECT—The Project” in APPENDIX A. 

Facility Damage.  Hospitals and other health care providers are highly dependent on the condition and 
functionality of their physical facilities.  Damage from earthquakes, floods, fires, other natural causes, deliberate 
acts of destruction, or various facilities system failures may have a material adverse impact on operations, financial 
conditions and results of operations. 

Impact of Market Turmoil and General Economic Factors 

The disruption of the credit and financial markets has resulted in volatility in the securities markets, 
significant losses in investment portfolios, increased business failures and consumer and business bankruptcies.  In 
response to this disruption of the credit and financial markets, federal legislation was enacted, including the 
Recovery Act, the Dodd-Frank Act and the BCA (each defined below). 
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The health care sector has been adversely affected by the disruption of the credit and financial markets.  
Nationally, as unemployment has adversely affected certain regions, patient service revenues and inpatient volumes 
have not increased as historic trends would otherwise indicate.  Reduced employment and personal income have 
resulted in increases in self-pay admissions, increased levels of bad debt and uncompensated care, reduced demand 
for elective procedures, and reduced availability and affordability of health insurance.  The last recession also 
increased stresses on the budget of the State, which could potentially result in reductions in Medicaid payment rates 
or increases in Medicaid eligibility standards, and delays of payment of amounts due under Medicaid and other state 
or local payment programs. 

In July 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”) 
was enacted in an effort to stabilize the credit and financial markets.  Additional legislation is under active 
consideration by Congress and regulatory action is being considered by various federal agencies and the Federal 
Reserve Board and foreign governments which are intended to increase the regulation of financial institutions and 
domestic and global credit and securities markets.  The continued effects of these legislative, regulatory and other 
governmental actions, including the Dodd-Frank Act, upon the Corporation and, in particular upon its access to 
capital markets and their investment portfolios, cannot be predicted. 

Debt Limit Increase 

Through legislation, the federal government has created a debt “ceiling” or limit on the amount of debt that 
may be issued by the United States Treasury.  In the past several years, political disputes have arisen within the 
federal government in connection with discussions concerning the authorization for an increase in the federal debt 
ceiling.  Any failure by Congress to increase the federal debt limit may impact the federal government’s ability to 
incur additional debt, pay its existing debt instruments and to satisfy its obligations relating to the Medicare and 
Medicaid programs. 

Corporation management is unable to determine at this time what impact any future failure to increase the 
federal debt limit may have on the operations and financial condition of the Corporation, although such impact may 
be material.  Additionally, the market price or marketability of the Series 2016 Bonds in the secondary market may 
be materially adversely impacted by any failure to increase the federal debt limit. 

Federal Budget Cuts 

The Budget Control Act of 2011 (the “BCA”) mandated significant reductions and spending caps on the 
federal budget for fiscal years 2012-2021. The BCA also created a Joint Select Committee on Deficit Reduction (the 
“Super Committee”) to develop a plan to further reduce the federal deficit by $1.5 trillion on or before 
November 23, 2011.  Because the Super Committee failed to act, the BCA mandated that a 2% reduction in 
Medicare spending, among other reductions, would take effect on January 2, 2013. 

The American Taxpayer Relief Act of 2012 (“ATRA”) postponed this scheduled reduction until March 1, 
2013.  CMS implemented the 2% reductions for all Medicare Parts A and B claims with dates-of-service or dates-of-
discharge on or after April 1, 2013, and for all payments made to Medicare Advantage Organizations (“MAOs”), 
Part D plans and other programs (including Managed Care Organizations) with enrollment periods beginning on or 
after April 1, 2013.   

While the budget agreement offers limited relief from sequestration cuts for certain defense and non-
defense spending for federal fiscal years 2014 and 2015, the budget agreement does not extend relief to 
sequestration reductions impacting Medicare.  The 2% reduction to Medicare providers and insurers will continue at 
least through March 31, 2016 for Medicare Fee-For-Service program claims with dates of service or dates of 
discharge on or after April 1, 2013, subject to additional Congressional action.  Also, certain commercial Medicare 
Advantage plans are passing this reduction on to health care providers.  The budget agreement achieves new savings 
for the federal government by extending sequestration for mandatory programs, including Medicare, through federal 
fiscal year 2023. 
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On November 2, 2015, the President signed into law the Bipartisan Budget Act of 2015 (the “BBA”), 
increasing the budget caps imposed by the BCA for fiscal years 2016 and 2017 and authorizing $80 billion in 
increased spending over the two years. The BBA also suspends the limit on the federal government’s debt until 
March 2017. 

It is possible that Congress will take action to eliminate some or all of the reductions in the future and any 
Congressional action could be made retroactive in order to eliminate some or all of the cuts even to the extent they 
were imposed.  However, there is no certainty that Congress will take any action.  Absent further Congressional 
action, these automatic spending cuts will become permanent.  Because Congress may make changes to the budget 
in the future, it is impossible to predict the impact any spending cuts may have upon the Corporation.  Similarly, it is 
impossible to predict whether any automatic reductions to Medicare may be triggered in lieu of other spending cuts 
that may be proposed by Congress.  If and to the extent Medicare and/or Medicaid spending is reduced under either 
scenario, this may have a material adverse effect upon the financial condition of the Corporation.  Ultimately, these 
reductions or alternatives could have a disproportionate impact on hospital providers and could have an adverse 
effect on the financial condition of the Corporation, which could be material. 

Health Care Reform; Medicare; Medicaid 

As a result of the ACA, substantial changes have occurred and are anticipated to occur in the United States 
health care system.  The ACA is impacting the delivery of health care services, the financing of health care costs, 
reimbursement of health care providers and the legal obligations of health insurers, providers, employers and 
consumers.  Some of the provisions of the ACA took effect immediately or within a few months of final approval, 
while others were or will be phased in over time, ranging from one year to ten years.  Because of the complexity of 
the ACA generally, additional legislation may be considered and enacted over time.  The ACA has also required, 
and will continue to require, the promulgation of substantial regulations with significant effects on the health care 
industry.  Thus, the health care industry is the subject of significant new statutory and regulatory requirements and 
consequently to structural and operational changes and challenges for a substantial period of time. The full 
ramifications of the ACA may also become apparent only over time and through later regulatory and judicial 
interpretations.  Portions of the ACA have already been limited and nullified as a result of legislative amendments 
and judicial interpretations and future actions may further change its impact.  The uncertainties regarding the 
implementation of the ACA create unpredictability for the strategic and business planning efforts of health care 
providers, which in itself constitutes a risk. 

The changes in the health care industry brought about by the ACA may have both positive and negative 
effects, directly and indirectly, on the nation’s hospitals and other health care providers, including the Corporation.  
For example, the projected increase in the numbers of individuals with health care insurance occurring as a 
consequence of Medicaid expansion, creation of health insurance exchanges, subsidies for insurance purchase and 
the penalty on certain individuals who do not purchase insurance could result in lower levels of bad debt and 
increased utilization or profitable shifts in utilization patterns for hospitals.  However, the extent to which Medicaid 
expansion, which is now optional on a state by state basis, is either not pursued or results in a shifting of significant 
numbers of commercially-insured individuals to Medicaid, or health insurance options on exchanges are limited or 
unaffordable, as well as the cost containment measures and pilot programs that the ACA requires, may offset these 
benefits.  A negative impact to the hospital industry overall will likely result from scheduled cumulative reductions 
in Medicare payments; such reductions are substantial.  The legislation’s cost-cutting provisions to the Medicare 
program include reduction in Medicare market basket updates to hospital reimbursement rates under the inpatient 
prospective payment system, additional reductions to or elimination of Medicare reimbursement for certain patient 
readmissions and hospital-acquired conditions, as well as anticipated reductions in rates paid to Medicare managed 
care plans that may ultimately be passed on to providers.  Industry experts also expect that government cost 
reduction actions may be followed by private insurers and payors.  Because a significant portion of net patient 
service revenue of the Corporation is from Medicare spending, the reductions may have a material impact, and could 
offset any positive effects of the ACA.  See also “—Patient Service Revenues—Medicare” below and 
“FINANCIAL INFORMATION—Payor Mix” in APPENDIX A. 

Health care providers could be further subjected to decreased reimbursement as a result of implementation 
of recommendations of the Independent Payment Advisory Board (“IPAB”).  The ACA directs the IPAB to make 
recommendations to reduce Medicare cost growth if such growth exceeds legislated targets.  The IPAB’s 
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recommended reductions will be automatically implemented unless Congress adopts alternative legislation that 
meets equivalent savings targets.  While hospitals are largely exempted from the recommendations from the IPAB, 
the impact on providers may filter up to hospitals, and industry experts also expect that government cost reduction 
actions may be followed by private insurers and payors.  The IPAB was to begin submitting its annual 
recommendations no later than January 15, 2014, however, President Obama has not yet appointed the members of 
the IPAB.  Additionally, the Chief Actuary of CMS has concluded that the projected Medicare per capita growth 
rate has not yet exceeded the target growth rate and there will be no need for IPAB activity at least through 2016.  In 
June 2015, the House of Representatives voted to repeal the IPAB, although the Senate has not yet approved the 
legislation. 

Beginning in 2014, the ACA created state “health insurance exchanges” in which health insurance can be 
purchased by certain groups and segments of the population, expanded the availability of subsidies and tax credits 
for premium payments by some consumers and employers, and required that certain terms and conditions be 
included by commercial insurers in contracts with providers.  As of November 13, 2015, 16 states have implemented 
health insurance exchanges.  In addition, the ACA imposed many new obligations on states related to health 
insurance.  It is unclear how the increased federal oversight of state health care may affect future state oversight or 
affect the Corporation.  The health insurance exchanges may have positive impact for hospitals by increasing the 
availability of health insurance to individuals who were previously uninsured.  Conversely, employers or individuals 
may shift their purchase of health insurance to new plans offered through the exchanges, which may or may not 
reimburse providers at rates equivalent to rates the providers currently receive.  The exchanges could alter the health 
insurance markets in ways that cannot be predicted, and exchanges might, directly or indirectly, take on a rate-
setting function that could negatively impact providers.  Because the exchanges are still so new, the effects of these 
changes upon the financial condition of any third party payor that offers health insurance, rates paid by third-party 
payors to providers and, thus, the revenues of the Corporation, and upon the operations, results of operations and 
financial condition of the Corporation, cannot be predicted. 

Healthcare.gov, the health care exchange website created by the federal government under the provisions of 
the ACA, launched on October 1, 2013.  The website is designed to allow residents of states, which opted not to 
create their own state exchanges or to enter into a partnership with the federal government to purchase health 
insurance or qualify for Medicaid coverage.  The website faced serious technical problems on its launch and for a 
period thereafter, making it difficult for individuals to purchase health insurance.  Under the ACA, uninsured 
Americans had until March 31, 2014, to purchase insurance through the health care exchanges or other venues, or 
face a financial penalty. 

Additionally, the administration delayed the effective date of certain aspects of the ACA such as the 
requirement that businesses with more than 50 employees provide health insurance to their workers or pay a penalty, 
of which the deadline was delayed to January 1, 2015 for employers with 100 or more full-time employees and 
January 1, 2016 for employers with 50 to 99 full-time employees.  In response to difficulties faced by individuals 
who received cancellation notices regarding plans that that did not meet the coverage requirements for the ACA, the 
administration has granted those individuals an exception from the ACA’s individual mandate, which requires 
individuals to have health insurance or face a penalty for tax year 2014.  Those individuals may now obtain 
catastrophic coverage, which is basic coverage generally available to those under 30 or who meet a hardship 
exemption; the administration announced that it is granting a “hardship exemption” to individuals whose plans were 
cancelled and might be having difficulty paying for standing coverage.  Similarly, delaying the ACA adjusted 
community rating provisions for grandfathered small group plans temporarily stabilizes renewal rates for many 
small employers with young, healthy employees in many markets.  But when this delay expires, many of these small 
employers will receive significant rate increases as they are moved toward an average “community” rate. 

High deductible insurance plans have become more common in recent years, and the ACA is expected to 
encourage the increase in high deductible insurance plans as the health care exchanges include a variety of plans, 
several of which offer lower monthly premiums in return for higher deductibles.  Many plans offered on the 
exchanges have high deductibles.  High deductible plans may contribute to lower inpatient volumes as patients may 
forgo or choose less expensive medical treatment to avoid having to pay the costs of the high deductibles.  There is 
also a potential concern that some patients with high deductible plans will not be able to pay their medical bills as 
they may not be able to cover their high deductible. 
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The ACA will likely affect some health care organizations differently from others, depending, in part, on 
how each organization adapts to the ACA’s emphasis on directing more federal health care dollars to integrated 
provider organizations and providers with demonstrable achievements in quality care.  The ACA proposes a value-
based purchasing system for hospitals under which a percentage of payments will be contingent on satisfaction of 
specified performance measures related to common and high-cost medical conditions, such as cardiac, surgical and 
pneumonia care. The ACA also funds various demonstration programs and pilot projects and other voluntary 
programs to evaluate and encourage new provider delivery models and payment structures, including “accountable 
care organizations” and bundled provider payments. The outcomes of these projects and programs, including the 
likelihood of being made permanent or expanded or their effect on health care organizations’ revenues or financial 
performance cannot be predicted. 

The ACA is projected to expand access to Medicaid and the scope of services covered thereunder.  With 
respect to access, Medicaid is expected to cover all individuals with incomes of less than 138% of the federal 
poverty level.  The law also allows states, beginning in 2014, to expand Medicaid eligibility to non-elderly, non-
pregnant individuals who are not otherwise eligible for Medicare, if they have incomes of less than 138% of the 
federal poverty level. To assist states with the cost of covering such newly eligible individuals, the federal 
government will pay 100% of the new cost for a limited number of years. Thereafter, the cost share is expected to 
decrease to 90%.  However, as stated above, the U.S. Supreme Court’s decision made the decision to expand 
Medicaid an option for each state.  In the event a state chooses not to participate in the expanded Medicaid program, 
the net effect of the reforms in the ACA could be significantly reduced.  Additionally, Medicaid reimbursement rates 
differ by state and the effect of expanded Medicaid enrollment must be determined on a state-by-state basis. 

The ACA contains amendments to existing criminal, civil and administrative anti-fraud statutes and 
increases in funding for enforcement and efforts to recoup prior federal health care payments to providers.  Under 
the ACA, a broad range of providers, suppliers and physicians are required to adopt a compliance and ethics 
program.  While the government has already increased its enforcement efforts, failure to implement certain core 
compliance program features provides new opportunities for regulatory and enforcement scrutiny, as well as 
potential liability if an organization fails to prevent or identify improper federal health care program claims and 
payments.  See also “—Regulatory Environment” below. 

Efforts to repeal provisions of the ACA are from time to time pending in Congress. In June 2012, the U.S. 
Supreme Court upheld most provisions of the ACA, including the requirement that individuals maintain health 
insurance.  The ACA is subject to further judicial interpretations.  For example, in June 2015, the Supreme Court 
ruled in King v. Burwell that health insurance subsidies under the ACA would be available in all states, including 
those with a federally-facilitated health insurance exchange.  In November 2015, the BBA repealed a provision of 
the ACA which would require employers that offer one or more health benefits plans and have more than 200 full-
time employees to automatically enroll new full-time employees in a health plan. At this time it is not possible to 
predict the outcomes of any legislative attempts to repeal or amend the ACA or any judicial interpretations of the 
ACA. 

Management of the Corporation has analyzed the ACA and will continue to do so in order to assess the 
effects of the legislation and evolving regulations on current and projected operations, financial performance and 
financial condition.  However, management of the Corporation cannot predict with any reasonable degree of 
certainty or reliability any interim or ultimate effects of the legislation. 

Patient Service Revenues 

Net patient revenues realized by the Corporation are derived from a variety of sources and will vary among 
the individual practice locations serviced by the Corporation and also among the various market areas and regions in 
which the services are performed.  Certain facilities and regions may realize substantially more revenues from 
private payment programs, such as managed care organizations, than do others. 

A substantial portion of the net patient service revenues of the Corporation is derived from third-party 
payors which pay for the services provided to patients covered by third parties for services.  These third-party payors 
include the federal Medicare program, state Medicaid programs and private health plans and insurers, including 
health maintenance organizations and preferred provider organizations.  Many of those programs make payments to 
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the Corporation in amounts that may not reflect the direct and indirect costs of the Members of providing services to 
patients. 

The financial performance of the Corporation has been and could be in the future adversely affected by the 
financial position or the insolvency or bankruptcy of or other delay in receipt of payments from third-party payors 
that provide coverage for services to their patients. 

Medicaid Program 

Medicaid is the commonly used name for the combined federal and state program designed to reimburse 
providers for care given to medically indigent patients, funded by federal and state appropriations, and administered 
by the various states. 

Health care providers have been and will be affected significantly by changes in the last several years in 
federal health care laws and regulations affecting Medicaid.  The Medicaid payment system varies from state to 
state.  Amounts paid to health care providers under Medicaid are frequently lower than the cost of providing the 
service.  While federal law imposes certain basic requirements on the individual Medicaid plans developed by the 
states, each state has developed its own Medicaid payment system.  Significant changes have been and may be made 
in the Medicaid program which could result in substantial reductions in Medicaid revenue to the Corporation. 

The Wisconsin Department of Health and Family Services administers the Wisconsin Medicaid program.  
For some services, the Corporation may negotiate with the Wisconsin Medicaid program to determine the amount of 
reimbursement for patient care services.  Since a portion of the Medicaid program’s costs are paid by the state, the 
absolute level of Medicaid revenues paid to the Corporation, as well as the timeliness of their receipt, may be 
affected by the financial condition of and budgetary factors facing Wisconsin and other states.  The actions that the 
states could take with regard to reducing Medicaid expenditures to accommodate any budgetary shortfalls may 
include changing the method of payment, changing eligibility requirements for Medicaid recipients, and delaying 
actual payments due.  Any such action taken by the state could adversely affect the financial condition of the 
Corporation. 

For the fiscal year ended June 30, 2015, Medicaid payments represented approximately 12% of the 
Corporation’s total patient service payments before provision for bad debt expense.  See “FINANCIAL 
INFORMATION—Payor Mix” in APPENDIX A. 

Medicare Program 

Beginning in federal fiscal year 2012 and thereafter, the ACA provides for “market basket” adjustments 
based on overall national economic productivity statistics calculated by the Bureau of Labor Statistics.  This 
adjustment is currently anticipated to result in an approximately 1% additional reduction to the “annual market 
basket” update. 

From October 1, 2010 through September 30, 2019, payments under the Medicare Advantage programs 
will be reduced, which may result in increased premiums or out-of-pocket costs to Medicare beneficiaries enrolled 
in Medicare Advantage plans.  Those beneficiaries may terminate their participation in those plans and opt for the 
traditional Medicare fee-for-service program.  The reduction in payments to Medicare Advantage programs may 
also lead to decreased payments to providers by managed care companies operating Medicare Advantage programs, 
depending on the contractual arrangement between the Medicare Advantage program and the provider.  All or any 
of these outcomes could have a disproportionately negative effect upon those providers with relatively high 
dependence upon Medicare Advantage program revenues. 

Components of the American Recovery and Reinvestment Act of 2009 (the “Recovery Act”), provided for 
Medicare and Medicaid incentive payments that began in 2011 to providers meeting designated deadlines for the 
installation and use of electronic health information systems.  For those providers failing to meet a 2016 deadline, 
Medicare payments will be significantly reduced. 
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For the fiscal year ended June 30, 2015, Medicare payments represented approximately 10% of the 
Corporation’s total patient service payments before provision for bad debt expense.  See “FINANCIAL 
INFORMATION—Payor Mix” in APPENDIX A. 

Sustainable Growth Rate Formula.  The sustainable growth rate (“SGR”) formula, a limit on the growth 
of Medicare payments for physician services, was linked to changes in the U.S. Gross Domestic Product over a ten-
year period.  SGR targets were compared to actual expenditures in order to determine subsequent physician fee 
schedule updates.  Use of the SGR in determining physician fee schedule updates was widely criticized as an 
unworkable formula.  On April 16, 2015, President Obama signed a bill into law, the Medicare Access and CHIP 
Reauthorization Act of 2015, which ended use of the SGR. The measure went into effect in July 2015. 

Medicare and Medicaid Audits.  Providers that participate in the Medicare and Medicaid programs are 
subject from time to time to audits and other investigations relating to various aspects of their operations and billing 
practices, as well as to retroactive audit adjustments to reimbursements claimed under these programs.  Medicare 
and Medicaid regulations also provide for withholding reimbursement payments in certain circumstances.  New 
billing rules and reporting requirements for which there is no clear guidance from CMS or state Medicaid agencies 
could result in claims submissions being considered inaccurate.  The penalties for violations may include an 
obligation to refund money to the Medicare or Medicaid program, payment of criminal or civil fines and, for serious 
or repeated violations, exclusion from participation in federal health programs. 

Authorized by the Health Insurance Portability and Accountability Act of 1996 (“HIPAA”), the Medicare 
Integrity Program (“MIP”) was established to deter fraud and abuse in the Medicare program.  Funded separately 
from the general administrative contractor program, the MIP allows CMS to enter into contracts with outside entities 
and insure the “integrity” of the Medicare program. These entities, Medicare zone program integrity contractors 
(“ZPICs”), formerly known as program safeguard contractors, are contracted by CMS to review claims and medical 
charts, both on a prepayment and post-payment basis, conduct cost report audits and identify cases of suspected 
fraud.  ZPICs have the authority to deny and recover payments as well as to refer cases to the Office of Inspector 
General.  ZPICs have the ability to compile claims data from multiple sources in order to analyze the complete 
claims histories of beneficiaries for inconsistencies. 

Medicare audits may result in reduced reimbursement or repayment obligations related to past alleged 
overpayments and may also delay Medicare payments to providers pending resolution of the appeals process.  The 
ACA explicitly gives DHHS the authority to suspend Medicare and Medicaid payments to a provider or supplier 
during a pending investigation of fraud.  The ACA also amended certain provisions of the federal False Claims Act 
to include retention of overpayments as a false claim.  It also added provisions respecting the timing of the 
obligation to identify, report and reimburse overpayments.   

State Children’s Health Insurance Program.  The State Children’s Health Insurance Program (“SCHIP”) 
is a federally funded insurance program for families which are financially ineligible for Medicaid, but cannot afford 
commercial health insurance.  The CMS administers SCHIP, but each state creates its own program based upon 
minimum federal guidelines.  SCHIP insurance is provided through private health plans contracting with the state. 

Each state must periodically submit its SCHIP plan to CMS for review to determine if it meets the federal 
requirements.  If it does not meet the federal requirements, a state can lose its federal funding for the program. 

Wisconsin received approval for a new five-year waiver from the federal government effective January 1, 
2014 through December 31, 2018, to operate BadgerCare, a managed care delivery system for low income children 
and adults funded by the SCHIP and Medicaid programs.  Wisconsin uses federal funds to cover individuals and 
children that meet the required federal poverty level guidelines, and state funds to cover all other uninsured children. 

Private Health Plans and Managed Care.  Most private health insurance coverage is provided by various 
types of “managed care” plans, including health maintenance organizations (“HMOs”) and preferred provider 
organizations (“PPOs”) that generally use discounts and other economic incentives to reduce or limit the utilization 
of or payment for health care services.  Medicare and Medicaid also purchase health care using managed care 
options.  Payments to health care organizations from managed care plans typically are lower than those received 
from traditional indemnity or commercial insurers. 
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In many markets, managed care plans have replaced indemnity insurance as the primary source of non-
governmental payment for health care services, and health care organizations must be capable of attracting and 
maintaining managed care business, often on a regional basis.  Regional coverage and aggressive pricing may be 
required.  However, it is also essential that contracting health care organizations be able to provide the contracted 
services without significant operating losses, which may require multiple forms of cost containment. 

Many HMOs and PPOs currently pay providers on a negotiated fee-for-service basis or on a fixed rate per 
day of care, or a fixed rate per hospital stay, which, in each case, usually is discounted from the usual and customary 
charges for the care provided.  As a result, the discounts offered to HMOs and PPOs could, in some cases, result in 
payment to a provider that is less than its actual cost.  Additionally, the volume of patients directed to a provider 
may vary significantly from projections, and changes in the utilization may be dramatic and unexpected, thus 
jeopardizing the provider’s ability to manage this component of revenue and cost. 

Some HMOs employ a “capitation” payment method under which health care organizations are paid a 
predetermined periodic rate for each enrollee in the HMO who is “assigned” or otherwise directed to receive care 
from a particular organization.  The health care organization may assume financial risk for the cost and scope of 
institutional care given.  If payment is insufficient to meet the health care organization’s actual costs of care, or if 
utilization by such enrollees materially exceeds projections, the financial condition of the health care organization 
could erode rapidly and significantly.  In addition to this standard managed care risk sharing approach, private health 
insurance companies are increasingly adopting various additional risk sharing/cost containing measures, sometimes 
similar to those introduced by government payors.  Providers may expect health care cost containment and its 
associated risk sharing to continue to increase in the coming years amongst all payors. 

Often, HMO contracts are enforceable for a stated term, regardless of losses by the health care organization 
and may require health care organizations to care for enrollees for a certain time period, regardless of whether the 
HMO is able to pay the health care organization.  The Corporation from time to time has disputes with HMOs, PPOs 
and other managed care payors concerning payment and contract interpretation issues.  Such disputes may result in 
mediation, arbitration or litigation.  Management of the Corporation expects that these types of issues ultimately will 
be resolved, sometimes through renegotiation or termination of the contract. 

For the fiscal year ended June 30, 2015, commercial insurance accounted for approximately 43% of total 
patient service payments of the Corporation.  Under these contractual agreements with these various commercial 
insurance companies, the Corporation has agreed to perform covered health care services at predetermined rates.  
Payment arrangements include discounted charges and fee for schedule based payments.  There is no assurance that 
the Corporation will maintain existing commercial insurance contracts or obtain other similar contracts, in the 
future.  Failure to maintain such contracts could have the effect of reducing the Corporation’s market share.  See 
“FINANCIAL INFORMATION—Payor Mix” in APPENDIX A. 

With implementation of the ACA, substantial numbers of employers may elect to discontinue employer-
funded medical care for employees eligible for federal assistance in securing private insurance, and the employees 
could then chose health insurance under the health insurance exchanges.  Individuals choosing their own coverage 
may become highly price sensitive, which could increase the number of enrollees in HMO plans and increase the use 
of capitation, making price negotiations with HMO and other insurance plans more difficult. 

Failure to maintain contracts could have the effect of reducing a health care organization’s market share 
and net patient service revenues.  Conversely, participation may result in lower net income if participating 
organizations are unable to adequately contain their costs.  In part to reduce costs, health plans are increasingly 
implementing, and offering to purchasing employers, tiered provider networks, which involve classification of a 
plan’s network providers into different tiers based on care quality and cost.  With tiered benefit designs, plan 
enrollees are generally encouraged, through incentives or reductions in copayments or deductibles, to seek care from 
providers in the top tier.  Classification of a provider in a non-preferred or lower tier by a significant payor may 
result in a material loss of volume.  The new demands of dominant health plans and other shifts in the managed care 
industry may also reduce patient volume and revenue.  Thus, managed care poses one of the most significant 
business risks (and opportunities) the Corporation faces. 



 

-28- 

Dependence Upon Third-Party Payors 

A significant portion of the Corporation’s patient care service revenues are derived from third-party payors.  
The payors reimburse or pay the Corporation for the services provided to patients covered by such third parties for 
such services.  Third-party payors include Medicare, Medicaid, private health plans and commercial insurers, 
including health maintenance organizations and preferred provider organizations.  Many third-party payors 
reimburse health care providers at rates other than the charges of the provider.  In most cases, most third-party payor 
rates are not based on the actual costs incurred in providing services to such patients.  Accordingly, there can be no 
assurance that payments made under such programs will be adequate to cover the Corporation’s actual costs.  In 
addition, the Corporation is legally bound to accept the amounts paid by Medicare and Medicaid as payment in full.  
Amounts received by the Corporation under the Medicare and Medicaid programs are subject to audit by 
governmental agencies.  Such audits determine whether Medicare and Medicaid reimbursements for patient care 
services were reasonable, allowable and documented in accordance with state and federal regulations.  Although the 
management of the Corporation believes that the Corporation is in material compliance with all Medicare and 
Medicaid reimbursement requirements, any determination that it is not in compliance could adversely affect the 
revenues of the Corporation. 

The Corporation’s ability to develop and expand its services and, therefore, profitability, is dependent upon 
its ability to enter into contracts with third-party payors at competitive rates.  There can be no assurance that it will 
be able to attract third-party payors, and where it does, no assurance can be given that it will be able to contract with 
such payors on advantageous terms.  The inability of the Corporation to contract with a sufficient number of such 
payors on advantageous terms could have a material adverse effect on the Corporation’s future operations and 
financial results. 

Regulatory Environment 

Negative Rankings Based on Clinical Outcomes, Cost, Quality, Patient Satisfaction and Other 
Performance Measures.  Health plans, Medicare, Medicaid, employers, trade groups and other purchasers of health 
services, private standard-setting organizations and accrediting agencies increasingly are using statistical and other 
measures in efforts to characterize, publicize, compare, rank and change the quality, safety and cost of health care 
services provided by hospitals and other health care providers.  The ACA shifts payments from paying for volume to 
paying for value, based on various health outcome measures.  Published rankings such as “score cards,” “pay for 
performance” and other financial and non-financial incentive programs are being introduced to affect the reputation 
and revenue of hospitals, the members of their medical staffs and other providers and to influence the behavior of 
consumers and providers such as the Corporation.  Currently prevalent are measures of quality based on clinical 
outcomes of patient care, reduction in costs, patient satisfaction and investment in health information technology.  
Measures of performance set by others that characterize a hospital or other provider negatively may adversely affect 
its reputation and financial condition. 

Civil and Criminal Fraud and Abuse Laws and Enforcement.  Health care “fraud and abuse” laws have 
been enacted at the federal and state levels to regulate broadly the provision of services to government program 
beneficiaries and the methods and requirements for submitting claims for services rendered to the beneficiaries.  
Under these laws, hospitals and others, including providers, can be penalized for a wide variety of conduct, 
including submitting claims for services that are not provided, billing in a manner that does not comply with 
government requirements or including inaccurate billing information, billing for services deemed to be medically 
unnecessary, or billing accompanied by certain proscribed inducements to utilize or refrain from utilizing a service 
or product. 

Federal and state governments have a broad range of criminal, civil and administrative sanctions available 
to penalize and remediate health care fraud, including the exclusion of a provider from participation in the 
Medicare/Medicaid programs, civil monetary penalties, and suspension of Medicare/Medicaid payments.  Fraud and 
abuse cases may be prosecuted by one or more government entities and/or private individuals, and more than one of 
the available sanctions may be, and often are, imposed for each violation. 
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Laws governing fraud and abuse may apply to a health care organization and to nearly all individuals and 
entities with which a health care organization does business.  Fraud investigations, audits, settlements, prosecutions 
and related publicity can have a material adverse effect on health care organizations.  Major elements of these often 
highly technical laws and regulations are generally summarized below. 

The ACA authorizes the Secretary of DHHS to exclude a provider’s participation in Medicare and 
Medicaid, as well as suspend payments to a provider pending an investigation or prosecution of a credible allegation 
of fraud against the provider. 

False Claims Act.  The federal False Claims Act (“FCA”) makes it illegal to knowingly submit or present 
a false, fictitious or fraudulent claim to the federal government.  A person may be charged with knowledge of the 
falsity of a claim based not only on actual knowledge but also based on deliberate ignorance or reckless disregard of 
the relevant facts.  Due to the broad range of conduct covered by the statute, FCA investigations and cases are 
common and may cover a range of activity from intentionally inflated billings, to highly technical billing infractions, 
to allegations of inadequate care.  Damages under the FCA may include “treble damages” (i.e., damages up to three 
times the amount of the false claims) plus civil monetary penalties of up to $11,000 per false claim.  As a result, 
violation or alleged violations of the FCA frequently result in settlements that require multi-million dollar payments 
and corporate integrity agreements.  The FCA also permits individuals to initiate civil actions on behalf of the 
government in lawsuits called “qui tam” actions.  Qui tam plaintiffs, or “whistleblowers,” can share in the damages 
recovered by the government or recover independently if the government does not participate.  The FCA has 
become one of the government’s primary weapons against health care fraud.  FCA violations or alleged violations 
could lead to settlements, fines, exclusion or reputation damage that could have a material adverse impact on 
providers. 

Under the ACA, the FCA has been expanded to include overpayments that are discovered by a health care 
provider and are not promptly refunded to the applicable federal health care program, even if the claims relating to 
the overpayment were initially submitted without any knowledge that they were false.  This expansion of the FCA 
exposes hospitals and other health care providers to liability under the FCA for a considerably broader range of 
claims than in the past. 

Anti-Kickback Law.  The federal “Anti-Kickback Law” is a criminal statute that prohibits anyone from 
soliciting, receiving, offering or paying any remuneration, directly or indirectly, overtly or covertly, in cash or in 
kind, in return for a referral (or to induce a referral) for any item or service that is paid by any federal or state health 
care program.  The Anti-Kickback Law potentially applies to many common health care transactions between 
persons and entities with which a hospital does business, including hospital-physician joint ventures, medical 
director agreements, physician recruitment agreements, physician office leases and other transactions. 

Violations or alleged violations of the Anti-Kickback Law may result in settlements that require multi-
million dollar payments and onerous corporate integrity agreements.  The Anti-Kickback Law can be prosecuted 
either criminally or civilly.  A criminal violation may be prosecuted as felony, subject to a fine of up to $250,000 for 
each act (which may be each item or each bill sent to a federal program), imprisonment and/or exclusion from the 
Medicare and Medicaid programs.  In addition, civil monetary penalties of $10,000 per item or service in 
noncompliance (which may be each item or each bill sent to a federal program) or an “assessment” of three times 
the amount claimed may be imposed.  In addition, violations of the Anti-Kickback Law are increasingly being 
prosecuted under the FCA, triggering the FCA penalties discussed above.   

Wisconsin has an anti-kickback law that applies only to the Medicaid program.  Wisconsin also has a “fee 
splitting” law which broadly prohibits physicians from giving or receiving any fee for sending, referring or 
otherwise inducing a person to communicate with another physician and from receiving any fee for professional 
services not actually rendered. 

The Corporation has in place policies and a corporate compliance program (the “Compliance Program”) 
that management of the Corporation believes will effectively reduce its exposure for Anti-Kickback Law and FCA 
violations.  However, because the government’s enforcement efforts presently are widespread within the industry, 
there can be no assurance that the Compliance Program will significantly reduce or effectively eliminate the 
Corporation’s exposure. 
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Stark Law.  The federal “Stark” statute prohibits the referral by a physician of Medicare and Medicaid 
patients for certain designated health services (including inpatient and outpatient hospital services, clinical 
laboratory services, and radiation and other imaging services) to entities with which the referring physician has a 
financial relationship unless that relationship fits within a Stark exception.  It also prohibits a hospital furnishing the 
designated services from billing Medicare, or any other payor or individual for services performed pursuant to a 
prohibited referral.  The government does not need to prove that the entity knew that the referral was prohibited to 
establish a Stark violation.  If certain technical requirements of an exception are not satisfied, many ordinary 
business practices and economically desirable arrangements between hospitals and physicians constitute “financial 
relationships” within the meaning of the Stark statute, thus triggering the prohibition on referrals and billing.  Most 
providers of designated health services with physician relationships have exposure to liability under the Stark 
statute. 

Medicare may deny payment for all services performed based on a prohibited referral and a hospital that 
has billed for prohibited services may be obligated to refund the amounts collected from the Medicare program.  As 
a result, even relatively minor, technical violations of the law may trigger substantial refund obligations.  Moreover, 
if the violations of the Stark statute were knowing, the government may also seek civil monetary penalties of up to 
$15,000 per claim, and, in some cases, a hospital may be excluded from the Medicare and Medicaid programs.  In 
addition, violations of the Stark statute are increasingly being prosecuted under the FCA, triggering the FCA 
penalties discussed above.  Potential repayments to CMS, settlements, fines or exclusion for a Stark violation or 
alleged violation could have a material adverse impact on a hospital. 

CMS has established a voluntary self-disclosure program under which hospitals and other entities may 
report Stark violations and seek a reduction in potential refund obligations.  However, the program is relatively new 
and therefore it is difficult to determine at this point in time whether it will provide significant monetary relief to 
hospitals that discover inadvertent Stark law violations.  Management believes that the Corporation is in material 
compliance with Stark.  Because of the lack of regulatory guidance and the scarcity of case law interpreting Stark, 
there can be no assurances that, in the future, the Corporation will not be found to have violated Stark. 

State “Fraud” and “False Claims” Laws.  Providers in the State also are subject to a variety of state laws 
related to false claims (similar to the FCA or that are generally applicable false claims laws), anti-kickback (similar 
to the federal Anti-Kickback Law or that are generally applicable anti-kickback or fraud laws), and physician 
referral (similar to the Stark statute).  These prohibitions while similar in public policy and scope to the federal laws 
have not in all instances been avidly enforced to date.  However, in the future they could pose the possibility of 
material adverse impact for the same reasons as the federal statutes.  See “False Claims Act,” “Anti-Kickback Law” 
and “Stark Law” above. 

Antitrust.  Antitrust liability may arise in a wide variety of circumstances, including medical staff privilege 
disputes, payor contracting, physician relations, joint ventures, merger, affiliation and acquisition activities, certain 
pricing or salary setting activities, as well as other areas of activity.  The application of the federal and state antitrust 
laws to health care is evolving (especially as the ACA is implemented), and therefore not always clear.  Currently, 
the most common areas of potential liability are joint action among providers with respect to payor contracting and 
medical staff credentialing disputes.  From time to time, the Corporation is or may be involved with all of the types 
of activities described above, and the management of the Corporation cannot predict when or to what extent liability, 
if any, may arise.  Liability in any of these or other trade regulation areas may be substantial, depending upon the 
facts and circumstances of each case. 

Violation of the antitrust laws could result in criminal and/or civil enforcement proceedings by federal and 
state agencies, as well as actions by private litigants.  In certain actions, private litigants may be entitled to treble 
damages, and in others, governmental entities may be able to assess substantial monetary fines. 

Patient Records and Patient Confidentiality.  HIPAA addresses the confidentiality of individuals’ health 
information.  Disclosure of certain broadly defined protected health information is prohibited unless expressly 
permitted under the provisions of the HIPAA statute and regulations or authorized by the patient.  HIPAA’s 
confidentiality provisions extend not only to patient medical records, but also to a wide variety of health care clinical 
and financial settings where patient privacy restrictions often impose new communication, operational, accounting 
and billing restrictions.  These add costs and create potentially unanticipated sources of legal liability. 
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HIPAA imposes civil monetary penalties for violations and criminal penalties for knowingly obtaining or 
using individually identifiable health information.  The civil penalties range from $1,000 to $1,500,000 per claim, 
depending on the nature of the conduct underlying the violation, with a maximum penalty of $1,500,000 per year for 
each type of violation.  The criminal penalties include imprisonment for up to 10 years. 

HIPAA provides sanctions for health care fraud and applies to all health care benefit programs, whether 
public or private.  HIPAA also provides for punishment of a health care provider for knowingly and willfully 
embezzling, stealing, converting or intentionally misapplying any money, funds, or other assets of a health care 
benefit program.  A health care provider convicted of health care fraud could be subject to mandatory exclusion 
from Medicare. 

The HITECH Act.  Provisions in the Health Information Technology for Economic and Clinical Health 
Act (the “HITECH Act”), enacted as part of the Recovery Act, increase the maximum civil monetary penalties for 
violations of HIPAA and grant enforcement authority of HIPAA to state attorneys general.  The HITECH Act also 
(i) extends the reach of HIPAA beyond “covered entities,” (ii) imposes a breach notification requirement on HIPAA 
covered entities, (iii) further limits certain uses and disclosures of individually identifiable health information, and 
(iv) restricts covered entities’ marketing communications.  Management of the Corporation does not anticipate that 
compliance with the HITECH Act will have a material adverse effect on the operations of the Corporation. 

The breach notification obligation, in particular, may expose covered entities such as hospitals to 
heightened liability.  Under the HITECH Act, in the event of a data privacy breach, covered entities are required to 
notify affected individuals and the federal government.  If more than 500 individuals are affected by the breach, 
(i) the covered entity must also notify the media and (ii) the federal government posts a description of the breach on 
its website.  These reporting obligations increase the risk of government enforcement as well as class action 
lawsuits, especially if large numbers of individuals are affected by a breach. 

The HITECH Act also established programs under Medicare and Medicaid to provide incentive payments 
for the “meaningful use” of certified electronic health record (“EHR”) technology.  Beginning in 2011, the Medicare 
and Medicaid EHR incentive programs provide incentive payments to eligible professionals and eligible hospitals 
for demonstrating meaningful use of certified EHR technology.  Health care providers demonstrate their meaningful 
use of EHR technology by meeting objectives specified by CMS for using health information technology and by 
reporting on specified clinical quality measures.  Beginning in 2015, hospitals and physicians who have not satisfied 
the performance and reporting criteria for demonstrating meaningful use will have their Medicare payments 
significantly reduced.  The payment reduction starts at 1% and increases each year that an eligible professional does 
not demonstrate meaningful use, to a maximum of 5%.  Additionally, beginning in 2014, the federal government 
began auditing hospitals’ and providers’ records related to their attestation of being “meaningful users” in order to 
obtain the incentive payments.  A hospital or provider that fails the audit will have an opportunity to appeal.  
Ultimately, hospitals or providers that fail on appeal will have to repay any incentive payments they received 
through these programs.   

Security Breaches and Unauthorized Releases of Personal Information.  Federal, state and local 
authorities are increasingly focused on the importance of protecting the confidentiality of individuals’ personal 
information, including patient health information.  Many states have enacted laws requiring businesses to notify 
individuals of security breaches that result in the unauthorized release of personal information.  In some states, 
notification requirements may be triggered even where information has not been used or disclosed, but rather has 
been inappropriately accessed.  State consumer protection laws may also provide the basis for legal action for 
privacy and security breaches and frequently, unlike HIPAA, authorize a private right of action.  In particular, the 
public nature of security incidents exposes health organizations to increased risk of individual or class action 
lawsuits from patients or other affected persons, in addition to government enforcement.  Failure to comply with 
restrictions on patient privacy or to maintain robust information security safeguards, including taking steps to ensure 
that contractors who have access to sensitive patient information maintain the confidentiality of such information, 
could consequently damage a health care provider’s reputation and materially adversely affect business operations. 

International Classification of Diseases, 10th Revision Coding System.  In 2009, CMS published the 
final rule adopting the International Classification of Diseases, 10th Revision coding system (“ICD-10”), requiring 
health care organizations to implement ICD-10 no later than October 2013.  In August 2012, DHHS issued a rule 
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delaying this compliance deadline until October 2014 and on March 31, 2014, Congress passed legislation further 
delaying the ICD-10 implementation deadline to October 2015.  On October 1, 2015 implementation of ICD-10 
became effective.  At this time, it is too early to predict whether health care organizations will experience negative 
effects due to ICD-10 implementation. ICD-10 provides a common approach to the classification of diseases and 
other health problems, allowing the United States to align with other nations to better share medical information, 
diagnosis, and treatment codes.  In order to implement the ICD-10, staff need to be retrained, processes redesigned, 
and computer applications modified as the current available codes and digit size will dramatically increase.  Due to 
these changes, there is a potential for temporary coding and payment backlog, increases in claims errors, and 
revenue stream disruption.  Additionally, because of the magnitude of the transition across the industry, 
implementation of ICD-10 may add pressure to health care organizations cash flows.  Furthermore, health care 
organizations may become dependent on outside software vendors, clearinghouses and third-party billing services to 
develop products and services to assist in timely, complete and successful implementation of ICD-10 which will 
likely result in increased training and related implementation costs for the Corporation. Lastly, although 
implementation became effective, it remains unclear what potential implementation issues may arise and the costs 
associated with addressing such issues. 

Exclusions from Medicare or Medicaid Participation.  The government may exclude a health care 
provider from Medicare/Medicaid program participation if it is convicted of a criminal offense relating to the 
delivery of any item or service reimbursed under Medicare or a state health care program, any criminal offense 
relating to patient neglect or abuse in connection with the delivery of health care, fraud against any federal, state or 
locally financed health care program or an offense relating to the illegal manufacture, distribution, prescription, or 
dispensing of a controlled substance.  The government also may exclude individuals or entities under certain other 
circumstances, such as an unrelated conviction of fraud, or other financial misconduct relating either to the delivery 
of health care in general or to participation in a federal, state or local government program.  Exclusion from the 
Medicare/Medicaid program means that a health care provider would be decertified from program participation and 
no program payments can be made.  Any health care provider exclusion could be a materially adverse event.  In 
addition, exclusion of health care organization employees under Medicare or Medicaid may be another source of 
potential liability for hospitals or health systems based on services provided by those excluded employees. 

Enforcement Affecting Academic Research.  In addition to increasing enforcement of laws governing 
payment and reimbursement, the federal government has also stepped up enforcement of laws and regulations 
governing the conduct of clinical trials at hospitals.  DHHS elevated and strengthened its Office of Human Research 
Protection, one of the agencies responsible for monitoring federally funded research.  In addition, the National 
Institutes of Health (“NIH”) significantly increased the number of facility inspections that these agencies perform.  
The Food and Drug Administration (“FDA”) also has authority over the conduct of clinical trials performed in 
hospitals when these trials are conducted on behalf of sponsors seeking FDA approval to market the drug or device 
that is the subject of the research.  Moreover, the Office of Inspector General, in its recent “Work Plans” has 
included several enforcement initiatives related to reimbursement for experimental drugs and devices (including 
kickback concerns) and has issued compliance program guidance directed at recipients of extramural research 
awards from the NIH and other agencies of the U.S. Public Health Service.  These agencies’ enforcement powers 
range from substantial fines and penalties to exclusion of researchers and suspension or termination of entire 
research programs, and errors in billing of the Medicare program for care provided to patients enrolled in clinical 
trials that is not eligible for Medicare reimbursement can subject hospitals to sanctions as well as repayment 
obligations.  See “Federal Policy Affecting Research Facilities” herein. 

Administrative Enforcement.  Administrative regulations may require less proof of a violation than do 
criminal laws, and, thus, health care providers may have a higher risk of imposition of monetary penalties as a result 
of administrative enforcement actions. 

Compliance with Conditions of Participation.  CMS, in its role of monitoring participating providers’ 
compliance with conditions of participation in the Medicare program, may determine that a provider is not in 
compliance with its conditions of participation.  In that event, a notice of termination of participation may be issued 
or other sanctions potentially could be imposed. 

Licensing, Surveys, Investigations and Audits.  Health facilities are subject to numerous legal, 
regulatory, professional and private licensing, certification and accreditation requirements.  Renewal and 
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continuation of certain of these licenses, certifications and accreditations are based on inspections or other reviews 
generally conducted in the normal course of business of health facilities.  Loss of, or limitations imposed on, 
hospital licenses or accreditations could reduce hospital utilization or revenues, or a hospital’s ability to operate all 
or a portion of its facilities. 

Management currently anticipates no difficulty renewing or continuing currently held licenses, 
certifications or accreditations, nor does management anticipate a reduction in third-party payments from events that 
would materially adversely affect the operations or financial condition of the Corporation.  Nevertheless, actions in 
any of these areas could result in the loss of utilization or revenues, or the ability of the Corporation to operate all or 
a portion of its health care facilities, and consequently, could have a material and adverse effect on the Corporation. 

Environmental Laws and Regulations.  Health facilities are subject to a wide variety of federal, state and 
local environmental and occupational health and safety laws and regulations.  These include but are not limited to: 
air and water quality control requirements; waste management requirements; specific regulatory requirements 
applicable to asbestos and radioactive substances; requirements for providing notice to employees and members of 
the public about hazardous materials handled by or located at the health facility; and requirements for training 
employees in the proper handling and management of hazardous materials and wastes. 

Health facilities may be subject to requirements related to investigating and remedying hazardous 
substances located on their property, including such substances that may have migrated off the property.  Typical 
hospital operations include the handling, use, storage, transportation, disposal and discharge of hazardous, 
infectious, toxic, radioactive, flammable and other hazardous materials, wastes, pollutants and contaminants.  As 
such, hospital operations are particularly susceptible to the practical, financial and legal risks associated with the 
environmental laws and regulations.  Such risks may result in damage to individuals, property or the environment; 
may interrupt operations and increase their cost; may result in legal liability, damages, injunctions or fines; and may 
result in investigations, administrative proceedings, civil litigation, criminal prosecution, penalties or other 
governmental agency actions; and may not be covered by insurance. 

Enforcement Activity.  Enforcement activity against health care providers has increased, and enforcement 
authorities have adopted aggressive approaches.  In the current regulatory climate, it is anticipated that many 
hospitals and physician groups will be subject to an audit, investigation, or other enforcement action regarding the 
health care fraud laws mentioned above. 

Enforcement authorities are often in a position to compel settlements by providers charged with or being 
investigated for false claims violations by withholding or threatening to withhold Medicare, Medicaid and similar 
payments or to recover higher damages, assessments or penalties by instituting criminal action.  In addition, the cost 
of defending such an action, the time and management attention consumed, and the facts of a case may dictate 
settlement.  Therefore, regardless of the merits of a particular case, a hospital could experience materially adverse 
settlement costs, as well as materially adverse costs associated with implementation of any settlement agreement.  
Prolonged and publicized investigations could be damaging to the reputation and business of a health care 
organization, regardless of outcome. 

Certain acts or transactions may result in violation or alleged violation of a number of the federal health 
care fraud laws described above, and therefore penalties or settlement amounts often are compounded.  Generally 
these risks are not covered by insurance.  Enforcement actions may involve multiple hospitals or other facilities in a 
health system, as the government often extends enforcement actions regarding health care fraud to other entities in 
the same organization.  Therefore, Medicare fraud related risks identified as being materially adverse to a health care 
organization could have materially adverse consequences to a health system taken as a whole. 

Business Relationships and Other Business Matters 

Integrated Delivery Systems.  Health facilities often own, control or have affiliations with physician 
groups and independent practice associations.  Generally, the sponsoring health care facility is the primary capital 
and funding source for such alliances and may have an ongoing financial commitment to provide growth capital and 
support operating deficits.  As separate operating units, integrated physician practices and medical foundations 
sometimes operate at a loss and require subsidy from the related hospital. 
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These types of alliances are likely to become increasingly important to the success of hospitals in the future 
as a result of changes to the health care delivery and reimbursement systems that are intended to restrain the rate of 
increases of health care costs, encourage coordinated care, promote collective provider accountability and improve 
clinical outcomes.  The ACA authorizes several alternative payment programs for Medicare that promote, reward or 
necessitate integration among hospitals, physicians and other providers. 

Whether these programs will achieve their objectives and be expanded or mandated as conditions of 
Medicare participation cannot be predicted.  However, Congress and CMS have clearly emphasized continuing the 
trend away from the fee-for-service reimbursement model, which began in the 1980s with the introduction of the 
prospective payment system for inpatient care, and toward an episode-based payment model that rewards use of 
evidence-based protocols, quality and satisfaction in patient outcomes, efficiency in using resources, and the ability 
to measure and report clinical performance.  This shift is likely to favor integrated delivery systems, which may be 
better able than stand-alone providers to realize efficiencies, coordinate services across the continuum of patient 
care, track performance and monitor and control patient outcomes.  Changes to the reimbursement methods and 
payment requirements of Medicare, which is the dominant purchaser of medical services, are likely to prompt 
equivalent changes in the commercial sector, because commercial payors frequently follow Medicare’s lead in 
adopting payment policies. 

While payment trends may stimulate the growth of integrated delivery systems, these systems carry the 
potential for legal or regulatory risks.  Many of the risks discussed in “—Regulatory Environment” above, may be 
heightened in an integrated delivery system.  The foregoing laws limit the ability to coordinate action among 
hospitals, physicians and other health care providers to set standards, reduce costs and share savings, among other 
things.  In October 2011, CMS, the Federal Trade Commission and the Department of Justice jointly issued 
guidance regarding waivers and safe harbors to enable providers to participate in the Medicare Shared Savings 
Program (see “Accountable Care Organizations” below).  Although CMS issued the Shared Savings Program final 
rule in June 2015, there can be no assurance that such guidance issued will sufficiently clarify the scope of 
permissible activity in all cases.  State law prohibitions, such as the bar on the corporate practice of medicine, or 
state law requirements, such as insurance laws regarding licensure and minimum financial reserve holdings of risk-
bearing organizations, may also introduce complexity, risk and additional costs in organizing and operating 
integrated delivery systems.  Tax-exempt hospitals also face the risk in affiliating with for-profit entities that the IRS 
will determine that compensation practices or business arrangements result in private benefit, which could 
jeopardize tax-exempt status of a hospital organization, or private use, which could jeopardize the tax-exempt status 
of outstanding bonds, or generate unrelated business income for the hospitals. 

In addition, integrated delivery systems present business challenges and risks.  Inability to attract or retain 
participating physicians may negatively affect managed care, contracting and utilization.  The technological and 
administrative infrastructure necessary both to develop and operate integrated delivery systems and to implement 
new payment arrangements in response to changes in Medicare and other payor reimbursement is costly.  Hospitals 
may not achieve savings sufficient to offset the substantial costs of creating and maintaining this infrastructure.  The 
Corporation has numerous relationships with healthcare institutions across Wisconsin and the Corporation’s medical 
staff and specialists plan a significant part of various delivery systems.  See APPENDIX A. 

Accountable Care Organizations.  The ACA establishes a Medicare Shared Savings Program (the 
“MSSP”) that seeks to promote accountability and coordination of care through the creation of Accountable Care 
Organizations (“ACOs”). The program will allow hospitals, physicians and others to form ACOs and work together 
to invest in infrastructure and redesign integrated delivery processes to achieve high quality and efficient delivery of 
services.  ACOs that achieve quality performance standards will be eligible to share in a portion of the amounts 
saved by the Medicare program.  DHHS has significant discretion to determine key elements of the program, 
including what steps providers must take to be considered an ACO, how to decide if Medicare program savings have 
occurred, and what portion of such savings will be paid to ACOs.  In November 2011, CMS published the final rules 
regarding ACOs and in June 2015, CMS issued a final rule to update and improve policies governing the MSSP. The 
regulations are complex and it remains unclear whether the qualification requirements will be a formidable barrier.  
It is probable that hospital participants in ACOs will have to marshal a large upfront financial investment to form 
unique and untested ACO structures, which may or may not succeed in gaining qualification.  For those that do 
qualify, it is unknown whether the savings will be sufficient to recoup the initial investment.  In addition, although 
the regulations provide for waivers of certain federal laws, there may remain regulatory risks for participating 
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hospitals, as well as financial and operational risks.  The applicable regulating bodies have published guidance for 
ACOs to follow in order to comply with the law, but the published guidance is complex. In particular, since the 
federal ACO regulation would not preempt state law, providers participating as a federal ACO must be organized 
and operated in compliance with existing state statutes and regulations.  It remains unclear whether providers will 
pursue federal ACO status or whether the required investment would be warranted by increased payment. 
Nevertheless, it is anticipated that private insurers may seek to establish similar incentives for providers, while 
requiring change in infrastructural and organization.  The potential impacts of these initiatives and the regulation for 
ACOs are unknown, but they are expected to introduce greater risk and complexity to health care finance and 
operations. 

Physician Supply.  Sufficient community-based physician supply is important to hospitals and other health 
care facilities.  CMS annually reviews overall physician reimbursement formulas for Medicare and Medicaid.  
Changes to physician compensation under these programs could lead to physicians ceasing to accept Medicare 
and/or Medicaid patients.  Regional differences in reimbursement by commercial and governmental payors, along 
with variations in the costs of living, may cause physicians to avoid locating their practices in communities with low 
reimbursement or high living costs.  Hospitals and health systems may be required to invest additional resources in 
recruiting and retaining physicians, or may be compelled to affiliate with, and provide support to, physicians in 
order to continue serving the growing population base and maintain market share. The Corporation has numerous 
relationships with healthcare institutions across Wisconsin and the Corporation’s medical staff and specialists are a 
significant part of the physician supply at Wisconsin hospitals.  See APPENDIX A. 

Competition Among Health Care Providers.  Increased competition from a wide variety of sources, 
including specialty hospitals, other hospitals and health care systems, HMOs, inpatient and outpatient health care 
facilities, long-term care and skilled nursing services facilities, clinics, physicians and others, may adversely affect 
the utilization and revenues of hospitals.  Existing and potential competitors may not be subject to various 
restrictions applicable to hospitals, and competition, in the future, may arise from new sources not currently 
anticipated or prevalent. 

Specialty facilities or ventures that attract an important segment of an existing hospital’s admitting 
specialists and services that generate significant revenue may be particularly damaging.  For example, some large 
hospitals may have significant dependence on heart surgery or orthopedic programs producing revenue streams that 
cover significant fixed overhead costs.  If a significant component of such a hospital’s heart surgeons or orthopedists 
develop its own specialty hospital or surgery center (alone or in conjunction with a growing number of specialty 
hospital operators and promoters), taking with it its patient base, the hospital could experience a rapid and dramatic 
decline in net revenues that is not proportionate to the number of patient admissions or patient days lost.  It is also 
possible that the competing specialty entity, as a for-profit venture, would not accept indigent patients or other 
payors and government programs, leaving low-pay patient populations in the full-service hospital.  In certain cases, 
such an event could be materially adverse to the hospital.  A variety of proposals has been advanced recently to 
permanently prohibit such investments.  Nonetheless, specialty hospitals continue to represent a significant 
competitive challenge for full-service hospitals. 

Freestanding ambulatory surgery centers may attract away significant commercial outpatient services 
traditionally performed at hospitals.  Commercial outpatient services, currently among the most profitable services 
for hospitals, may be lost to competitors who can provide these services in an alternative, less costly setting.  Full-
service hospitals rely upon the revenues generated from commercial outpatient services to fund other less profitable 
services, and the decline of such business may result in a decline in operating income.  Competing ambulatory 
surgery centers, more likely for-profit businesses, may not accept indigent patients or low paying programs and 
would leave these populations to receive services in the full-service hospital setting.  Consequently, hospitals are 
vulnerable to competition from ambulatory surgery centers. 

Additionally, scientific and technological advances, new procedures, drugs and appliances, preventive 
medicine and outpatient health care delivery may reduce utilization and revenues of hospitals in the future or 
otherwise lead to new avenues of competition.  In some cases, hospital investment in facilities and equipment for 
capital-intensive services may be lost as a result of rapid changes in diagnosis, treatment or clinical practice brought 
about by new technology or new pharmacology. 
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Action by Purchasers of Hospital Services and Consumers.  Major purchasers of hospital services could 
take action to restrain hospital charges or charge increases.  As a result of increased public scrutiny, it is also 
possible that the pricing strategies of hospitals may be perceived negatively by consumers, and hospitals may be 
forced to reduce fees for their services.  Decreased utilization could result, and hospitals’ revenues may be 
negatively affected.  In addition, consumers and groups on behalf of consumers are increasing pressure on hospitals 
and other health care providers to be transparent and provide information about cost and quality of services that may 
affect future consumer choices about where to receive health care services.  The Corporation has numerous 
relationships with healthcare institutions across Wisconsin and decreased utilization could result in a decrease in the 
Corporation’s revenues.  See APPENDIX A. 

Wage and Hour Class Actions and Litigation.  Federal law and many states impose standards related to 
worker classification, eligibility and payment for overtime, liability for providing rest periods and similar 
requirements.  Large employers with complex workforces, such as hospitals, are susceptible to actual and alleged 
violations of these standards.  In recent years there has been a proliferation of lawsuits over these “wage and hour” 
issues, often in the form of large, sometimes multi-state, class actions.  For large employers, such as hospitals, such 
class actions can involve multi-million dollar claims, judgments and settlements.  A major class action decided or 
settled adversely to the Corporation could have a material adverse impact on its financial condition and results of 
operations.   

Other Class Actions.  Nonprofit hospitals and health systems have long been subject to a wide variety of 
litigation risks, including liability for care outcomes, employer liability, property and premises liability, and peer 
review litigation with physicians, among others.  In recent years, consumer class action litigation has emerged as a 
potentially significant source of litigation liability for nonprofit hospitals and health systems.  These class action 
suits have most recently focused on hospital billing and collections practices, and they may be used for a variety of 
currently unanticipated causes of action.  Since the subject matter of class action suits may involve uninsured risks, 
and since such actions often involve alleged large classes of plaintiffs, they may have material adverse consequences 
on nonprofit hospitals and health systems in the future.   

Health Care Worker Classification.  Health care providers, like all businesses, are required to withhold 
income taxes from amounts paid to employees.  If the employer fails to withhold the tax, the employer becomes 
liable for payment of the tax imposed on the employee.  On the other hand, businesses are not required to withhold 
federal taxes from amounts paid to a worker classified as an independent contractor.  The IRS has established 
criteria for determining whether a worker is an employee or an independent contractor for tax purposes.   

Staffing.  In recent years, the health care industry has suffered from a scarcity of nursing personnel, 
respiratory therapists, pharmacists and other trained health care and information system technicians.  In addition, 
aging medical staffs and difficulties in recruiting physicians are leading to physician shortages.  A significant factor 
underlying this trend includes a decrease in the number of persons entering such professions.  This is expected to 
intensify in the future, aggravating the general shortage and increasing the likelihood of hospital-specific shortages.  
Competition for physicians and other health care professionals, coupled with increased recruiting and retention 
costs, may increase hospital operating costs, possibly significantly.  This trend could have a material adverse impact 
on the financial conditions and results of operations of hospitals and other health care facilities.  This scarcity may 
further be intensified if utilization of health care services increases as a consequence of the ACA’s expansion of the 
number of insured consumers.  As reimbursement amounts are reduced to health care facilities and organizations 
that employ or contract with physicians, nurses and other health care professionals, pressure to control and possibly 
reduce wage and benefit costs may further strain the supply of those professionals. 

As of December 31, 2015, MCW employed approximately 1,500 physicians on its faculty and staff and an 
estimated 500 nurse practitioners, physician assistants, and other health care practitioners.  See “EDUCATION, 
RESEARCH, PATIENT CARE AND COMMUNITY ENGAGEMENT – Patient Care” in APPENDIX A for a 
more detailed description of this aspect of the Corporation’s operations.  The activities and operations of the 
Corporation are affected by numerous federal and state statutes and regulations governing the furnishing of patient 
care services. 

Professional Liability Claims and General Liability Insurance.  In recent years, the number of 
professional and general liability suits and the dollar amounts of damage recoveries have increased in health care 
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nationwide, resulting in substantial increases in malpractice insurance premiums, higher deductibles and generally 
less coverage.  Professional liability and other actions alleging wrongful conduct and seeking punitive damages are 
often filed against health care providers.  Insurance does not provide coverage for judgments for punitive damages. 

Beginning in 2008, CMS refused to reimburse hospitals for medical costs arising from certain “never 
events,” which include specific preventable medical errors.  Certain private insurers and HMOs followed suit.  The 
occurrence of “never events” is more likely to be publicized and may negatively impact a hospital’s reputation, 
thereby reducing future utilization and potentially increasing the possibility of liability claims. 

Litigation also arises from the corporate and business activities of hospitals, from a hospital’s status as an 
employer or as a result of medical staff or provider network peer review or the denial of medical staff or provider 
network privileges.  As with professional liability, many of these risks are covered by insurance, but some are not.  
For example, some antitrust claims or business disputes are not covered by insurance or other sources and may, in 
whole or in part, be a liability of the Corporation if determined or settled adversely. 

Unlike many other states, health care providers in Wisconsin are not facing a malpractice insurance crisis.  
Health care providers in Wisconsin are required to provide primary insurance limits of $1 million per occurrence 
and $3 million annual aggregate.  Coverage in excess of the primary limits is provided by the Wisconsin Injured 
Patients and Families Compensation Fund, funded through annual assessments on health care providers.  Although 
not imminent, if rates were to increase, commercial providers may reduce their participation in, or withdraw entirely 
from, the medical malpractice insurance realm.   

The Corporation self-insures for the malpractice risk of the patient care services and its teaching and 
research activities.  While protecting the Corporation from market fluctuations, the risk of self-insurance may 
include underestimating the risk or failing to maintain adequate reserves to cover its losses.  For further information, 
see “APPENDIX A – LITIGATION AND INSURANCE.” 

Information Technology.  The ability to adequately price and bill health care services and to accurately 
report financial results depends on the integrity of the data stored within information systems, as well as the 
operability of such systems.  An ongoing commitment of significant resources is required to maintain, protect and 
enhance existing information systems and develop new systems to keep pace with continuing changes in information 
processing technology, evolving systems and regulatory standards.  There can be no assurance that efforts to 
upgrade and expand information systems capabilities, protect and enhance these systems, and develop new systems 
to keep pace with continuing changes in information processing technology will be successful or that additional 
systems issues will not arise in the future. 

Electronic media are also increasingly being used in clinical operations, including the conversion from 
paper to electronic medical records, computerization of order entry functions and the implementation of clinical 
decision-support software.  The reliance on information technology for these purposes imposes new expectations on 
physicians and other workforce members to be adept in using and managing electronic systems.  It also introduces 
risks related to patient safety, and to the privacy, accessibility and preservation of health information.  See “—
Regulatory Environment—Patient Records and Patient Confidentiality” above.  Technology malfunctions or failure 
to understand and use information systems properly could result in the dissemination of or reliance on inaccurate 
information, as well as in disputes with patients, physicians and other health care professionals.  Health information 
systems may also be subject to different or higher standards or greater regulation than other information technology 
or the paper-based systems previously used by health care providers, which may increase the cost, complexity and 
risks of operations.  All of these risks may have adverse consequences on hospitals and other health care providers.   

Future government regulation and adherence to technological advances could result in an increased need of 
the Corporation to implement new technology.  Such implementation could be costly and is subject to cost overruns 
and delays in application, which could negatively affect the financial condition of the Corporation. 

Affiliations, Merger, Acquisition and Divestiture.  The Corporation evaluates and pursues potential 
acquisition, merger and affiliation candidates as part of the overall strategic planning and development process.  As 
part of its ongoing planning and property management functions, the Corporation reviews the use, compatibility and 
business viability of many of the operations of the members, and from time to time the members may pursue 
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changes in the use of, or disposition of, their facilities.  Likewise, the Corporation occasionally receives offers from, 
or conducts discussions with, third parties about the potential acquisition of operations and properties which may 
become subsidiaries or affiliates of the Corporation in the future, or about the potential sale of some of the 
operations or property which are currently conducted or owned by the Corporation.  Discussion with respect to 
affiliation, merger, acquisition, disposition or change of use of facilities, including those which may affect the 
Corporation, are held from time to time with other parties.  These may be conducted with acute care hospital 
facilities and may be related to potential affiliation with the Corporation.  As a result, the current organization and 
assets of the Corporation may change from time to time. 

In addition to relationships with other hospitals and physicians, the Corporation may consider investments, 
ventures, affiliations, development and acquisition of other health care-related entities.  These may include home 
health care, long-term care entities or operations, infusion providers, pharmaceutical providers, and other health care 
enterprises that support the overall operations of the Corporation.  In addition, the Corporation may pursue 
transactions with health insurers, HMOs, preferred provider organizations, third-party administrators and other 
health insurance-related businesses.  Because of the integration occurring throughout the health care field, 
management will consider these arrangements if there is a perceived strategic or operational benefit for the 
Corporation.  Any initiative may involve significant capital commitments and/or capital or operating risk (including, 
potentially, insurance risk) in a business in which the Corporation may have less expertise.  There can be no 
assurance that these projects, if pursued, will not lead to material adverse consequences to the Corporation. 

For more information regarding the Corporation’s current plans regarding affiliations and divestitures, see  

Tax-Exempt Status and Other Tax Matters 

Maintenance of the Tax-Exempt Status of the Corporation.  The tax-exempt status of the Series 2016 
Bonds is based not only on maintenance by the Corporation of its tax-exempt status under Section 501(c)(3) of the 
Code, but also on compliance with general rules promulgated in the Code and related regulations regarding the 
organization and operation of tax-exempt entities, including their operation for charitable and other permissible 
purposes and their avoidance of transactions that may cause their earnings or assets to inure to the benefit of private 
individuals.  As these general principles were developed primarily for public charities that do not conduct large-
scale technical operations and business activities, they often do not adequately address the myriad operations and 
transactions entered into by a modern health care organization.  Although traditional activities of health care 
providers, such as medical office building leases, have been the subject of interpretations by the IRS in the form of 
Private Letter Rulings, many activities or categories of activities have not been fully addressed in any official 
opinion, interpretation or policy of the IRS.  Failure to comply with such covenants could cause interest on the 
Series 2016 Bonds to become subject to federal income taxation retroactive to the date of issue of the Series 2016 
Bonds.  In such event, the Series 2016 Bonds are not subject to redemption solely as a consequence thereof, 
although the principal thereof may be accelerated.  No additional interest or penalty is payable under the terms of the 
Bond Indenture in the event of the taxability of interest on the Series 2016 Bonds. 

It is possible that future tax legislation could adversely affect the tax exemption of interest on, or the value 
or marketability of, the Series 2016 Bonds.  The Series 2016 Bonds are not required to be redeemed in the event that 
interest on the Series 2016 Bonds becomes includable in gross income for federal income tax purposes or becomes 
an item of tax preference for purposes of the federal alternative minimum tax applicable to individuals, and there is 
no provision in the Bond Indenture, the Series 2016 Bonds, or any document related to the issuance thereof, for an 
increase in the rate of interest payable on the Series 2016 Bonds in the event that interest on the Series 2016 Bonds 
becomes includable in gross income for federal income tax purposes or becomes an item of tax preference for 
purposes of the federal alternative minimum tax applicable to individuals.  See “TAX EXEMPTION”. 

The Corporation participates in a variety of transactions and joint ventures with physicians either directly or 
indirectly.  Management believes that the transactions and joint ventures to which the Corporation is a party are 
consistent with the requirements of the Code as to tax-exempt status, but, as noted above, there is uncertainty as to 
the state of the law. 

The IRS has periodically conducted audit and other enforcement activity regarding tax-exempt health care 
organizations.  The IRS conducts special audits of large, tax-exempt health care organizations.  Such audits are 
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conducted by teams of revenue agents, often take years to complete and require the expenditure of significant staff 
time by both the IRS and the targeted health care organizations.  These audits examine a wide range of possible 
issues, including tax-exempt bond financing of partnerships and joint ventures, retirement plans, employee benefits, 
employment taxes, political contributions and other matters.   

If the IRS were to find that the Corporation has participated in activities in violation of certain regulations 
or rulings, the tax-exempt status of the Corporation could be jeopardized.  Although the IRS has not frequently 
revoked the 501(c)(3) tax-exempt status of nonprofit health care corporations, it could do so in the future.  Loss of 
tax-exempt status by the Corporation potentially could result in loss of tax exemption of the Series 2016 Bonds and 
of other tax-exempt debt issued for the benefit of the Obligated Group and defaults in covenants regarding the Series 
2016 Bonds and other related tax-exempt debt and obligations likely would be triggered.  Loss of tax-exempt status 
also could result in substantial tax liabilities on income of the Corporation.  For these reasons, loss of tax-exempt 
status of the Corporation could have a material adverse effect on its financial condition. 

In some cases, the IRS has imposed substantial monetary penalties on tax-exempt hospitals in lieu of 
revoking their tax-exempt status.  In those cases, the IRS and exempt hospitals entered into settlement agreements 
requiring the hospital to make substantial payments to the IRS.  Given the size of the Corporation, the wide range of 
complex transactions entered into by the Corporation, and potential exemption risks, the Corporation could be at risk 
for incurring monetary and other liabilities imposed by the IRS. 

In recent years, the IRS and state, county and local taxing authorities have been undertaking audits and 
reviews of the operations of tax-exempt organizations with respect to their exempt activities and the generation of 
unrelated business taxable income.  The Corporation and certain other affiliates participate in activities that may 
generate unrelated business taxable income.  Management of the Corporation believes it and certain other affiliates 
have properly accounted for and reported unrelated business taxable income; nevertheless, an investigation or audit 
could lead to a challenge which could result in taxes, interest and penalties with respect to unreported unrelated 
business taxable income and in some cases could ultimately affect the tax-exempt status of the Corporation and 
certain other affiliates as well as the exclusion from gross income for federal income tax purposes of the interest 
payable on the Series 2016 Bonds or other tax-exempt debt of the Corporation and certain other affiliates.  In 
addition, legislation, if any, which may be adopted at the federal, state and local levels with respect to unrelated 
business income cannot be predicted.  Any legislation could have the effect of subjecting a portion of the income of 
the Corporation to federal or state income taxes. 

In lieu of revocation of exempt status, the IRS may impose penalty excise taxes on certain “excess benefit 
transactions” involving 501(c)(3) organizations and “disqualified persons.”  An excess benefit transaction is one in 
which a disqualified person or entity receives more than fair market value from the exempt organization, pays the 
exempt organization less than fair market value for property or services, or shares the net revenues of the tax-exempt 
entity.  A disqualified person is a person (or an entity) who is in a position to exercise substantial influence over the 
affairs of the exempt organization during the five years preceding an excess benefit transaction.  The statute imposes 
excise taxes on the disqualified person and any “organization manager” who knowingly participates in an excess 
benefit transaction.  These rules do not penalize the exempt organization itself, so there would be no direct impact 
on the Corporation or the tax status of the Series 2016 Bonds if an excess benefit transaction were subject to IRS 
enforcement pursuant to these “intermediate sanctions” rules, although any imposition of such excise taxes could 
subject an organization’s tax-exempt status to particular scrutiny by the IRS. 

State and Local Tax Exemption.  It is not possible to predict the scope or effect of future state and local 
legislative or regulatory actions with respect to taxation of nonprofit health care organizations.  There can be no 
assurance that future changes in the laws and regulations of state or local governments will not materially adversely 
affect the financial condition of the Corporation by requiring payment of income, local property or other taxes.  See 
also “—Nonprofit Health Care Environment—Community Benefit Initiatives” and “—Challenges to Real Property 
Tax Exemption” above. 

Maintenance of Tax-Exempt Status of Interest on the Series 2016 Bonds.  The Code imposes a number 
of requirements that must be satisfied for interest on state and local obligations, such as the Series 2016 Bonds, to be 
excludable from gross income for federal income tax purposes.  These requirements include limitations on the use of 
bond proceeds, limitations on the investment earnings of bond proceeds prior to expenditure, a requirement that 



 

-40- 

certain investment earnings on bond proceeds be paid periodically to the United States Treasury, and a requirement 
that issuers file an information report with the IRS.  The Corporation has covenanted in certain of the documents 
referred to herein that it will comply with such requirements.  Future failure by the Corporation to comply with the 
requirements stated in the Code and related regulations, rulings and policies may result in the treatment of interest 
on the Series 2016 Bonds as taxable, retroactively to the date of issuance.  The Authority has also covenanted that it 
will not take any action or refrain from taking any action that would cause the interest on the Series 2016 Bonds to 
be included in gross income for federal income tax purposes. 

IRS officials have recently indicated that resources will continue to be invested in audits of tax-exempt 
bonds, including the use of bond proceeds, in the charitable organization sector, with specific reviews of private use.   

In addition, under its compliance check program, the IRS has from time to time sent post-issuance 
compliance questionnaires to several hundred nonprofit corporations that have borrowed on a tax-exempt basis 
regarding their post-issuance compliance with various requirements for maintaining the federal tax exemption of 
interest on their bonds.  Past questionnaires have included questions relating to the borrower’s (i) record retention, 
which the IRS has particularly emphasized, (ii) qualified use of bond-financed property, (iii) arbitrage yield 
restriction and rebate requirements, (iv) debt management policies, and (v) voluntary compliance and education. 

Section 501(c)(3) organizations must provide detailed annual information to the IRS regarding their 
operations in Form 990, including schedules.  For example, Schedule K requires detailed information related to 
outstanding tax-exempt bond issues of 501(c)(3) organizations, including, for many bonds issued after 2002, 
information regarding operating, management and research contracts as well as private use compliance.  501(c)(3) 
organizations must also complete Schedule J, which requires reporting of compensation information for the 
organizations’ officers, directors, trustees, key employees, and other highly compensated employees. 

There can be no assurance that responses by the Corporation to a questionnaire or Form 990 will not lead to 
an IRS review that could adversely affect the market value of the Series 2016 Bonds or of other outstanding tax-
exempt indebtedness issued for the benefit of the Corporation.  Additionally, the Series 2016 Bonds or such other 
tax-exempt obligations may, from time to time, be subject to examinations or audits by the IRS. 

Management of the Corporation believes that the Series 2016  Bonds properly comply with the tax laws.  In 
addition, Bond Counsel will render an opinion with respect to the tax-exempt status of the Series 2016 Bonds, as 
described under the caption “TAX EXEMPTION.”  No ruling with respect to the Series 2016 Bonds has been or 
will be sought from the IRS, however, and the opinions of counsel are not binding on the IRS or the courts.  There 
can be no assurance that an examination of the Series 2016  Bonds will not adversely affect the Series 2016 Bonds 
or the market value of the Series 2016 Bonds.  See “TAX EXEMPTION” herein. 

Proposed Legislation Regarding Limitations or Elimination of Tax-Exempt Status of Interest on the 
Series 2016 Bonds.  Tax legislation (either proposed or future), administrative actions taken by tax authorities, or 
court decisions, whether at the federal or state level, may adversely affect the tax-exempt status of interest on the 
Series 2016 Bonds under federal or state law or otherwise prevent beneficial owners of the Series 2016 Bonds from 
realizing the full current benefit of the tax status of such interest and could affect the market prices or marketability 
of the Series 2016 Bonds. 

Prospective investors should consult with their tax advisors on the foregoing matters as they consider an 
investment in the Series 2016 Bonds. 

Limitations on Contractual and Other Arrangements Imposed by the Internal Revenue Code.  As a 
tax-exempt organization, the Corporation is limited with respect to its use of practice income guarantees, reduced 
rent on medical office space, low interest loans, joint venture programs and other means of recruiting and retaining 
physicians.  Uncertainty in this area has been reduced somewhat by the issuance by the IRS of guidelines on 
permissible physician recruitment practices.  Any suspension, limitation, or revocation of the Corporation’s tax-
exempt status or assessment of significant tax liability would have a material adverse effect on the Corporation and 
may lead to loss of tax exemption of interest on the Series 2016 Bonds. 
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Interest Rate Swap and Other Hedge Risk 

Any interest rate swap or other hedge agreement to which the Corporation is a party may, at any time, have 
a negative value to the Corporation.  If either a swap or other hedge counterparty or the Corporation terminates such 
an agreement when the agreement has a negative value to the Corporation, the Corporation would generally be 
obligated to make a termination payment to the counterparty in the amount of such negative value, and such 
payment could be substantial and potentially materially adverse to the Corporation’s financial condition.  A 
counterparty may generally only terminate such an agreement upon the occurrence of defined termination events 
such as nonpayment by the Corporation and any insurer thereof, or in the event rating agencies withdraw or 
downgrade the ratings of the Corporation and an insurer of the Corporation’s obligation under such an agreement, if 
any, below specified levels. 

Pursuant to the Swap Agreement executed in connection with the issuance of the Series 2008B Bonds, the 
swap counterparty is obligated to make variable rate payments not to exceed 68% of LIBOR subject to certain limits 
for tax purposes.  The payments received by the Corporation under the Swap Agreement may be more or less than 
the interest rate payments the Corporation is required to pay with respect to the Series 2008B Bonds.  No 
determination can be made at this time as to the potential exposure to the Corporation relating to the difference in 
the two cash flows. 

The Swap Agreement requires the Corporation to secure its obligations in certain circumstances including 
without limitation a downgrade of the Corporation’s long-term debt rating and the occurrence of certain other 
events.  If the Corporation is unable to secure its obligations under a Swap Agreement with sufficient collateral, the 
swap counterparty will have the right to terminate such Swap Agreement and the Corporation could be required to 
make a termination payment to the swap counterparty, the amount of which could be substantial.  Under the terms of 
the Swap Agreement, no collateral is currently required to be posted. 

Market Risk in Connection with Variable Rate Demand Bonds   

As of the date hereof, the Corporation has approximately $67.5 million principal amount outstanding of 
variable rate demand bonds.  If these variable rate bonds cannot be remarketed following their tender, or converted 
to another interest rate mode, the Corporation will be required to pay the purchase price of tendered and 
unremarketed bonds with funds provided under liquidity or credit facilities or its own funds.  In addition, the interest 
rates on such bonds from time to time has fluctuated significantly and may increase the cost of capital for the 
Corporation. 

Additional Debt; Dilution 

The Master Indenture permits the issuance of additional Obligations on a parity with the Series 2016 
Obligation and the other outstanding Obligations and also permits incurrence of Additional Indebtedness directly by 
the Corporation and other Members of the Obligated Group.  See the information in APPENDIX C under the 
caption “SUMMARY OF THE MASTER INDENTURE, SERIES 2016 SUPPLEMENT AND MORTGAGE – 
Restrictions as to Incurrence of Additional Indebtedness.” The Corporation has previously issued the Series 2008A 
Obligation, the Series 2008B Obligation, the Series 2010 Obligation, and the Series 2014 Obligations which are 
secured by the Master Indenture on a parity with the Series 2016 Obligation.  The Corporation has also issued the 
Series 2013 Obligation and the Series 2004D Obligation and a portion of the payments to be made by the 
Corporation thereunder are secured by the Master Indenture on parity with the Series 2016 Obligation. 

Additions to Obligated Group; Dilution 

Initially the Corporation will be the only Member of the Obligated Group.  Although the Corporation has 
no present intention of adding any Members to the Obligated Group, it may do so at any time provided that it 
satisfies the conditions set forth in the Master Indenture.  See “SUMMARY OF THE MASTER INDENTURE, 
SERIES 2016 SUPPLEMENT AND MORTGAGE – The Obligated Group” in APPENDIX C.  The accounts of the 
Corporation, its consolidated subsidiaries and any future Member of the Obligated Group will be combined for 
financial reporting purposes, and the combined accounts will be used in determining whether various covenants and 
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financial tests contained in the Master Indenture have been met (including financial tests which must be met as 
conditions to transactions such as the incurrence of additional debt, the consummation of a merger or the transfer of 
assets to third parties).  It is possible, therefore, that the addition of Members to the Obligated Group could weaken 
the financial condition of the Obligated Group and diminish the financial performance of the Obligated Group to the 
minimum levels permitted by the Master Indenture. 

General Demographic and Economic Conditions of Educational Institutions 

The medical student population of the Corporation consists primarily of people between the ages of 21 and 
35.  The financial condition of the Corporation may be adversely affected by demographic changes that result in 
fewer people in this age group.  Generally, the costs of medical education are supported by governmental and 
private loans to students.  In addition, the Corporation receives tuition aid for Wisconsin residents from the State of 
Wisconsin pursuant to state law, and may receive state general purpose revenue funds for the development and 
operation of various programs.  The financial condition of the Corporation may be adversely affected by a 
diminution in the availability of these loans and state funds or the failure of the Corporation to fulfill requirements 
relating to such funds.  Some portion of the costs of medical education is paid by students or the parents of students.  
The financial condition of the Corporation may be adversely affected by changes in the economy that result in a 
decreased ability of medical students and parents to pay for the costs of medical education.  Inflation in the costs of 
operating the College in excess of that anticipated could result in increases in tuition and other student charges 
beyond the economic means of prospective students and their parents. 

Federal Policy Affecting Research Facilities 

The Corporation relies extensively upon federal support of its research programs.  This federal support is 
subject to federal budget priorities and Congress’ annual appropriation process.  In addition, the Corporation’s 
federally sponsored research is subject to the reimbursement rules and regulations of the Office of Management and 
Budget.  The effect of changes in the availability and amount of federal funding or of changes in existing regulations 
which provide for federal reimbursement is not determinable.  Such changes could adversely affect the 
Corporation’s future operations. 

During the fiscal year ending June 30, 2015 approximately 17.1% of the Corporation’s revenues comes 
from federal grants and contracts with agencies such as the National Institutes of Health (“NIH”).  The NIH imposes 
certain limits on research grants.  The NIH may limit escalations on competing renewal awards.  Noncompeting 
years of NIH awards do not include an inflationary factor over the prior year award.  In addition, a cap is imposed 
on the salary rate payable out of grant funds.  During the fiscal year ending June 30, 2016, the federal salary cap 
ranges from $183,300 to $185,100 on the NIH awards. The Corporation is required to share the cost of the 
researcher’s effort on the grant to the extent it exceeds the cap. 

Also, during the fiscal year ending June 30, 2015, 15.8% of the Corporation’s federal grant funding  is 
attributable to reimbursement of facilities and administrative costs (“F&A costs”).  Consequently, the level of F&A 
costs reimbursed by the various granting agencies is a major factor affecting such funding.  NIH now requires grant 
applicants to report and negotiate their F&A cost rates.  NIH awards F&A cost reimbursement for all years of an 
approved project period (4-5 years) at the rate in effect at the time of the award.  Also, faculty at various institutions 
have expressed concern over increases in their institution’s F&A cost reimbursement rate out of fear that their 
research funding would be jeopardized by excessive F&A cost reimbursement requirements imposed by the 
institution.  There is no guarantee that the Corporation will be able to continue to negotiate F&A cost rates adequate 
to fund a significant portion of the expenses of the Corporation that are not covered by direct grant awards and from 
other sources. 

Future actions by the federal government affecting funding of basic research granting programs could 
lower the amount of reimbursement available to the Corporation.  Federal deficit reduction requirements or other 
budgetary considerations may press Congress to make further reductions in federal funding of basic research. 
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Affiliation with Froedtert Memorial Lutheran Hospital, Children’s Hospital of Wisconsin and the Zablocki 
Veterans Affairs Medical Center 

The principal teaching affiliate for the Corporation for adult care is Froedtert Memorial Lutheran Hospital 
(“Froedtert Hospital”).  The principal teaching affiliate for pediatric care is Children’s Hospital of Wisconsin 
(“CHW”).  The third major teaching affiliate of the Corporation is the Zablocki Veterans Affairs Medical Center 
(“ZVAMC”).  A significant portion of the Corporation’s patient care services are provided by faculty physicians 
practicing at Froedtert Hospital and CHW.  The ZVAMC directly employs a portion of the Corporation’s faculty 
physicians and also contracts with the Corporation for certain scarce resource health services.  Should the affiliation 
arrangements between the Corporation and any of Froedtert Hospital, CHW and ZVAMC be changed or should 
patient volumes at any of these hospitals decline, the provision of patient care services by the faculty physicians 
would need to be increased at the other affiliate health care providers in order to continue to generate patient service 
revenues at their historic levels and to continue to provide a clinical educational opportunity in all specialty and 
subspecialty areas required by its educational mission. 

Market Dynamics – Competition 

A significant portion of the Corporation’s revenues are derived from the performance of patient care 
services.  In providing patient care services and attracting research funds, the Corporation competes with a number 
of other providers in its service area.  Competition could also result from certain health care providers that may be 
able to offer lower priced services to the populations served by the Corporation and therefore adversely affect the 
revenues of the Corporation.  These services could be substituted for some of the revenue generating services 
currently offered by the Corporation and therefore adversely affect the revenues of the Corporation.  Certain of such 
forms of health care delivery are designed to offer comparable services at lower prices, and the federal government 
and private third-party payors may increase their efforts to encourage the development and use of such programs.  In 
addition, future changes in state and federal law may have the effect of increasing competition in the health care 
industry.  The effect on the Corporation of any entry into the market by alternative providers of certain services, if 
completed, cannot be determined at this time. 

Legislation 

Because of the many possible financial effects that could result from enactment of any bills or from 
regulatory actions proposing to regulate the health care industry, it is not possible to predict with any assurance the 
effect, if any, of bills or regulatory actions of the State on the businesses of health care organizations. 

In addition, legislation is periodically introduced in the U.S. Congress and in the Wisconsin Legislature 
which could result in limitations on patient care services revenues, reimbursement, costs or charges or which could 
require an increase in the quantity of indigent care required to maintain charitable status.  The effect of any such 
legislation, if enacted, cannot be determined at this time. 

In addition to legislative proposals previously discussed herein, other legislative proposals which could 
have an adverse effect on the Corporation include: (a) any changes in the taxation of not-for-profit corporations or in 
the scope of their exemption from income or property taxes; (b) limitations on the amount or availability of tax 
exempt financing for corporations described under Section 501(c)(3) of the Code; and (c) regulatory limitations 
affecting the ability of the Corporation to undertake capital projects or develop new services.  The Corporation 
currently pays real estate taxes on those of its facilities (or portions of facilities) which are not located on its main 
campus. 

Antitrust 

Enforcement of the antitrust laws against health care providers is becoming more common, and antitrust 
liability may arise in a wide variety of circumstances, including third-party contracting, physician relations, and joint 
venture, merger, affiliation and acquisition activities.  In some respects, the application of the federal and state 
antitrust laws to health care is still evolving, and enforcement activity by federal and state agencies appears to be 
increasing.  In particular, the Federal Trade Commission has publicly acknowledged increasing enforcement action 
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in the area of physician joint contracting.  Violation of the antitrust laws could subject the Corporation to criminal 
and civil enforcement by federal and state agencies, as well as treble damage liability by private litigants.  At various 
times, the Corporation may be subject to an investigation by a governmental agency charged with the enforcement 
of the antitrust laws, or may be subject to administrative or judicial action by a federal or state agency or a private 
party.  The most common area of potential liability is joint venture activity among providers with respect to payor 
contracting.  From time to time, the Corporation may be involved in joint contracting activity with hospitals or other 
providers.  The precise degree to which this or similar joint contracting activities may expose the Corporation to 
antitrust risk from governmental or private sources is dependent on a myriad of factual matters which may change 
from time to time.  Antitrust liability may be substantial, depending on the facts and circumstances of each case, and 
may have a future material adverse impact on the Corporation. 

Employees 

The ability of the Corporation to employ and retain qualified employees, and their ability to maintain good 
relations with such employees and the unions they may be represented by, affect the quality of services to patients 
and the financial condition of the Corporation. 

Environmental Laws and Regulations 

Educational and health care providers are subject to a wide variety of federal, state and local environmental 
and occupational health and safety laws and regulations which address, among other things, hospital operations, 
facilities and properties whether owned or operated.  Among the myriad types of such regulatory requirements faced 
by providers are (a) air and water quality control requirements, (b) waste management requirements, (c) specific 
regulatory requirements applicable to asbestos, polychlorinated biphenyls and radioactive substances, 
(d) requirements for providing notice to employees and members of the public about hazardous materials handled by 
or located at the Corporation, and (e) requirements for training employees in the proper handling and management 
of hazardous materials and wastes. 

In its role as an owner and operator of properties or facilities, the Obligated Group may be subject to 
liability for investigating and remedying any hazardous substances that may be present on or have migrated off of its 
property or facilities.  Operations may include, but are not limited to, in various combinations, the handling, use, 
storage, transportation, disposal and discharge of hazardous, infectious, toxic, radioactive, flammable and other 
hazardous materials, wastes, pollutants or contaminants.  As such, the operations of the Corporation are particularly 
susceptible to the practical, financial and legal risks associated with compliance with such laws and regulations.  
Such risks may result from damage to individuals, property or the environment and include an interruption of 
operations, an increase in operating costs, legal liability, damages, injunctions or fines and investigations, 
administrative proceedings, penalties or other governmental agency actions.  The Corporation expects to continue to 
encounter such risks in the future, and exposure to such risks could materially adversely affect the future financial 
condition or results of operations of the Corporation. 

Management of the Corporation is not aware of any pending or threatened claim, investigation or 
enforcement action regarding such environmental issues involving the Corporation which, if determined adversely, 
would have a material adverse effect on the future financial condition or results of operations of the Corporation, 
taken as a whole. 

Maintenance of the Tax-Exempt Status of the Members of the Obligated Group 

Loss of tax-exempt status by the Corporation could result in loss of tax exemption of the Series 2016 Bonds 
and other tax-exempt debt issued for the benefit of the Corporation, and defaults in covenants regarding the Series 
2016 Bonds and other related tax-exempt debt would likely be triggered.  In addition, the loss of tax-exempt status 
results in a requirement that the Corporation pay income and other taxes.  Such an event would have material 
adverse consequences on the financial condition of the Corporation. 

The maintenance by Corporation of its tax-exempt status depends, in part, upon maintenance of its status as 
an organization described in Section 501(c)(3) of the Code.  The maintenance of such status is contingent upon 
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compliance with general rules promulgated in the Code and related regulations regarding the organization and 
operation of tax-exempt entities, including their operation for charitable and educational purposes and their 
avoidance of transactions which may cause their assets to inure to the benefit of private individuals.  The Internal 
Revenue Service (the “IRS”) has announced that it intends to closely scrutinize transactions between nonprofit 
corporations and for-profit entities, including transactions relating to the Anti-Kickback Law and the Stark Law, and 
in particular has issued revised audit guidelines for tax-exempt health care entities.  Although specific activities of 
health care entities, such as medical office building leases, have been the subject of interpretations by the IRS in the 
form of Private Letter Rulings, many activities have not been addressed in any official opinion, interpretation or 
policy of the Internal Revenue Service.  Because the Corporation does, and future Members of the Obligated Group 
may, conduct large-scale and diverse operations involving private parties, there can be no assurance that certain 
transactions would not be challenged by the Service. 

Among the various provisions applicable to the Members of the Obligated Group are restrictions 
prohibiting the Members of the Obligated Group from entering into transactions with certain persons if such 
transactions would result in private inurement to, or confer a private benefit on, any such person. 

Since 1996, the IRS has an “intermediate” tax enforcement tool to combat violations by tax-exempt 
organizations of the private inurement prohibition of the Internal Revenue Code.  Previous to the “intermediate 
sanctions law”, the IRS could punish such violations only through revocation of an entity’s tax-exempt status.  
Intermediate sanctions may be imposed where there is an “excess benefit transaction”, defined to include a 
disqualified person such as an insider (i) engaging in a non-fair market value transaction with the tax-exempt 
organization; (ii) receiving unreasonable compensation from the tax-exempt organization; or (iii) receiving payment 
in an arrangement that violates the private inurement proscription. 

The IRS has released new audit guidelines which implement a policy to more closely scrutinize the 
activities of healthcare providers to ensure that they satisfy the requirements for tax-exempt status.  In light of 
published audit guidelines and certain General Counsel Memoranda published by the IRS, it may be more difficult 
for organizations to maintain their tax-exempt status.  Health care providers may be forced to forgo otherwise 
favorable opportunities for certain joint ventures, recruitment and other arrangements to maintain their tax-exempt 
status. 

The opinion of counsel that the Corporation is a tax-exempt organization is not binding upon the IRS or on 
any court.  If the Corporation should fail to meet any of the requirements specified by the Code and regulations 
thereunder as necessary to maintain its tax-exempt status, action could be initiated by federal, state or local tax 
authorities to attempt to subject the Corporation, its property, and its revenues to taxation; if successful, such action 
could cause interest on the Series 2016 Bonds to be taxable to the holders thereof.  The Corporation has covenanted 
in the Master Indenture to comply with the requirements necessary to maintain its tax-exempt status.  The Bond 
Indenture does not provide for the payment of any additional interest or penalty in the event of taxability of the 
interest on the Series 2016 Bonds. 

Enforceability of Certain Covenants in the Master Indenture 

The obligation of the Corporation and any future Member of the Obligated Group to make payments on the 
Series 2016 Obligation will be limited as the obligations of debtors typically are affected by bankruptcy, insolvency, 
reorganization, moratorium, fraudulent conveyance or other similar laws or by equitable principles affecting the 
enforcement of creditors’ rights.  See “– Enforcement of Remedies; Risk of Bankruptcy” below. 

The accounts of the Corporation, its consolidated subsidiaries and any future Member of the Obligated 
Group will be combined for financial reporting purposes and will be used in determining whether various covenants 
and tests contained in the Master Indenture are met, notwithstanding uncertainties as to the enforceability of certain 
obligations contained in the Master Indenture.  Such uncertainties bear on the availability of the assets of the 
Obligated Group Members for payment of debt service on Obligations issued under the Master Indenture, including 
the Series 2016 Obligation.  In addition, such obligation may not be enforceable against such future Obligated 
Group Member (i) if the purposes for which the Obligations are issued are not consistent with the charitable 
purposes of such Obligated Group Member from which payment is requested or if, at the time of  payment 
thereunder by such other Member, the Corporation is not then a tax-exempt organization, (ii) if such payments are 
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requested to be made from any moneys or assets which are donor restricted or which are subject to a direct or 
express trust which does not permit the use of such moneys or assets for such a payment, (iii) if such payments 
would result in the cessation or discontinuation of any material portion of the health care or related services 
previously provided by such Obligated Group Member or (iv) if such payments are requested to be made pursuant to 
any loan violating applicable usury laws. 

There is no clear precedent in the law as to whether such payments or use of assets by a Member of the 
Obligated Group in order to pay Obligations issued under the Master Indenture, or portions thereof, the proceeds of 
which Obligations issued under the Master Indenture were not lent or otherwise disbursed to such person, to the 
extent that such payment or use would render such person insolvent, may be voided by a trustee in bankruptcy in the 
event of a bankruptcy of such person, or by third party creditors in an action brought pursuant to Wisconsin 
fraudulent conveyance statutes.  Under the United States Bankruptcy Code (the “Bankruptcy Code”), a trustee in 
bankruptcy and, under Wisconsin fraudulent conveyance statutes, a creditor of a related guarantor, may avoid any 
obligation incurred by a related guarantor if, among other bases therefor, (1) the guarantor has not received fair or 
valuable consideration or reasonably equivalent value in exchange for the guaranty or grossly inadequate 
consideration is received for the guaranty and (2) the guaranty renders the guarantor insolvent or is made while the 
guarantor is insolvent, as defined in the Bankruptcy Code, as amended, or Wisconsin fraudulent conveyance 
statutes, or the guarantor is undercapitalized. 

Application by courts of the tests of “insolvency,” “reasonably equivalent value” and “fair consideration” 
has resulted in a conflicting body of case law.  It is possible that, in an action to force an Obligated Group Member 
to make a payment on a Obligation issued under the Master Indenture, including the Series 2016 Obligation, for 
which it was not a direct beneficiary a court might not enforce such a payment in the event it is determined that the 
Obligated Group Member against which payment is sought is analogous to a guarantor of the debt of the Obligated 
Group Member who benefited from the borrowing and that sufficient consideration was not received or that the 
incurrence of such obligation has rendered or will render the Obligated Group Member insolvent. 

In addition, there exists common law authority and authority under state statutes for the ability of the state 
courts to terminate the existence of a nonprofit corporation or undertake supervision of its affairs on various 
grounds, including a finding that such corporation has insufficient assets to carry out its stated charitable purposes or 
has taken some action which renders it unable to carry out such purposes.  Such court action may arise on the court’s 
own motion or pursuant to a petition of the state attorney general or such other persons who have interests different 
from those of the general public, pursuant to the common law and statutory power to enforce charitable trusts and to 
see to the application of their funds to their intended charitable uses. 

Enforcement of Remedies; Risks of Bankruptcy 

The obligations of the Members of the Obligated Group under the Master Indenture and the Series 2016 
Obligation are general obligations of the Members of the Obligated Group secured by a uniform commercial code 
security interest granted to the Master Trustee in the Pledged Revenues of the Obligated Group and the Mortgage on 
certain real property of the Corporation.  Enforcement of the remedies mentioned under the headings “SUMMARY 
OF THE MASTER INDENTURE, SERIES 2016 SUPPLEMENT AND MORTGAGE – Remedies Upon the 
Occurrence of an Event of Default” in APPENDIX C may be limited or delayed in the event of application of 
federal bankruptcy laws or other laws affecting creditors’ rights and may be substantially delayed and subject to 
judicial discretion in the event of litigation or the required use of statutory remedial procedures. 

If a Member of the Obligated Group were to file a petition for relief under the Bankruptcy Code, the filing 
would operate as an automatic stay of the commencement or continuation of any judicial or other proceeding against 
such a Member of the Obligated Group and any interest it has in property.  If a bankruptcy court so ordered, such 
property of the Member of the Obligated Group, including its accounts receivable and proceeds thereof, could be 
used, at least temporarily, for the benefit of the bankruptcy estate of the Member of the Obligated Group despite the 
claims of its creditors. 

In a case under the Bankruptcy Code, a Member of the Obligated Group could file a plan of reorganization.  
The plan is the vehicle for satisfying, and provides for the comprehensive treatment of, all claims against such 
Member of the Obligated Group, and could result in the modification of rights of any class of creditors, secured or 
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unsecured.  To confirm a plan of reorganization, with one exception discussed below, it must be approved by the 
vote of each class of impaired creditors.  A class approves a plan if, of those who vote, those holding more than one- 
half in number and two-thirds in amount vote in favor of a plan.  Approval by classes of interests requires a vote in 
favor of the plan by two-thirds in amount.  If these levels of votes are attained, those voting against the plan or not 
voting at all are nonetheless bound by the terms thereof.  Other than as provided in the confirmed plan, all claims 
and interests are discharged and extinguished.  If less than all of the impaired classes accept the plan, the plan may 
nevertheless be confirmed by the bankruptcy court, and the dissenting claims and interests would be bound thereby.  
For this to occur, one of the impaired classes must vote to accept the plan and the bankruptcy court must determine 
that the plan does not “discriminate unfairly” and is “fair and equitable” with respect to the nonconsenting class.  A 
plan is fair and equitable if each class is treated in accordance with its credit priority and no class receives a 
distribution until senior classes are paid in full.  The Bankruptcy Code establishes different fair and equitable tests 
for secured claims and interest holders.  To be confirmed, the bankruptcy court must also determine that a plan, 
among other requirements, provides creditors with more than would be received in the event of liquidation, is 
proposed in good faith, and the debtor’s performance is feasible. 

Future Plans of the Corporation 

The Corporation is engaged continuously in evaluations of future alternatives and plans.  These activities 
affect both operational and strategic issues.  Many of the alternatives considered from time to time have capital 
investment requirements which may be the subject of capital financing by the Corporation. 

The Corporation also expects to be engaged in an ongoing monitoring and evaluation of its organizational 
structure, space utilization, range of services, and potential mergers, acquisitions or affiliation possibilities to take 
advantage of opportunities to improve educational and health care service, to efficiently address revenue and 
expenditure issues and to adjust to the constantly changing regulatory and economic environment.  Management 
believes that such alternatives will be undertaken only if they would increase the effectiveness of the services 
delivered by the Corporation, and any transitional costs and capital expenditures associated with such activities 
would be made in consideration of the benefits associated with such changes. 

Certain Other Matters Relating to Security for the Series 2016 Bonds 

1. Pursuant to the provisions of the Master Indenture, certain of the rights and remedies afforded the holders of 
Obligations issued under the Master Indenture, including without limitation the right to demand acceleration of 
the Series 2016 Obligation, may be initiated by the holders of 25% in aggregate principal amount of the 
Obligations outstanding subject to the right of 51% of the holders of Obligations to direct all remedies under the 
Master Indenture.  Such a majority may be comprised solely of the holders of Obligations other than the Series 
2016 Obligation.  Upon the issuance of the Series 2016 Bonds and after taking into account the refunding and 
redemption of the Refunded Bonds, the Series 2016 Obligation will constitute approximately 55% of the 
aggregate principal amount of the Obligations Outstanding under the Master Indenture.  In addition, under 
certain circumstances, the letter of credit bank and bank direct lenders may be deemed the holder of the 
Obligations and would therefore be given the right to direct certain of the rights and remedies for an applicable 
Obligation.  As of the date of issuance of the Series 2016 Bonds and after taking into account the refunding and 
redemption of the Refunded Bonds, the existing letter of credit provider and bank direct lenders are deemed the 
holder of approximately 39% of the Outstanding Obligations. 

2. Certain amendments to the Bond Indenture and the Loan Agreement may be made with the consent of the 
owners of not less than a majority of the principal amount of the outstanding Series 2016 Bonds issued under 
the Bond Indenture.  Certain amendments to the Master Indenture may be made with the consent of a majority 
of the holders of the Obligations outstanding under the Master Indenture.  Such amendments may adversely 
affect the security of the Series 2016 Bondholders and such majority may be comprised wholly or partially of 
the holders of Obligations other than the Series 2016 Obligation. 

3. The Facilities of the Corporation are not comprised of general purpose buildings and generally would not be 
suitable for industrial or commercial use.  In addition, the use of the Corporation’s facilities is restricted by the 
terms of the Lease with Milwaukee County.  See “FACILITIES – The 1974 Ground Lease” in APPENDIX A 
for a description of such restrictions.  Consequently, it could be difficult to find a buyer or lessee for such 
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Facilities and, upon any default, the Master Trustee may not realize the amount of the outstanding Obligations 
from the sale or lease of such Facilities if it were necessary to proceed against such Facilities, whether pursuant 
to a judgment, if any, against the Corporation or any future Member of the Obligated Group, or otherwise. 

Other Risk Factors 

Investments.  Investment income has during certain fiscal years constituted a significant portion of the net 
income of the Corporation.  No assurance can be given that the investments of the Corporation or future Members of 
the Obligated Group will produce positive returns or that losses on investments will not occur in the future.  See 
“FINANCIAL INFORMATION – Investments” in APPENDIX A for a description of the Corporation’s investment 
policies. 

Subject to prevailing market conditions, the Underwriters intend, but are not obligated, to make a market in 
the Series 2016 Bonds.  There is presently no secondary market for the Series 2016 Bonds and no assurance can be 
given that a secondary market will develop.  Consequently, investors may not be able to resell the Series 2016 
Bonds purchased should they need or wish to do so. 

Bond Ratings.  There is no assurance that the ratings assigned to the Series 2016 Bonds will not be 
lowered or withdrawn at any time, the effect of which could adversely affect the market price for and marketability 
of the Series 2016 Bonds.  See also “RATINGS” herein. 

Other Future Risks.   

In the future, the following factors, among others, may adversely affect the operations of educational 
institutions and health care providers, including the Corporation, or the market value of health care revenue bonds, 
including the Series 2016 Bonds, to an extent that cannot be determined at this time: 

1. Adoption of legislation or implementation of regulations that would modify national or state health programs or 
that would establish national, statewide or otherwise regulated rates applicable to hospitals and other health care 
providers; 

2. Reduced demand for services of the Corporation that might result from decreases in population or loss of 
market share to its competitors; 

3. Bankruptcy of an indemnity/commercial insurer, managed care plan or other payor; 

4. Efforts by insurers and governmental agencies to limit the cost of hospital services, to reduce the number of 
hospital beds and to reduce the utilization of hospital facilities by such means as improved occupational health 
and safety and outpatient care, or comparable regulations or attempts by third-party payors to control or restrict 
the operations of certain health care facilities; 

5. Cost and availability of any insurance, such as professional liability, fire, automobile and general 
comprehensive liability coverages, which health care facilities of a similar size and type generally carry; 

6. The occurrence of a natural or man-made disaster, a pandemic or an epidemic that could damage the 
Corporation’s facilities, interrupt utility services to such facilities, result in an abnormally high demand for 
health care services or otherwise impair the operation of the Corporation and the generation of revenues from 
the facilities.  The facilities of the Corporation are covered by general property insurance in an amount that 
management considered generally sufficient to provide for the replacement of such facilities in the event of 
most natural disasters; and 

7. Limitations on the availability of, and increased compensation necessary to secure and retain, nursing, technical 
and other professional personnel. 
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RATINGS 

Ratings of “A1” (positive outlook) and “AA-” (stable outlook) have been assigned to the Series 2016 
Bonds by Moody’s Investors Service, Inc. and Standard & Poor’s Ratings Services, respectively.  The ratings and an 
explanation of their significance may be obtained from the rating agency furnishing such rating.  Such ratings reflect 
only the respective views of the rating agencies. 

The Corporation has furnished such rating agencies with certain information and materials relating to the 
Series 2016 Bonds and the Corporation that have not been included in this Official Statement.  Generally, rating 
agencies base their ratings on the information and materials so furnished and on investigations, studies, and 
assumptions by the rating agencies.  There is no assurance that a particular rating will be maintained for any given 
period of time or that it will not be lowered or withdrawn entirely if, in the judgment of the agency originally 
establishing the rating, circumstances so warrant.  Neither the Authority, the Underwriters nor the Corporation has 
undertaken any responsibility to bring to the attention of the holders of the Series 2016 Bonds any proposed revision 
or withdrawal of the rating of the Series 2016 Bonds or to oppose any such proposed revision or withdrawal.  Any 
such change in or withdrawal of such rating could have an adverse effect on the market price of the Series 2016 
Bonds. 

FINANCIAL STATEMENTS 

The consolidated financial statements of the Corporation as of June 30, 2015 and 2014, and for the years 
then ended, included in APPENDIX B to this Official Statement, have been audited by KPMG LLP, independent 
auditors, as stated in their report appearing therein. 

VERIFICATION AGENT 

Concurrently with the issuance of the Series 2016 Bonds, Causey Demgen & Moore P.C., as verification 
agent, will deliver a report with respect to the mathematical accuracy of certain computations, contained in 
schedules provided to it, which were prepared by the Underwriters, relative to (a) the sufficiency of moneys and 
securities deposited into the escrow fund established pursuant to the related escrow agreement to pay, when due, the 
principal, whether at maturity or upon prior redemption, interest and redemption premium requirements of the 
Refunded Bonds and (b) the yields of the Series 2016 Bonds and the securities in the escrow fund which supports 
the opinion of Bond Counsel,  that the interest on the Series 2016 Bonds is excluded from gross income for federal 
income tax purposes.  The report of Causey Demgen & Moore P.C. will include the statement that the scope of its 
engagement is limited to verifying the mathematical accuracy of the aforesaid computations and that it has no 
obligation to update its report because of events occurring, or data or information coming to its attention, subsequent 
to the date of the report. 

LITIGATION 

Authority 

There is not now pending or, to the knowledge of the Authority, threatened any litigation restraining or 
enjoining the issuance or delivery of the Series 2016 Bonds or questioning or affecting the validity of the Series 
2016 Bonds or the proceedings or authority under which they are to be issued.  Neither the creation, organization or 
existence of the Authority nor the title of the present members or other officials of the Authority to their respective 
positions is being contested.  There is no litigation pending or, to the Authority’s knowledge, threatened which in 
any manner questions the right of the Authority to enter into the Bond Indenture or the Loan Agreement or to secure 
the Series 2016 Bonds in the manner provided in the Bond Indenture and the Act. 

Corporation 

There is no litigation pending or threatened which in any manner questions the right of the Corporation to 
secure the Series 2016 Bonds in accordance with the provisions of the Bond Indenture, the Loan Agreement or the 
Master Indenture.  There is no litigation, proceeding or investigation pending or, to the Corporation’s knowledge, 
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threatened except litigation, proceedings or investigations in which the probable ultimate recoveries and the 
estimated costs and expenses of defense, either will be entirely within the applicable insurance policy limits of the 
Corporation (subject to applicable deductibles) or will not have a materially adverse effect on the operations or 
condition, financial or otherwise, of the Corporation. 

LEGAL MATTERS 

Legal matters incident to the authorization and validity of the Series 2016 Bonds are subject to the approval 
of Quarles & Brady LLP, Bond Counsel to the Authority, whose approving opinion will be delivered with the Series 
2016 Bonds.  Certain legal matters will be passed on for the Authority by Quarles & Brady LLP, its general counsel, 
for the Corporation by its counsel, Cozen O’Connor, and for the Underwriters by their counsel, Foley & 
Lardner LLP. 

TAX EXEMPTION 

In General 

The opinion of Bond Counsel and the descriptions of the tax laws contained in this Official Statement are 
based on laws and official interpretations of them that are in existence on the date the Series 2016 Bonds are issued.  
There can be no assurance that those laws or the interpretations of them will not change or that new laws will not be 
enacted or regulations issued while the Series 2016 Bonds are outstanding in a manner that would adversely affect 
the value of any investment in the Series 2016 Bonds or the tax treatment of the interest paid on the Series 2016 
Bonds. 

Federal Income Tax Opinion of Bond Counsel 

Quarles & Brady LLP, Bond Counsel, will deliver a legal opinion with respect to the federal income tax 
exemption applicable to the interest on the Series 2016 Bonds under existing law in substantially the form attached 
as APPENDIX E hereto. 

Other Federal Income Tax Considerations 

Interest on the Series 2016 Bonds is included in the adjusted current earnings of corporations for purposes 
of the alternative minimum tax imposed by Section 55 of the Internal Revenue Code of 1986, as amended (the 
“Code”).  The Code also contains numerous other provisions which could adversely affect the value of an 
investment in the Series 2016 Bonds for particular Bondholders.  For example, (i) Section 265 of the Code denies a 
deduction for interest on indebtedness incurred or continued to purchase or carry the Series 2016 Bonds or, in the 
case of a financial institution, that portion of a holder’s interest expense allocated to interest on the Series 2016 
Bonds, (ii) Section 265 of the Code denies a deduction for expenses that are allocable to the interest on the Series 
2016 Bonds, (iii) Section 265 of the Code denies a deduction for otherwise allowable deductions of a regulated 
investment company that are allocable to distributions of the interest on the Series 2016 Bonds paid during the 
taxable year (or after the close of the taxable year pursuant to Section 855 of the Code), (iv) interest on the Series 
2016 Bonds may affect the federal income tax liabilities of life insurance companies and, with respect to insurance 
companies subject to the tax imposed by Section 831 of the Code, Section 832(b)(5)(B)(i) reduces the deduction for 
loss reserves by 15 percent of the sum of certain items, including interest on the Series 2016 Bonds, (v) interest on 
the Series 2016 Bonds earned by certain foreign corporations doing business in the United States could be subject to 
a branch profits tax imposed by Section 884 of the Code, (vi) passive investment income, including interest on the 
Series 2016 Bonds, may be subject to federal income taxation under Section 1375 of the Code for Subchapter S 
corporations that have Subchapter C earnings and profits at the close of the taxable year if greater than 25% of the 
gross receipts of the Subchapter S corporation is passive investment income and (vii) Section 86 of the Code 
requires recipients of certain Social Security and certain Railroad Retirement benefits to take into account receipts or 
accruals of interest on the Series 2016 Bonds in determining gross income.  There may be other provisions of the 
Code which could adversely affect the value of an investment in the Series 2016 Bonds for particular Bondholders.  
Investors should consult their tax advisors to determine how the provisions described under this heading and under 
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the subheadings “Original Issue Discount” and “Bond Premium,” and other provisions of the Code relating to the 
ownership of tax-exempt obligations apply to them. 

From time to time legislation is proposed, and there are or may be legislative proposals pending in the 
Congress of the United States that, if enacted, could alter or amend the federal tax matters referred to above or 
adversely affect the market value of the Series 2016 Bonds, Prospective purchasers of the Series 2016 Bonds should 
consult their own tax advisors regarding any pending or proposed federal tax legislation. Bond Counsel expresses no 
opinion regarding any pending or proposed federal tax legislation. 

Wisconsin Income Tax 

The interest on the Series 2016 Bonds is not exempt from present Wisconsin income taxes. 

Original Issue Discount 

To the extent that the initial public offering price of certain of the Bonds is less than the principal amount 
payable at maturity, such Bonds ("Discounted Bonds") will be considered to be issued with original issue discount. 
The original issue discount is the excess of the stated redemption price at maturity of a Discounted Bond over the 
initial offering price to the public, excluding underwriters or other intermediaries, at which price a substantial 
amount of such Discounted Bonds were sold ("issue price"). With respect to a taxpayer who purchases a Discounted 
Bond in the initial public offering at the issue price and who holds such Discounted Bond to maturity, the full 
amount of original issue discount will constitute interest that is not includible in the gross income of the owner of 
such Discounted Bond for federal income tax purposes and such owner will not, subject to the caveats and 
provisions herein described, realize taxable capital gain upon payment of such Discounted Bond upon maturity. 

Original issue discount is treated as compounding semiannually, at a rate determined by reference to the 
yield to maturity of each individual Discounted Bond, on days that are determined by reference to the maturity date 
of such Discounted Bond. The amount treated as original issue discount on a Discounted Bond for a particular 
semiannual accrual period is generally equal to (a) the product of (i) the yield to maturity for such Discounted Bond 
(determined by compounding at the close of each accrual period) and (ii) the amount that would have been the tax 
basis of such Discounted Bond at the beginning of the particular accrual period if held by the original purchaser; and 
less (b) the amount of any interest payable for such Discounted Bond during the accrual period. The tax basis is 
determined by adding to the initial public offering price on such Discounted Bond the sum of the amounts that have 
been treated as original issue discount for such purposes during all prior periods. If a Discounted Bond is sold or 
exchanged between semiannual compounding dates, original issue discount that would have been accrued for that 
semiannual compounding period for federal income tax purposes is to be apportioned in equal amounts among the 
days in such compounding period. 

For federal income tax purposes, the amount of original issue discount that is treated as having accrued 
with respect to such Discounted Bond is added to the cost basis of the owner in determining gain or loss upon 
disposition of a Discounted Bond (including its sale, exchange, redemption, or payment at maturity). Amounts 
received upon disposition of a Discounted Bond  that are attributable to accrued original issue discount will be 
treated as tax-exempt interest, rather than as taxable gain. 

The accrual or receipt of original issue discount on the Discounted Bonds may result in certain collateral 
federal income tax consequences for the owners of such Discounted Bonds. The extent of these collateral tax 
consequences will depend upon the owner's particular tax status and other items of income or deduction. In the case 
of corporate owners of Discounted Bonds, a portion of the original issue discount that is accrued in each year will be 
included in the calculation of the corporation's alternative minimum tax liability. Corporate owners of any 
Discounted Bonds should be aware that such accrual of original issue discount may result in an alternative minimum 
tax liability although the owners of such Discounted Bonds will not receive a corresponding cash payment until a 
later year. 

The Code contains additional provisions relating to the accrual of original issue discount. Owners who 
purchase Discounted Bonds at a price other than the issue price or who purchase such Discounted Bonds in the 
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secondary market should consult their own tax advisors with respect to the tax consequences of owning the 
Discounted Bonds. Under the applicable provisions governing the determination of state and local taxes, accrued 
interest on the Discounted Bonds may be deemed to be received in the year of accrual even though there will not be 
a corresponding cash payment until a later year. Owners of Discounted Bonds should consult their own tax advisors 
with respect to the state and local tax consequences of owning the Discounted Bonds. 

Bond Premium 

To the extent that the initial offering prices of certain of the Series 2016 Bonds are more than the principal 
amount payable at maturity, such Bonds (“Premium Bonds”) will be considered to have bond premium. 

Any Premium Bond purchased in the initial offering at the issue price will have “amortizable bond 
premium” within the meaning of Section 171 of the Code.  The amortizable bond premium of each Premium Bond 
is calculated on a daily basis from the issue date of such Premium Bond until its stated maturity date (or call date, if 
any) on the basis of a constant instant rate compounded at each accrual period (with straight line interpolation 
between the compounding dates).  An owner of a Premium Bond that has amortizable bond premium is not allowed 
any deduction for the amortizable bond premium; rather the amortizable bond premium attributable to a taxable year 
is applied against (and operates to reduce) the amount of tax-exempt interest payments on the Premium Bonds.  
During each taxable year, such an owner must reduce his or her tax basis in such Premium Bond by the amount of 
the amortizable bond premium that is allocable to the portion of such taxable year during which the holder held such 
Premium Bond.  The adjusted tax basis in a Premium Bond will be used to determine taxable gain or loss upon a 
disposition (including the sale, exchange, redemption, or payment at maturity) of such Premium Bond. 

Owners of Premium Bonds who did not purchase such Premium Bonds in the initial offering at the issue 
price should consult their own tax advisors with respect to the tax consequences of owning such Premium Bonds. 

Owners of Premium Bonds should consult their own tax advisors with respect to the state and local tax 
consequences of owning the Premium Bonds. 

CONTINUING DISCLOSURE UNDERTAKING 

The Corporation will enter into a Continuing Disclosure Undertaking (the “Undertaking”) for the benefit of 
the Series 2016 Bondholders and will provide certain information quarterly and annually and notice of certain events 
as they occur to certain information repositories consistent with the requirements of Section (b)(5) of Rule 15c2-12 
(the “Rule”) adopted by the Securities and Exchange Commission under the Securities Exchange Act of 1934.  The 
information to be provided on a quarterly (for the first three quarters) and an annual basis, the events which will be 
noticed on an occurrence basis and the other terms of the Undertaking, including termination, amendment and 
remedies, are set forth under the caption “FORM OF CONTINUING DISCLOSURE UNDERTAKING” in 
APPENDIX F. 

Failure by the Corporation to comply with the Undertaking will not constitute an event of default under the 
Master Indenture, Bond Indenture or Loan Agreement and Series 2016 Bondholders are limited to the remedies 
described in the Undertaking.  See the caption “FORM OF CONTINUING DISCLOSURE UNDERTAKING – 
Default” in APPENDIX F.  Failure by the Corporation to comply with the Undertaking must be reported in 
accordance with the Rule and must be considered by any broker, dealer or municipal securities dealer before 
recommending the purchase or sale of the Series 2016 Bonds in the secondary market.  Consequently, any such 
failure may adversely affect the transferability and liquidity of the Series 2016 Bonds and their market price. 

During the last five years, the Corporation has not failed to comply in any material respect with any 
previous continuing disclosure undertaking pursuant to the Rule. 
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FINANCIAL ADVISOR 

The Corporation has retained Kaufman, Hall & Associates, LLC, Skokie, Illinois, as financial advisor in 
connection with the issuance of the Series 2016 Bonds.  Although Kaufman, Hall & Associates, LLC has assisted in 
the preparation of this Official Statement, Kaufman, Hall & Associates, LLC was not and is not obligated to 
undertake, and has not undertaken to make, an independent verification and assumes no responsibility for the 
accuracy, completeness or fairness of the information contained in this Official Statement. 

UNDERWRITING 

The Underwriters will agree to purchase the Series 2016 Bonds when, as and if issued at an aggregate 
purchase price of $176,368,234.11 (reflecting an underwriting discount of $732,804.99 and a net original issue 
premium of $19,296,039.10),  pursuant to a Bond Purchase Agreement, as accepted by the Corporation and the 
Authority.  The Underwriters reserve the right to join with dealers and other underwriters in offering the Series 2016 
Bonds to the public.  The obligation of the Underwriters to accept delivery of the Series 2016 Bonds will be subject 
to various conditions set forth in the Bond Purchase Agreement. 

J.P. Morgan Securities LLC (“JPMS”), one of the Underwriters of the Bonds, has entered into negotiated 
dealer agreements (each, a “Dealer Agreement”) with each of Charles Schwab & Co., Inc. (“CS&Co.”) and LPL 
Financial LLC (“LPL”) for the retail distribution of certain securities offerings at the original issue prices.  Pursuant 
to each Dealer Agreement, each of CS&Co. and LPL may purchase Bonds from JPMS at the original issue price less 
a negotiated portion of the selling concession applicable to any Bonds that such firm sells. 

Loop Capital Markets LLC (“LCM”), one of the Underwriters of the Series 2016 Bonds, has entered into 
distribution agreements (each a “Distribution Agreement”) with each of UBS Financial Services Inc. (“UBSFS”) 
and Deutsche Bank Securities Inc. (“DBS”) for the retail distribution of certain securities offerings at the original 
issue prices.  Pursuant to each Distribution Agreement, each of UBSFS and DBS will purchase Series 2016 Bonds 
from LCM at the original issue prices less a negotiated portion of the selling concession applicable to any Series 
2016 Bonds that such firm sells. 

The Underwriters and their respective affiliates are full service financial institutions engaged in 
various activities, which may include sales and trading, commercial and investment banking, advisory, 
investment management, investment research, principal investment, hedging, market making, brokerage and 
other financial and non-financial activities and services. 

In the ordinary course of their various business activities, the Underwriters and their respective 
affiliates, officers, directors and employees may purchase, sell or hold a broad array of investments and 
actively trade securities, derivatives, loans, commodities, currencies, credit default swaps and other financial 
instruments for their own account and for the accounts of their customers, and such investment and trading 
activities may involve or relate to assets, securities and/or instruments of the Authority and/or Obligated 
Group Members (directly, as collateral securing other obligations or otherwise) and/or persons and entities 
with relationships with the Authority and/or Obligated Group Members.  The Underwriters and their 
respective affiliates may also communicate independent investment recommendations, market color or 
trading ideas and/or publish or express independent research views in respect of such assets, securities or 
instruments and may at any time hold, or recommend to clients that they should acquire, long and/or short 
positions in such assets, securities and instruments. 
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MISCELLANEOUS 

The references herein to the Bond Indenture, the Series 2016 Bonds, the Loan Agreement, the Series 2016 
Obligation and the Master Indenture and other materials are brief outlines of certain provisions thereof.  Such 
outlines do not purport to be complete, and for full and complete statements of such provisions reference is made to 
such instruments and other materials, executed counterparts of which will be on file at the principal corporate trust 
office of the Bond Trustee subsequent to the delivery of the Series 2016 Bonds. 

All statements in this Official Statement involving matters of opinion, whether or not expressly so stated, 
are intended as such and not as representations of fact.  This Official Statement is not to be construed as a contract or 
agreement between the Corporation or the Authority and the purchasers or owners of any of the Series 2016 Bonds.  
The execution and delivery of this Official Statement have been duly authorized by the Authority.  The Authority 
has not, however, prepared nor made any independent investigation of the information contained in the Official 
Statement except the information under the captions “THE AUTHORITY” and “LITIGATION – Authority.” 

   WISCONSIN HEALTH AND EDUCATIONAL 
FACILITIES AUTHORITY 

    
    
  By:                /s/ Dennis P. Reilly 
    Executive Director 
This Official Statement is approved:    
    
THE MEDICAL COLLEGE OF WISCONSIN, INC. 
 
 
By:  /s/ Christopher P. Kops   
  Senior Vice President for Finance 
  and Administration 
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The information contained herein as Appendix A to this Official Statement has been obtained from The Medical 
College of Wisconsin, Inc. and other sources believed to be reliable.
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INTRODUCTION 

History and Overview 

The Medical College of Wisconsin, Inc. (“MCW”) is Wisconsin’s only private, freestanding medical 
school and health sciences graduate school.  Education, research and patient care revenues comprise the majority of 
MCW’s sources of revenues. MCW has affiliations with a number of hospitals in which MCW’s faculty physicians 
provide services to patients, education to medical students and training to residents.  In addition, MCW performs 
basic, translational and patient-based research and maintains multi-specialty clinical programs in which faculty 
physicians provide medical care to patients under agreements MCW has with third-party payors, patients and others.   

MCW is a Wisconsin non-stock corporation and an organization described in Section 501(c)(3) of the 
Internal Revenue Code, as amended, which is exempt from federal income taxation under Section 501(a).  While 
MCW has certain affiliations, significant joint ventures or other arrangements, MCW is the sole member of 
the Obligated Group under the Master Indenture and is the only entity obligated on Master Notes.   

MCW traces its lineage to the 1893 founding of the Wisconsin College of Physicians and Surgeons.  In 
1913, the Wisconsin College of Physicians and Surgeons and The Milwaukee Medical College merged to become 
the Marquette University School of Medicine, which was incorporated separately on July 18, 1918.  In 1967, due to 
financial constraints, Marquette University terminated its sponsorship of the medical school.  The institution 
continued as a private, freestanding entity; its name was changed in 1970 to The Medical College of Wisconsin, Inc. 

MCW derives revenue from professional fees for patient care services, affiliate hospital contracts, research 
grants and contracts from federal agencies and the private sector, tuition, a biennial appropriation from the State of 
Wisconsin, investment income and philanthropy.  According to the most recent data available from the National 
Institutes of Health (“NIH”), during the 12 months ended September 30, 2015, MCW received $85.6 million in 
research grants from NIH and ranked among the top third of all US medical schools as the 45th largest NIH grant 
recipient.  MCW’s fiscal year runs from July 1 – June 30. 

Mission 

MCW’s mission is to be a distinguished leader and innovator in the education and development of the next 
generation of physicians, scientists, pharmacists, and health professionals; to discover and translate new knowledge 
in the biomedical and health sciences; to provide cutting-edge, collaborative, patient care of the highest quality; and 
to improve the health of the communities it serves. 

Locations 

MCW’s primary site for performance of its academic and administrative activities is on the 255-acre 
Milwaukee Regional Medical Center, Inc. (“MRMC”) campus located in Wauwatosa, Wisconsin, which is a 
complex of healthcare-related facilities operated by six independent entities.  In addition to its main campus in 
Wauwatosa, MCW offers physician education programs at two regional campuses located in Green Bay and Central 
Wisconsin.  MCW provides patient care services at Children’s Hospital of Wisconsin, Inc., Froedtert Memorial 
Lutheran Hospital, Inc., the Zablocki Veterans Affairs Medical Center and many other hospitals and clinics in 
eastern and central Wisconsin. See “FACILITIES AND PROJECT” herein for further detail.  A map of the MRMC 
campus is on the following page. 
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Affiliations with Healthcare Institutions 

MCW has numerous relationships with healthcare institutions across Wisconsin.  At these entities, MCW 
physicians provide care for patients, administrative services to hospitals, medical student education and training to 
physicians in residency and fellowship programs.   

MCW’s primary relationships are as follows: 

Froedtert Health, Inc. (“Froedtert Health”)   

Froedtert Health is an integrated health care system that combines Froedtert Memorial Lutheran Hospital, 
Inc. (“Froedtert Hospital”), two community hospitals and 25 ambulatory patient care sites to provide a full range of 
inpatient, outpatient and ancillary services. Froedtert Hospital is MCW’s primary adult teaching hospital affiliate 
and is staffed only by MCW physicians providing care in all medical specialties and subspecialties.  Froedtert 
Health and MCW are at the forefront of new technology and care in many areas, including cancer, heart and 
vascular diseases, brain injury and disorders, spinal cord injury, transplant, communication disorders, digestive 
diseases, diabetes, orthopedics, urology and women’s health.  The Froedtert & the Medical College of Wisconsin 
Clinical Cancer Center offers treatment options for all types of cancer.  Froedtert Hospital has 516 staffed beds and 
has the only adult Level 1 Trauma Center in eastern Wisconsin. Froedtert Hospital and MCW recently were ranked 
#5 in the top 10 Academic Medical Centers by University HealthSystem Consortium. 

Children’s Hospital and Health System, Inc. (“CHHS”)   

CHHS is an independent health care system dedicated solely to the well-being of children. CHHS owns and 
operates two hospitals, including Children’s Hospital of Wisconsin, Inc. (“CHW”) on the Milwaukee campus, a 
primary care network, an ambulatory surgery center, laboratory and clinical research, and other programs aimed to 
advance the health of children. CHW is the primary pediatric hospital affiliate of MCW, and is staffed by MCW 
pediatric specialists.  It has been named one of America’s Best Children’s Hospitals by US News & World Report.  
CHW is known nationally and internationally for many of its specialty programs, including cardiology and 
cardiovascular surgery, cancer and blood disorders, aerodigestive programs, and newborn and fetal care.  CHW is 
the only Level I Trauma Center in the state devoted to pediatrics.  CHW has 296 beds that include a Pediatric 
Intensive Care Unit, Neonatal Intensive Care Unit, Hematology/ Oncology/ Transplant Unit, and Short Stay Unit. 
CHW is known for its nationally recognized Heart Center and contains more than 70 specialty clinics. 

Zablocki Veterans Affairs Medical Center (“Zablocki VA”) 

The Zablocki VA, located in Milwaukee, is a major teaching affiliate of MCW with MCW physicians on 
staff.  The Zablocki VA Medical Center provides 168 acute care hospital beds. Annually, it admits more than 8,000 
patients and records more than 600,000 outpatient visits.  It is one of the busiest and most comprehensive centers 
operated by the Department of Veterans Affairs.  Approximately $9 million in annual research (primarily funded by 
the VA and NIH) is currently conducted by MCW faculty members at the Zablocki VA Medical Center. 

BloodCenter of Wisconsin (“BloodCenter”)  

The BloodCenter of Wisconsin is a pioneering leader in science and medicine, contributing to discovery, 
diagnosis, treatment and cures for patients in all of its service areas.  The BloodCenter provides diagnostic 
laboratory services to physicians nationwide, and transfusion and hematology-related services.  The BloodCenter is 
one of the only entities in the country to operate both tissue bank and organ procurement services.  Its Blood 
Research Institute, whose investigators collaborate closely with MCW researchers, is world-renowned for the 
investigation of blood-related diseases and conditions. 

Relationship with the State 

Although MCW is a private institution, as one of only two medical schools in the state, MCW maintains a 
strong relationship with the State of Wisconsin (“State”).  Over the years, MCW has received significant economic 
and non-economic support from the State, as described below. 
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State Support for MCW’s Medical Education and Graduate Medical Education Enterprises  

The State provides funding for each Wisconsin resident enrolled in MCW’s medical doctor degree 
program.  For each of fiscal year 2014 and 2015, the total tuition assistance received by Wisconsin resident medical 
students from the State was $1.9 million.  The 2015-17 biennial budget was recently signed into law and no changes 
were made to the medical student funding appropriation.  Therefore, MCW’s Wisconsin resident medical students 
will receive $1.9 million per year in both fiscal year 2016 and 2017. There are no assurances such support will 
continue after fiscal year 2017.   

The State also provides funding to MCW to support the Family Medicine Residency Program.  This 
program is operated at the hospital sites of Columbia St. Mary’s Family Practice Center, the St. Joseph’s Family 
Practice Program (formerly St. Michael’s), and the Waukesha Family Practice Program.  State funding totaled $3.3 
million in fiscal year 2014 and $4.6 million in fiscal year 2015.  The State provided increases in both fiscal years to 
train additional residents in southeast Wisconsin and to create a new family medicine residency program in northeast 
Wisconsin.  The 2015-17 biennial budget was recently signed into law and no changes were made to MCW’s Family 
Medicine Residency Program appropriation.  Therefore, MCW will receive $4.6 million per year in both fiscal year 
2016 and 2017.  There are no assurances such support will continue after fiscal year 2017.   

Also in fiscal year 2013, the Wisconsin Department of Health Services awarded two grants of $370,771 
each to develop MCW psychiatry residencies in Green Bay and Central Wisconsin.  MCW collaborated closely with 
community partners on each of these grants, which are part of a statewide program to establish new graduate 
medical education programs in rural and underserved areas.  MCW’s grantee partners are North Central Health Care 
and the Zablocki VA Medical Center. 

State Support for Construction Projects 

In the past, the State of Wisconsin has provided MCW with construction and equipment grants through 
appropriations for a number of buildings on the MCW campus.   

Since 2007, the State has provided $9.7 million to MCW to support the construction of building space and 
the purchase and installation of equipment for biomedical research and the creation of new technologies.  In 
exchange, MCW has been required to provide matching funds for such construction projects. 

In the 2013 State budget, the State legislature approved a $7.4 million project for MCW to develop two 
new regional medical school campuses in Green Bay and Central Wisconsin. The funding is being earmarked for 
building renovations and remodeling, as well as technology improvements.  Matching funds by MCW are required. 

There will be no State support for the acquisition, equipping and construction of the Project.  See 
“FACILITIES AND PROJECT” herein for further detail. 

Access to Strategic Funding – Advancing a Healthier Wisconsin  

The Advancing a Healthier Wisconsin (“AHW”) endowment was created through a $319 million 
contribution of assets from Blue Cross & Blue Shield United of Wisconsin when the company converted to for-
profit status. The funds are invested with the MCW endowment funds and are held under specified temporary and 
permanent restrictions pursuant to a grant agreement. As of June 30, 2015, the investment balance for the AHW 
endowment has grown to $436 million.  

Under the grant agreement, these funds are designated to support new and innovative activities that 
improve the health of Wisconsin residents. Sixty-five percent of these funds are designated for research and 
educational activities. Thirty-five percent of these funds are designated to support community-based initiatives 
through partnerships with community organizations.  The MCW Board of Trustees has overall responsibility for the 
AHW program, including approval of grant awards, five-year plans, and annual reports. 

The AHW endowment provides a unique and valuable source of funding that allows MCW to translate 
conceptual ideas into executed strategy. Many of MCW’s strategic initiatives have benefited from the use of AHW 
endowment funds. Two of the largest recent examples include development of the regional medical school 
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curriculum and campuses and development of an innovative School of Pharmacy. See “STRATEGIC 
INITIATIVES” herein for further detail. 

The AHW endowment positions MCW to be a leader in catalyzing health improvement through more than 
1,000 MCW and community partnerships. A recent example of these activities is the Violence Prevention Initiative 
that supported four community teams, comprised 29 diverse community-based organizations and included 
partnerships with MCW faculty and staff to implement violence prevention programs throughout Milwaukee. 

In addition, the AHW endowment affords MCW researchers with funding in the early stages of their 
research which accelerates their ability to obtain external funding. Since its inception, the AHW endowment has 
awarded $186 million in grants for more than 330 projects. 

MANAGEMENT AND GOVERNANCE 

Organization Chart 

President and CEO
John R. Raymond, Sr., MD

Dean, Graduate 
School 

Ravindra Misra, PhD

Dean, School of 
Medicine & Executive 

Vice President
Joseph Kerschner, MD

Senior VP for Finance
 and Administration and 

COO
Christopher P. Kops, CPA, 

MBA

Vice President - 
Information Services

David Hotchkiss

Chief Financial 
Officer

Marjorie Spencer, 
MBA

Vice President - 
Human Resources & 

Faculty Affairs
Sherri DuCharme-

White

Senior Director 
Planning, Design & 

Construction
Michael Stanislaus

Senior Director 
Campus Operations
Jeffrey Bornemann, 

MBA

Vice President - 
Academic Outreach
Cheryl Maurana, PhD

Vice President - 
Government & 

Community Affairs
Kathryn Kuhn

Vice President - 
General Counsel

John Newsome, JD, 
MBA

Vice President - 
Compliance & Risk

Daniel Wickeham, MS

Vice President – 
Development
Alice Archabal

Vice President – 
Communications, 
Experience and 
Brand Strategy

Mara Lord, MBA

Campus Dean, 
MCW-Green Bay
Matthew Hunsaker, 

MD

Basic Science 
Department Chairs

 

Campus Dean, 
MCW-Central 

Wisconsin
Lisa Grill Dodson, 

MD

Research Centers
 

Clinical Department 
Chairs

 

Dean, School of 
Pharmacy 

George MacKinnon III, 
PhD, MS, RPh
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Board of Trustees 

MCW is governed by a Board of Trustees (the “Board”).  The Bylaws call for a Board of up to 30 trustees, 
two of whom are appointed by the Governor of the State of Wisconsin, with the advice and consent of the Senate, 
for staggered terms of six years.  Of the remaining trustees, one is MCW’s President, who serves as long as he or she 
remains in office.  The balance of the trustees are elected by a majority vote of all trustees and, except for the alumni 
representative, the faculty representative and any trustee who continues to serve as a trustee by virtue of service as 
an officer of MCW, serve for staggered six year terms.  The alumni representative is elected by the Board from one 
or more nominees submitted by the Directors of the Alumni Association to serve for a three-year term.  The faculty 
representative, who is a member of the faculty, is elected by the Executive Committee of the Faculty, subject to 
confirmation by the Board.  Board trustees are not compensated, but may be reimbursed for reasonable expenses. 
 

Current trustees, their offices (if any), their principal outside activity, and years of service are as follows: 

 

Trustee Occupation 

Length 
of 

Service 
  Term 
Expires** 

Mary Ellen Stanek (Chair)1,3 Managing Director, Robert W. Baird & Co., Inc. 14 2016 
Stephen Roell (Vice Chair) 1 Retired Chair and CEO, Johnson Controls 7 2020 
Jay B. Williams (Secretary) 1,3 Retired, President and CEO, Milwaukee Public Museum 13 2016 
P. Michael Mahoney (Treasurer) 1,3 Chair and CEO, Park Bank 25 2016 
Jon D. Hammes (Immediate Past 
Chair) 1,3 

Managing Partner, Hammes Company, LLC 15 2016 

Steven C. Bergin, MD Obstetrician & Gynecologist, Aspirus OB/GYN Associates 1 2017 
Elizabeth (Betsy) Brenner1 President & Publisher, The Milwaukee Journal Sentinel 5 2016 
John T. Byrnes Executive Chair of the Board & President, Mason Wells, Inc. 7 2020 
Ricardo Diaz2 Executive Director, United Community Center 2 2019 
Susan A. Feith Vice Chair, Mead Witter Foundation, Inc. 6 2021 
Philip B. Flynn1,3 President and CEO, Associated Banc-Corp 3 2018 
Harold (Gus) Frank Chair, Forest County Potawatomi Foundation 1 2020 
Joseph E. Geenen, MD Clinical Professor of Medicine, MCW; GI Associates, LLC 10 2017 
Paul W. Griepentrog, JD, CPA2 Shareholder, Godfrey & Kahn 1 2020 
Stephen W. Hargarten, MD, MPH Professor & Chair of Emergency Medicine, MCW 1 2016 
Ted D. Kellner, CFA Executive Chair, Fiduciary Management, Inc. 10 2017 
Joseph E. Kerschner, MD Dean of the School of Medicine & Executive Vice President, 

MCW 
4 N/A 

Gale E. Klappa Chair, President and CEO, Wisconsin Energy Corporation 9 2018 
Cory L. Nettles1,3 Partner, Quarles & Brady, LLP 9 2018 
Wayne C. Oldenburg3 President and CEO, Oldenburg Group Inc. 5 2016 
Janis M. Orlowski, MD, MACP1 Chief Health Care Officer, Association of American Medical 

Colleges 
1 2020 

John R. Raymond, Sr., MD1,3 President and CEO, MCW 5 N/A 
Kristina M. Ropella, PhD* Opus Dean, Opus College of Engineering, Marquette University * 2021 
Thomas L. Spero1,3 Retired Office Managing Partner, Wisconsin Practice Deloitte 

LLP 
7 2020 

Owen J. Sullivan1,2 Former President, Specialty Brands 6 2021 
Gregory M. Wesley1,2,3 Partner, MWH Law Group, LLP 6 2021 

    
1 Member of the Executive Committee 
2 Member of the Audit Committee 
3 Member of the Finance Committee 
* Member was appointed in 2015 
** Term expires June 30.  For those terms expiring June 30, 2016, the nominating process has commenced. 
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Trustees, through MCW’s Service and Confidentiality Agreement, acknowledge the duties of service, 
loyalty and care in carrying out Board responsibilities.  Trustees agree to disclose any actual or potential conflicts of 
interest, as required by, and in compliance with MCW Bylaws.  Trustees agree not to participate in any discussion or 
decision that the Board is responsible for making in which the trustee personally, or a member of her/his family, or 
the business in which she/he works, would benefit financially or otherwise.  Each trustee agrees that by virtue of 
membership on the MCW Board, she/he will gain access to confidential and proprietary information which is crucial 
to MCW’s operations, and that the trustee will not use or disclose the information in any manner, except as required 
by her/his service to MCW or as required by law.    

Quarles & Brady, LLP represents the Wisconsin Health and Educational Facilities Authority, and will serve 
as bond counsel in connection with the Series 2016 Bonds.  It also has served as bond counsel in previous bond 
transactions.  Cory L. Nettles, trustee of MCW, is a partner of Quarles & Brady LLP.   

Robert W. Baird & Co., Inc. is acting as an underwriter in connection with the series 2016 Bonds.  Mary 
Ellen Stanek, trustee of MCW, is the Managing Director of Robert W. Baird & Co., Inc.   

Committees 

The Board has the following primary standing committees: 

Executive Committee.  The Executive Committee is elected by the Board and consists of not less than nine 
trustees who are Chairs of the committees described below – one of whom is the Chair – plus the President, who 
serves ex officio with vote.   Except as such powers may be limited by law or otherwise restricted by the Articles of 
Incorporation, Bylaws, or act of the Board, the Executive Committee has and may exercise, when the Board is not in 
session, all the powers of the Board in the management of the business and affairs of MCW.   
 

Finance Committee.  The Finance Committee is appointed by the Chair and consists of not less than five 
trustees, including the Treasurer of MCW.  The Finance Committee is required to take such steps as are necessary 
for the sound fiscal operation of MCW and for the provision of such funds as are necessary to operate the programs 
approved by the Board.  The Finance Committee recommends to the Board the fiscal policies for the operation of 
MCW, and considers and determines such issues related to financial exigency, and other duties as may be required 
of it by any bylaw of MCW, or by the Board, or by the Executive Committee. 

Audit Committee.  The Audit Committee is appointed by the Chair with the approval of the Finance 
Committee, and consists of at least three trustees, no more than two of whom may be members of the Finance 
Committee.  This Committee, among other responsibilities, oversees the scope and results of the external audit 
engagements, reviews MCW’s Form 990 prior to filing, and monitors the activities of MCW’s compliance and 
internal audit functions.   

Other Standing Committees.  Other standing committees established by the Bylaws include: 
• Academic, Clinical and Research Affairs Committee 
• Compensation Committee 
• Facilities Committee 
• Investment Committee 
• Institutional Advancement Committee 
• Marketing and Public Affairs Committee 
• Nominating and Evaluation Committee 

In addition to the foregoing committees, special committees may from time to time be constituted by the 
Chair, subject to the approval of the Board. 

Administration 

The Chief Executive Officer of MCW is the President, John R. Raymond, Sr., MD, who is elected by and 
serves at the pleasure of the Board of Trustees.  He supervises and controls all of the affairs of MCW – academic, 
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fiscal, community service and others.  The immediate governance of MCW is committed to the President and Chief 
Executive Officer and, through him, to the assisting officers and the faculty of MCW. 

The current principal administrative officers of MCW are: 

John R. Raymond, Sr., MD, President and CEO.  John R. Raymond, Sr., MD, assumed his position as 
MCW’s sixth President on July 1, 2010.  He was previously Vice President for Academic Affairs and Provost at the 
Medical University of South Carolina (“MUSC”).  A practicing nephrologist who plays active roles in clinical care, 
teaching and faculty mentorship, Dr. Raymond also is a medical researcher studying the basic mechanisms of kidney 
cell function.  He has published more than 140 full-length manuscripts and earned nearly $40 million of grant 
funding over the course of his career.  Dr. Raymond joined the MUSC faculty in 1996 as the Dialysis Clinics 
Incorporated Professor of Medicine.  He served as Associate Chief of Staff for Research at the Ralph H. Johnson 
VA Medical Center in Charleston, SC, from 1998-2002.  Dr. Raymond was MUSC’s Associate Provost for 
Research from 2001-2006, and Vice President for Academic Affairs and Provost from 2002-2010.  He is a peer-
designated Best Doctor®, and an NIH-funded scientist.  He received his undergraduate and medical degrees with 
honors from the Ohio State University, and performed his internship, residency, chief residency and nephrology 
fellowship training at Duke University Medical Center.  After completing his training, he joined Duke’s faculty 
where he rose through the ranks to attain tenure.  Dr. Raymond is a member of the Board of Directors of the United 
Way of Greater Milwaukee, and the Kidney Foundation of Wisconsin.  He is President of the Board of the American 
Heart Association of Metro Milwaukee, and served as Chair of the American Heart Association’s 2011 Milwaukee 
Heart Walk.  Dr. Raymond has served on the editorial boards of the American Journal of Physiology – Renal 
Physiology, the Journal of Biological Chemistry and Assay Drug Development Technology.  He was selected for 
membership in both the Association of American Physicians and the American Society for Clinical Investigation.  
Among Dr. Raymond’s many honors are awards for excellence in leadership, research, mentorship, service, 
diversity, teaching and clinical care.   

Joseph E. Kerschner, MD, Dean of the School of Medicine and Executive Vice President.  Dr. 
Kerschner was named Dean of the Medical College of Wisconsin School of Medicine in November 2011 after 
serving as Interim Dean for 11 months.  Prior to that, he served for five years as CEO of Children’s Specialty Group, 
the pediatric specialty group practice.  He also served as Executive Vice President for Children’s Hospital and 
Health Systems and as MCW’s Senior Associate Dean for Clinical Affairs – Pediatric Practice and Interim Chair 
and Professor of Otolaryngology and Communication Science.  Dr. Kerschner earned his Bachelor of Science 
degree from the University of Wisconsin-Milwaukee, and graduated from MCW’s Medical School. He completed a 
residency in otolaryngology at the University of South Florida in Tampa. He returned to MCW to complete a 
fellowship in pediatric otolaryngology at Children’s Hospital of Wisconsin, and joined the MCW faculty in 1998. 
Dr. Kerschner, a board-certified otolaryngologist, is a nationally-recognized leader in academic medicine, with more 
than 110 peer-reviewed publications, numerous invited lectureships and leadership positions in academic medicine. 
These have included President of the American Society of Pediatric Otolaryngology and Founding Secretary of the 
International Society for Otitis Media and Associate Editor of the International Journal of Pediatric 
Otorhinolaryngology. He has served on numerous scientific review panels for the NIH and his laboratory has been 
continuously funded by the NIH since 2001. He is a member of numerous professional societies including; Fellow 
of the American Academy of Otolaryngology-Head and Neck Surgery, Fellow of the American College of 
Surgeons, and the American Academy of Pediatrics. He is a peer-recognized Best Doctor in America continuously 
since 2004.  Dr. Kerschner is Chair-Elect of the American Association of Medical Colleges’ Council of Deans and 
in November 2017 will begin his two-year term as Chair. 

Christopher P. Kops, CPA, MBA, Senior Vice President for Finance and Administration and Chief 
Operating Officer.  Christopher P. Kops, CPA, MBA, was named Senior Vice President for Finance and 
Administration and Chief Operating Officer, effective February 15, 2016.  Mr. Kops possesses 25 years of 
experience providing leadership and direction, with demonstrated success in motivating and managing people.  Mr. 
Kops has extensive experience in financial and administrative management, strategic planning, process 
improvement, faculty recruitment, and program development.  From 2011-2015, he served as Vice President and 
Associate Dean for Administration and Finance, in the University of Chicago’s Division of Biological Sciences. 
From 2004-2011, Mr. Kops was Vice Dean for Administration and Finance at the University of Pennsylvania 
School of Medicine, and from 1998-2004 served as Executive Director of Finance and Chief Finance Officer.  From 
1985-1998, Mr. Kops was a partner in the Healthcare Legislative and Regulatory Group at Coopers and 
Lybrand.  Earlier in his career, he held positions as a senior accountant and staff auditor.  Mr. Kops earned a 
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Bachelor of Science degree in business administration from Drexel University in 1983 and a Masters of Business 
Administration degree in healthcare administration from LaSalle University in 1990. 

 
Ravindra P. Misra, PhD, Dean of the Graduate School of Biomedical Sciences.  Dr. Misra, Professor of 

Biochemistry, has served as Dean of MCW’s Graduate School of Biomedical Sciences since 2010.  Within the 
Graduate School, Dr. Misra has been involved in nearly all aspects of graduate education at MCW, as well as having 
significant participation in medical education. He is currently Chair of the Interdisciplinary Biomedical in 
Biomedical Sciences (IDPBS) Graduate Program Curriculum Committee. He also serves as a steering committee 
member for the MCW’s program in regenerative medicine.  As a research scientist, Dr. Misra’s studies focus on 
building a better understanding of the molecular and genetic mechanisms involved in cardiac function and heart 
formation, focusing on molecular genetic basis for the development of the coronary vascular system. He has served 
as a Charter member of the NIH Cardiac Differentiation and Development study section, a reviewer for numerous 
scientific journals, and as an ongoing ad hoc member of various other national and international scientific review 
panels, including the American Foundation for Aging Research and the Wellcome Trust.  Dr. Misra completed his 
undergraduate studies in microbiology at Rutgers College of Rutgers University and received both his MSc degree 
and PhD in biochemistry from New York University School of Medicine.  He joined MCW’s Biochemistry faculty 
in 1993 after completing postdoctoral fellowships in microbiology and molecular genetics at Harvard Medical 
School.  

George E. MacKinnon III, PhD, MS, RPh, Founding Dean of the School of Pharmacy. Dr. MacKinnon 
was named to this new position effective October 1, 2015.  He most recently served as Founding Dean and Professor 
of Pharmacy, and Vice Provost for Health Sciences at Roosevelt University’s College of Pharmacy in Chicago, 
Illinois.  During the past 25 years, Dr. MacKinnon has engaged in clinical practice, research, teaching and academic 
administration through joint academic appointments in medicine and pharmacy at various educational institutions 
across the country.  Dr. MacKinnon has been involved in a leadership capacity in the establishment and 
accreditation of three new colleges of pharmacy in the U.S.  Additionally, in the 1990s, he served in an 
administrative capacity in the expansion of a college of medicine to a health science university with two distinct 
campuses in two states.  Dr. MacKinnon received a Bachelor of Science degree in Pharmacy in 1988 and a Master 
of Science degree in Hospital Pharmacy in 1990, both from the University of Wisconsin-Madison School of 
Pharmacy, and completed two years of post-graduate clinical pharmacy residency training at the University of 
Wisconsin Hospital and Clinics. 
 

Marjorie Spencer, MBA, Chief Financial Officer.   Marjorie Spencer joined MCW in April, 2007.  Prior 
to her arrival at MCW, Ms. Spencer was Chief Operating Officer for the faculty practice plan affiliated with the 
University of Washington, School of Medicine.  Before joining the University of Washington, Ms. Spencer was a 
manager with ECG Management Consultants, where her clients included academic medical centers and schools of 
medicine including Stanford University School of Medicine, Johns Hopkins University School of Medicine, 
Washington University School of Medicine, Emory University School of Medicine and Baylor College of Medicine.  
Ms. Spencer received her Bachelor of Science degree from Oregon State University and her Masters of Business 
Administration from Willamette University. 

Ms. Spencer has announced her retirement and will be leaving by June 30, 2016.  Management is reviewing 
how best to transition the activities Ms. Spencer oversees following her departure. Christopher Kops, the Senior 
Vice President for Finance and Administration and Chief Operating Officer, will lead the search team for Ms. 
Spencer’s replacement. 

In addition, the following officers provide executive leadership at MCW:   

• Vice President and General Counsel, John (Jack) Newsome, JD, MBA 
• Vice President for Academic Outreach, Cheryl Maurana, PhD 
• Vice President of Communications, Experience and Brand Strategy, Mara Lord, MBA 
• Vice President of Compliance and Risk, Daniel Wickeham, MS 
• Vice President of Development, Alice Archabal 
• Vice President of Government and Community Affairs, Kathryn Kuhn 
• Vice President of Human Resources and Faculty Affairs, Sherri DuCharme-White 
• Vice President of Information Services, David Hotchkiss 
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EDUCATION, RESEARCH, PATIENT CARE AND COMMUNITY ENGAGEMENT 

MCW integrates the missions of Education, Research, Patient Care and Community Engagement through 
the operations of 6 basic science departments, 20 clinical departments, and 12 centers and institutes (listed below):   

Basic Science Departments  
Biochemistry Microbiology and Molecular Genetics 
Biophysics Pharmacology and Toxicology 
Cell Biology, Neurobiology and Anatomy Physiology  
  
  
Clinical Departments  
Anesthesiology Otolaryngology and Communication Sciences 
Dermatology Pathology 
Emergency Medicine Pediatrics 
Family and Community Medicine Physical Medicine and Rehabilitation 
Medicine Plastic Surgery 
Neurology Psychiatry and Behavioral Medicine 
Neurosurgery Radiation Oncology 
Obstetrics and Gynecology Radiology 
Ophthalmology Surgery 
Orthopaedic Surgery Urology 
  
  
MCW Centers and Institutes  
Biotechnology and Bioengineering Center 
Cancer Center 
Cardiovascular Center 
Center for Bioethics and Medical Humanities 
Center for Imaging Research 
Center for Infectious Disease Research 
 

Center for Patient Care & Outcomes Research 
Digestive Disease Center 
Human and Molecular Genetics Center 
Injury Research Center 
Institute for Health and Society 
Neuroscience Research Center  

 
See “Designated Research Centers” herein for further detail, including a listing of Federal and International 

Centers.   

MCW and Marquette University have formally approved the creation of a joint Department of Biomedical 
Engineering which will launch in August 2016.  This joint department, which will be established as a new Basic 
Science department at MCW, will award undergraduate degrees, Master degrees (MS and MSEng) and PhDs. 

Faculty 

MCW’s faculty members hold the rank of Instructor, Assistant Professor, Associate Professor or Professor.  
Minimum criteria for faculty appointments include a terminal degree (generally MD and/or PhD) and a major 
commitment to research and/or other scholarly activities, teaching, service and clinical excellence where 
appropriate.  As of December 31, 2015, MCW employed approximately 1,620 full- and part-time faculty members.  
See “EMPLOYEES” herein for further detail. 

Most faculty, with the exception of those who hold Instructor, tenure, extended or indefinite appointments, 
receive renewable term contracts of one to five years in length, depending upon academic rank.  Faculty above the 
rank of Assistant Professor also must be in one of four academic Paths: Traditional, Clinician-Educator, Clinician-
Administrator, or Research.  Award of tenure is available only to Associate Professors and Professors in the 
Traditional or Clinician-Educator Paths.  Tenure provides the individual a continuous faculty position and protection 
from dismissal for reasons unrelated to professional misconduct.  Prior to July 2012, faculty in the Clinician-
Educator Path promoted to the rank of Professor without tenure automatically received an indefinite appointment.  
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Salary for faculty with indefinite appointments is contingent on continuing revenue sources, primarily clinical 
income and hospital support.   

Education 

MCW offers accredited educational programs and awards the following medical and graduate degrees:  

• Doctor of Medicine (MD).   

• Doctor of Philosophy (PhD).  Basic and translational research; biochemistry; biophysics; biostatistics; 
cell and developmental biology; functional imaging (joint PhD program with Marquette University); 
microbiology, immunology and molecular genetics; pharmacology and toxicology; physiology; and 
public and community health; MD-PhD (joint with the MCW Medical and Graduate School) through 
the medical scientist training program. 

• Master of Science (MS).  Bioinformatics (joint MS program with Marquette University); clinical and 
translational science; healthcare technologies management (joint MS program with Marquette 
University); medical physiology; joint MD-MS in clinical translational science between the MCW 
Medical and Graduate School. 

• Master of Public Health (MPH).  Joint MPH program with Mount Mary University in addition to 
MCW’s self-directed program. 

• Master of Arts (MA).  Bioethics. 

• Graduate Certificate Programs.  Clinical bioethics; clinical and translational science; population health 
management; public health; public health ethics and research ethics.   

MCW will offer an Anesthesiologist Assistant Master of Science degree program to 10-16 students per 
class over a 28-month curriculum, with a target matriculation date of August 2016.  It will be administered through 
the MCW School of Medicine. Only 11 such programs exist in the United States, and MCW’s will be the first in 
Wisconsin. 

In May 2015, the MCW Board of Trustees approved the creation of the MCW School of Pharmacy to 
address rapid changes in the pharmacy profession, including an increase in the aging population, the impending 
retirement of many practicing pharmacists, and the continuing demand for primary care and health services in rural 
and underserved urban areas.  MCW’s School of Pharmacy will be transformative in reshaping how pharmacists 
contribute to healthcare through an emphasis on interprofessional, team-based practice experiences.  Additionally, 
MCW’s pharmacy students will be exposed to specialty practice in pharmacogenomics, pediatrics, cancer, mental 
health, research and other benefits of an academic medical center.  This endeavor will be enhanced by the 
engagement of MCW’s hospital partners, pediatric and adult practices, and community partners, as well as MCW’s 
expertise in research and education.    

The initial design and development of the School of Pharmacy is being supported by a $3 million grant 
from the Advancing a Healthier Wisconsin (“AHW”) Endowment. This is a key example of how AHW has been 
transformative both to MCW and the health of the people of Wisconsin.  See “INTRODUCTION” for additional 
information concerning AHW.  The School of Pharmacy is anticipated to launch in summer 2017.  After a start-up 
period, it will be self-sustaining through tuition revenues expected to range from $37,000 - $40,000 per year for a 
class size of 60 students.  George E. MacKinnon III, PhD, MS, RPh, was named as Founding Dean of the Medical 
College of Wisconsin School of Pharmacy, effective October 1, 2015.   

Medical School Education 

Over the past five years, entering medical school class enrollment at MCW-Milwaukee has ranged from 
204 to 209 students.  At MCW-Green Bay, the first class of 26 medical school students matriculated in July 2015.  A 
comparable class size is planned for MCW-Central Wisconsin in July 2016.  The MCW-Milwaukee Class of 2019 
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has an average undergraduate grade point average of 3.75, compared to the national average of 3.69 (according to 
the Association of American Medical Colleges).  Approximately 50% of enrolled students are Wisconsin residents 
along with 13% from California, 8% from Illinois, 4% from Minnesota, and the balance from more than 36 
additional states and foreign countries.  Women represent 43% of the student body.  Typically 40 or more 
undergraduate majors and 80-90 undergraduate institutions are represented in the MCW-Milwaukee entering class.  
Of the 188 fourth-year medical students at MCW for the academic year 2014-2015, 184 students obtained first-year 
residency positions through the National Residency Matching Program, Supplemental Offer and Acceptance 
Program, and the Canadian Resident Matching Service.  The remaining four students obtained first-year positions 
through the Military Match. 

Student Enrollment 

The following table summarizes MCW’s student enrollment over the five academic years ending June 30:  

 2012 2013 2014 2015 2016 
Medical Students 818 810 811 817 845 

 

The following table sets forth MCW’s applicants for the medical doctor degree program over the five 
academic years ending June 30.  Note that for 2015 and 2016, the totals include application, acceptance and 
enrollment at MCW-Green Bay, which matriculated its first class of medical students in July 2015. 

 2012 2013 2014 2015 2016 
Applicants 5,575 5,535 5,795 6,291 5,396 
Accepted    458    463    417    419    450 
% Admitted (of Applicants)     8.2%     8.4%     7.2%     6.7%     8.3% 
Enrolled    204    204    209    204    230 
% Enrolled (of Admitted)   44.5%   44.1%   50.1%   48.7%   51.1% 

 
MCW’s tuition for students in the medical doctor degree program differs for Wisconsin residents and out-

of-state students.  Tuition and fees charged to first-year students have increased annually over the five academic 
years ending June 30, as set forth in the following table: 

 2012 2013 2014 2015 2016 
Out-of-State Student $43,790 $45,104 $49,100 $49,837 $50,700 
Change from Previous Year         6.0%         3.0%         8.9%         1.5%         1.7% 
State of Wisconsin Tuition Assistance ($5,980) ($5,864) ($5,575) ($5,000) ($4,485) 
Wisconsin Resident $37,810 $39,240 $43,525 $44,837 $46,215 
Change from Previous Year         6.0%         3.8%       10.9%         3.0%         3.1% 

MCW’s medical school curriculum, the Discovery curriculum, is a dynamic model that features multifaceted 
learning modalities – including classroom experiences led by nationally-recognized faculty, clinical experiences 
guided by expert mentors, peer-based small group interactions and opportunities for individualized career pursuits.  
The Discovery curriculum allows students to learn in the presence of patients during all four years of medical school 
and have the opportunity to choose one of eight Pathways.  It also exposes students to integrated clinical and basic 
science courses throughout their four years, offering more interactive teaching methods that help develop the 
communication skills needed in the real world of patient care. The MCW-Milwaukee Pathways are: 

• Bioethics Pathway  
• Clinician Educator Pathway  
• Global Health Pathway  
• Health Systems Management and Policy Pathway 
• Physician Scientist: Clinical and Translational Research Pathway 
• Physician Scientist: Molecular and Cellular Research Pathway 
• Quality Improvement and Patient Safety Pathway 
• Urban and Community Health Pathway 
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At MCW-Green Bay and MCW-Central Wisconsin, the Physician in the Community Pathway is the only 

Pathway offered.  It links education with Northeastern and Central Wisconsin community needs and assets, and 
provides knowledge, skills and attitudes required to develop the medical student into an effective community- and 
patient-centered physician. 

In 2012-13, MCW undertook significant facility upgrades to support the Discovery curriculum.  See 
“FACILITIES AND PROJECT” herein for further detail.   

Graduate Biomedical and Health Sciences Education  

The primary mission of MCW’s Graduate School of Biomedical Sciences is the education of biomedical 
scientists and health science professionals.  Graduate students come from the United States and around the world, 
providing a diverse population for educational and social interactions that extend well beyond the classroom and 
laboratory.  Over the past five years, graduate school enrollment has ranged from 372 to 441 students and includes 
students enrolled in joint degree programs and in the Master of Public Health program.  MCW medical school 
faculty members actively participate in the education and research training of graduate students.  Class size is 
smaller than the average medical school class size, and students conduct research in the laboratories of faculty 
mentors.   Career opportunities in the biomedical science and health science fields include; clinical research, clinical 
data management, drug safety, medical science liaison, science writing, technical writing, think tanks, and many 
more. 

MCW’s research programs offer opportunities for students to study with funded investigators doing 
biomedical and health sciences research.  In addition to research projects in traditional academic biomedical 
departments, interdisciplinary research opportunities are available in areas such as cancer biology, functional 
imaging, molecular biology and genetics, neuroscience and cardiovascular physiology.  Health science research 
opportunities are offered through programs in MCW’s Institute for Health and Society.  

 Graduate Medical Education 

In addition to degree programs, MCW provides program direction for the residency and fellowship 
programs for graduate medical education through Medical College of Wisconsin Affiliated Hospitals, Inc. 
(“MCWAH”).  MCWAH was established in 1980 to facilitate the administration of graduate medical education 
programs.  MCWAH offers 86 Accreditation Council for Graduate Medical Education (“ACGME”) accredited 
residency and fellowship programs plus an oral-maxillofacial residency accredited by the American Dental 
association.  Each program (except for two) is supervised by a program director who is a full-time faculty member 
of MCW.  Most of the residents and fellows rotate through two or three of MCWAH’s 11 affiliated regional 
institutions as noted below.  All receive comprehensive training that prepares them for board certification in the 
specialty or subspecialty (if available) of their choice.  

• Aurora Health Care (e.g., Aurora St. Luke’s, Aurora Sinai and Aurora Psychiatric Hospital) 
• BloodCenter of Wisconsin 
• CHW 
• Columbia-St. Mary’s Hospital 
• Froedtert Hospital 
• Medical College of Wisconsin 
• Milwaukee County 
• Mosaic Family Health – Appleton 
• Waukesha Memorial Hospital 
• Wheaton Franciscan Healthcare 
• Zablocki VA Medical Center 

MCWAH has more than 900 residents and fellows in its graduate medical education training programs.  It 
offers over 225 first-year residency positions in 27 disciplines.  The residency positions are filled through the 
National Residency Matching Program and other specialty matching programs with graduates from medical schools 
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accredited by the Liaison Committee on Medical Education (“LCME”), osteopathic medical schools or graduates 
who are certified by the Educational Commission for Foreign Medical Graduates.   Educational experiences for 
house staff in every MCWAH program are enhanced further by contacts with faculty and house staff in other 
specialty areas.  Clinical fellowships at MCW are open to physicians who have completed their core regional 
residency training.  Non-ACGME accredited fellowship positions are available in more than 30 additional 
subspecialties. 

Accreditations 

In 2011, the LCME awarded a full, eight-year accreditation (the maximum period) to MCW.  The LCME is 
a joint committee representing the American Medical Association and the Association of American Medical 
Colleges.  All medical schools in the United States are required to have this accreditation.  The next LCME 
accreditation site visit is expected in 2019. 

In 2007, the Higher Learning Commission of the North Central Association for Colleges and Schools 
(“HLC”) granted reaccreditation to MCW for 10 years (the longest possible term).  The HLC is the accrediting body 
for all institutions of higher education in MCW’s geographic region.  The next HLC accreditation site visit is 
planned for October 2016. 

In spring 2014, the LCME determined that resources appear adequate to support establishment of MCW-
Green Bay.  The HLC expanded its current accreditation of MCW’s main campus in Milwaukee to include MCW-
Green Bay.  MCW-Green Bay matriculated its first class of medical students in July 2015. 

In early 2015, the LCME determined that resources appear adequate to support the establishment of MCW-
Central Wisconsin.  The HLC expanded its current accreditation of MCW’s main campus in Milwaukee to include 
MCW-Central Wisconsin.  MCW-Central Wisconsin will matriculate its first class of students in July 2016. 

The MCW School of Pharmacy submitted a preliminary Pre-Candidate Accreditation application for 
awarding the doctor of pharmacy (PharmD) degree to the Accreditation Council for Pharmacy Education (ACPE) in 
January 2016.  It is anticipated that the decision to award Pre-Candidate Status will be determined by the ACPE in 
January 2017. 

The residency programs and most fellowship programs directed by MCW are accredited by the ACGME. 

The continuing education program at MCW is accredited by the Accreditation Council for Continuing 
Medical Education.   



 

A-15 

Research  

Overview 

Through discovery, MCW advances the prevention, diagnosis and treatment of disease and injury by 
creating new knowledge in basic, translational and patient-based research.  MCW is a major national research 
center, the largest research institution in eastern Wisconsin and the second-largest in the state.   

Among MCW’s strategic goals is to be recognized in the upper echelon of research-intensive medical 
schools; the institution is doing this by building upon its current areas of excellence while also developing nationally 
distinguished interdisciplinary research programs.  To that end, MCW has developed interdisciplinary research 
centers and the Clinical and Translational Science Institute, acquired technologies essential for conducting cutting 
edge biomedical research, ensured up-to-date research facilities and services, created a more efficient research 
administrative process, and enhanced faculty networking and mentoring programs.   

The amount of research funding that MCW has received during the prior three fiscal years has been stable.  
In fiscal year 2015, MCW faculty conducted more than 3,200 research studies, including clinical trials, and received 
more than $158 million in grant awards for research, teaching, training and related purposes from contributions and 
government and private-sector research grants.  This included $138.7 million for research – of which $85.6 million 
was funding from the NIH during the federal government’s fiscal year 2015. In fiscal year 2014, MCW received 
more than $153 million in grant awards, including $138.1 million for research– of which $79.5 million was funding 
from the NIH during the federal government’s fiscal year 2014.  And in fiscal year 2013, MCW received more than 
$159 million in grant awards, including $143.8 million for research– of which $88.7 million was funding from the 
NIH during the federal government’s fiscal year 2013.  

More than 50 new discoveries and inventions were made at MCW in fiscal year 2015.  Additionally, 
approximately 220 technologies are covered by more than 257 pending and issued US and foreign patents.  MCW 
has 54 technology license agreements with pharmaceutical, biotechnology and medical device companies.  MCW 
possesses research and development affiliations with 29 campus institutions, major universities, research institutions 
and healthcare organizations, as well as government and venture capital groups in Wisconsin and beyond. 

Research Funding and Grants 

The following is a sample list of federal funding and grants received by MCW in recent years: 

• A $22.0 million, five-year NIH Clinical & Translational Science Award (2015-2020), which was a 
renewal of an $20.0 million, five-year NIH grant (2010-2015), both grants to support the federally-
designated Clinical and Translational Science Institute. 

• A $19.5 million, five-year contract (2012-2017) from the U.S. Department of Health and Human 
Services (HHS) for a stem cell therapeutic outcomes database. 

• A $17.3 million, five-year NIH grant (2013-2018) to support a data resource for analyzing blood and 
marrow transplants. 

• An $11.5 million, five-year NIH grant (2011-2016) to study the genetic and physiological basis of salt-
sensitive hypertension. 

• A $9.5 million, five-year NIH grant (2014-2019) to renew the core grant for the NIH-designated Center 
for AIDS Intervention Research.  
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Designated Research Centers 

MCW conducts research in its 26 academic departments; additionally, MCW conducts research in several 
of its multidisciplinary institutes/centers.   

The following table sets forth MCW’s federally, institutionally, and internationally designated research 
centers: 

 
Center 

Designation 
 

Center Description 
Year 

Established 
Federal National Biomedical Electron Paramagnetic Resonance Center 1975 
 National Center for AIDS Intervention Research (CAIR) 1994 
 National Clinical and Translational Science Institute of Southeast 

Wisconsin (CTSI) 
Wisconsin CIREN (Crash Injury Research and Engineering 

Network) Center 

2007 
 

2001 

Institutional Biotechnology and Bioengineering Center (BBC) 
Cancer Center 
Cardiovascular Center (CVC) 
Center for Bioethics and Medical Humanities 
Center for Imaging Research (CIR) 
Center for Infectious Disease Research (CIDR) 
Center for Patient Care and Outcomes Research 
Digestive Disease Center 
Human and Molecular Genetics Center 
Injury Research Center (IRC) 
Institute for Health and Society 
Neuroscience Research Center 

2002 
1984 
1992 
1982 
2002 
2002 
2001 
1988 
1999 
2001 
2010 
2010 

International Center for International Blood and Marrow Transplant Research 
(CIBMTR) 

2004 

 
 

Discoveries 
 

Throughout MCW’s history, faculty scientists and physicians have generated more than 200 discoveries, 
innovations and inventions that have helped to save lives and improve health, among them: 

2015: Identified a protein that is linked to the development of post-viral infection asthma.  The discovery 
is the first step in generating a novel type of asthma therapy designed to prevent development of 
post-viral asthma in young children.  (Brian Volkman, PhD, Biochemistry; Mitchell Grayson, MD, 
Pediatrics) 

2014: Found that a surgically-implanted upper airway stimulation device reduced obstructive sleep 
apnea episodes by 70 percent.  (B. Tucker Woodson, MD, Otolaryngology & Communication 
Sciences) 

2012: Comparing whole genome sequences for non-small cell lung tumors and adjacent normal tissue, 
alterations in five novel genes were discovered and may lead to new treatments for lung cancer.  
(Ming You, MD, PhD, MCW Cancer Center) 

2011: Alternative method of CPR proven to increase long-term survival of patients.  (Tom Aufderheide, 
MD, Emergency Medicine)  
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2010: Discovered that changes in concentration of cell-free donor-specific DNA in recipient plasma can 
be used as a marker of cell injury following organ transplantation.  (Aoy Tomita Mitchell, PhD, 
and Michael E. Mitchell, MD, both Surgery) 

2010: For the first time, used genetic sequencing (whole exome) to diagnose and successfully treat an 
unknown disease.  (Elizabeth Worthey, PhD, Institute for Health and Society; Alan Mayer, MD, 
PhD, Pediatrics;  Howard Jacob, PhD, Physiology; David Dimmock, MD, Pediatrics) 

2010: Invented a device to treat acid reflux disease.  (Reza Shaker, MD, Medicine) 

2009: Developed a number of multiplex, rapid, diagnostic tests for respiratory viruses and pneumonia 
agents including complete influenza subtyping assays.  The genetic tests can identify the majority 
of human and animal influenza strains and can distinguish between sub-types such as H1N1, 
H3N2, H5N2, H9N2.  (Kelly Henrickson, MD, Pediatrics and Microbiology and Molecular 
Genetics) 

2009: Created the first genetically-modified “knock-out” rats using zinc finger nuclease technology. The 
Scientist magazine rated this discovery as the ninth most significant scientific advancement of 
2009.  (Aron Geurts, PhD, Human & Molecular Genetics) 

2009: Developed a non-invasive test for the detection of genetic abnormalities in the fetus. (Aoy 
Mitchell, PhD and Michael Mitchell, MD, both Surgery) 

2007: Invented novel MRI (magnetic resonance imaging) techniques to evaluate blood flow in tissues--
without the need for injected contrast agents--in order to detect diseased states in the brain and 
other tissues.  Developed SPIA (Susceptibility Perfusion Imaging Analysis), a comprehensive 
MRI perfusion analysis program, to facilitate the diagnosis and treatment of brain tumors and 
other diseases (Kathleen Schmainda, PhD and Eric Paulson, PhD, Radiology and Biophysics) 

2005: First rabies patient to be successfully treated in the world; Milwaukee Protocol developed. 
(Rodney Willoughby, MD, Pediatrics - Infectious Disease) 

2004: Federal vehicle side impact protection standards were revised in 2004 based on research that found 
high mortality rates resulting from serious head injuries in side crashes.  Car manufacturers have 
been advised to install head-protecting airbags as a standard feature in all cars.  (Thomas 
Genneralli, MD, Neurosurgery) 

2001: Completed the world’s first global assessment of cardiac function on the rat genome.  (Howard 
Jacob, Ph.D., Physiology - Human and Molecular Genetics) 

1992: With investigators at Harvard University and the University of Minnesota, developed a new 
technology, Functional Magnetic Resonance Imaging (fMRI), which allows for the non-invasive 
assessment of brain function and the observation of blood flow in the brain in real time.  (James 
Hyde, PhD, Biophysics) 

1985: Developed surface coils used to improve Magnetic Resonance Imaging diagnosis.  (James Hyde, 
PhD, Biophysics)  

1972: Developed the first rapid, accurate blood screening test to detect lead poisoning.  (Frederic 
Blodgett, MD, Pediatrics) 

1939: Developed the first self-contained underwater breathing apparatus (SCUBA) devices used by 
deep-sea divers to prevent “the bends.” (Edgar End, Ph.D, Physiology) 
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Patient Care 

MCW providers practice at three primary affiliated hospitals: Froedtert Hospital, CHW, and the Zablocki 
VA and many other hospitals and clinics in eastern and central Wisconsin.  MCW physicians, physician assistants, 
nurse practitioners and psychologists care for more than 525,000 patients, representing more than 1.8 million 
outpatient visits. 
 

MCW and its primary affiliated hospitals are committed to providing innovative, high-quality patient care 
enhanced by MCW’s research and educational programs.  MCW, along with its primary affiliated hospitals, strives 
to become nationally renowned for clinical excellence and the translation of new knowledge to patient care, and to 
be the destination of choice for patients in eastern Wisconsin.  Clinical leaders are involved globally in efforts to 
demonstrate improved outcomes of care.   

Medical Staff 

As of December 31, 2015, MCW employed approximately 1,300 physicians on its faculty and staff and an 
estimated 400 nurse practitioners, physician assistants, and other health care practitioners.  MCW employs 
Wisconsin’s largest physician practice group. Four hundred and sixty-four faculty physicians are listed in the 2015-
2016 Best Doctors in America®, more than any other practice or institution in Wisconsin.  In collaboration with 
Froedtert Health, an additional 200 staff physicians and 100 nurse practitioners, physician assistants, and other 
health care practitioners provide services through Froedtert and the Medical College of Wisconsin Community 
Physicians, Inc.  MCW physicians provide patient care through the following: 

Children’s Specialty Group, Inc.   

Children’s Specialty Group (“CSG”) is the pediatric group practice of MCW and CHHS, representing more 
than 500 physicians and providers in more than 30 specialties who practice at CHW and outreach clinics throughout 
Wisconsin.  CSG is comprised of approximately one-third of the clinical faculty of MCW and is the largest pediatric 
group practice in Wisconsin.  CSG is a Wisconsin non-stock member corporation operated exclusively for such 
charitable, scientific and educational purposes and will benefit, carry out the purposes of, and perform the functions 
of MCW and CHHS.  CSG facilitates the development and governance of the practice of MCW’s pediatric specialist 
faculty members.   The two shareholders of the corporation are MCW and CHHS.  The ownership interest of MCW 
in CSG is included in MCW’s consolidated financial statements. MCW receives contractual revenue from CSG for 
physician services, leased equipment and supplies pursuant to an Operations Agreement between MCW and CHHS. 

Medical College Physicians  

Medical College Physicians (“MCP”) is MCW’s adult patient practice group.  MCP is comprised of more 
than 1,200 physicians and providers in 38 specialties who practice at five health systems, ten hospitals, and 38 
clinics throughout Wisconsin.  MCP comprises approximately two-thirds of the clinical faculty of MCW.  In the 
Milwaukee market, MCP physicians and providers provide compassionate, expert care at a variety of locations 
including: Froedtert Hospital, Community Memorial Hospital-Menomonee Falls, St. Joseph’s Hospital-West Bend, 
Froedtert & the Medical College of Wisconsin clinics, and the Zablocki VA Medical Center. Additional Wisconsin 
practice locations can be found beyond Milwaukee in the Fox Valley, Green Bay, Central Wisconsin, and 
Kenosha/Racine.  MCP is experiencing strong growth outside of the Milwaukee market as the result of becoming a 
member of the Integrated Health Network (“IHN”), a clinically-integrated accountable care organization.  Through 
strategic alignment among MCP’s specialty care physicians and providers and IHN, patient access is increased while 
the cost of care is reduced.  

Froedtert and the Medical College of Wisconsin Community Physicians, Inc.   

Froedtert and the Medical College of Wisconsin Community Physicians, Inc. (“CP”) is a joint clinical 
practice between MCW and Froedtert Health.  MCW has a 50% interest in the governance of the entity, while 
Froedtert Health is the sole financial member.  CP offers primary and specialty care at more than 25 health centers 
and clinics in eastern Wisconsin, including Community Memorial Hospital in Menomonee Falls and St. Joseph’s 
Hospital in West Bend.  This integrated network of health care comprises more than 300 providers across seven 
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counties, allowing patients to receive quality care close to home while maintaining the connection they have 
established with their local physicians. 
 

Integrated Health Network of Wisconsin  

 MCW is a member of Integrated Health Network of Wisconsin (“IHN”), the state’s first multi-system, 
clinically integrated accountable care network and one of the first in the United States. It is a consortium of 
independent health systems, hospitals and physicians working together to improve the quality, efficiency and value 
of healthcare. 

 MCW partners with IHN 
members to provide patient care 
services.  One of MCW’s developing 
partnerships is with Ministry Health 
Care in Central Wisconsin, wherein 
MCW will provide the specialty care 
providers at Ministry locations in the 
Wausau, Wisconsin area. 

 Since its launch in 2010, IHN 
has been transforming healthcare 
delivery with a clinically integrated 
network of leading healthcare providers 
and a sophisticated infrastructure for 
data analytics.  The result is a model that 
delivers high-quality healthcare and the 
cost-savings of a narrow network, 
combined with the scale and value only 
possible through the breadth of a larger 
system.     

 Geographically, IHN members 
cover approximately 90% of 
Wisconsin’s population and impact more 
than 3.1 million lives.  IHN consists of 
eight major owner systems, 53 hospitals, 
8,400 physicians and providers, and 
1,180 clinical locations.  See adjacent 
coverage map. 

 

 

 

MCW currently is participating in risk-based contracts through IHN.  IHN anticipates distributing 
approximately half of shared risk payments among IHN members.  IHN uses the following guiding principles for 
assessing risk: 

• Pursue a glide path to risk 
• Shift uneven benefit to collective benefit 
• Align clinical and financial incentives 
• Different levels of risk management to meet unique member needs 
• Data analysis to guide risk pool and mitigation 
• Efficient, high qualify clinicians 
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Community Engagement 

MCW is dedicated to leadership and excellence through Community Engagement and partnering with 
public and private organizations to enhance learning, research, patient care and the health of the community.   

The Office of the Senior Associate Dean for Community Engagement is dedicated to improving the health 
of communities of Wisconsin and beyond by advancing community engagement and positioning MCW as a national 
leader in improving the health of the public.  Guiding Principles of community engagement include: 

• Develop reciprocal and mutually beneficial partnerships with communities of Wisconsin 

• Use bi-directional dialogue in defining community programs and scope 

• Have strong community-academic partnerships with equitable power and responsibilities 

• Build capacity for community engagement initiatives within MCW and the community 

The Office of the Senior Associate Dean also houses the MCW Community Engagement Core, with 
resources to further catalyze community engagement projects for both MCW and community partners. Programs 
include a Health Science Shop, project facilitation services, community education programs and a Seed Grant 
Program. 

In January 2015, MCW achieved a strategic goal to be nationally recognized by the Carnegie Foundation 
for the Advancement of Teaching, which works to develop networks of ideas and institutions to advance teaching 
and learning. MCW is one of four medical schools to have been awarded the Community Engagement Classification 
in recognition of the institution’s community engagement practices.  The Carnegie Foundation Community 
Engagement Classification recognizes institutions that document alignment among campus mission, culture, 
leadership, resources and practices that support noteworthy community engagement.  The Carnegie Community 
Engagement Elective Classification recognizes MCW’s innumerable exemplary campus-wide programs and 
initiatives that are focused on excellence in community engagement and on serving the needs of Wisconsin 
communities.  In 2015, 240 U.S. colleges and universities were selected for the classification.   

As a component of MCW’s commitment to health equity, MCW and its primary affiliated hospitals, 
Froedtert Hospital and CHW, offer a financial assistance program for patients who meet certain financial criteria. 

With respect to community initiatives, MCW also collaborates with communities throughout Wisconsin to 
provide numerous programs and services.  Significant examples include: 

The Healthier Wisconsin Partnership Program.  The Healthier Wisconsin Partnership Program is a 
component of Advancing a Healthier Wisconsin.  The vision for the Healthier Wisconsin Partnership Program is to 
improve the health of the people of Wisconsin through community–academic partnerships.  Funding of 
approximately $49 million has been approved for more than 160 projects through the Healthier Wisconsin 
Partnership Program to support community-based initiatives, or programs through community-academic 
partnerships.  See “INTRODUCTION” herein for further detail. 

Center for the Advancement of Underserved Children.  The Center for the Advancement of Underserved 
Children is a cooperative endeavor between CHW and MCW.  Its faculty and staff conduct community-oriented 
research and develop culturally-tailored initiatives to understand the current status of children’s health in 
Milwaukee, southeastern Wisconsin and the nation.  In addition, it provides education to medical students and 
residents and healthcare to underserved children at the Downtown Health Center.  

Center for AIDS Intervention Research (“CAIR”).  CAIR is a multidisciplinary HIV prevention research 
center that is supported by an AIDS research grant from the National Institute of Mental Health.  CAIR also receives 
grant support from other sources, including other institutes of the National Institutes of Health, the Centers for 
Disease Control and Prevention, the Wisconsin AIDS/HIV Program, and MCW.  The research center is based in the 
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Department of Psychiatry and Behavioral Medicine at MCW.  See “Research – Federally Designated Centers” 
herein for further detail.   

Center for Healthy Communities and Research.  The Center for Healthy Communities, formed in 1997, 
develops community-academic partnerships that improve health in urban and rural communities in Wisconsin.  The 
Center integrates community-based education for graduate and undergraduate medical students into these 
partnerships, and conducts research, both locally and nationally, on community-identified needs.  In 2010, CHC 
converted to the Center for Healthy Communities and Research, combining both the Center and the research 
divisions within the Department of Family and Community Medicine. 

 
Downtown Health Center.  The Downtown Health Center, sponsored by MCW’s Department of Pediatrics, 

provides comprehensive primary care, as well as special programs, for children in Milwaukee’s central city. 

Lisbon Avenue Health Center.  The Lisbon Avenue Health Center provides service to almost 7,000 
patients, with capacity for an additional 11,000.  Visiting specialists from MCW provide exams, and Froedtert 
Health and MCW accept referrals from the community health center.  Patients are primarily those covered by 
Medicaid programs as well as those who are uninsured. 

Project Ujima.  For the past 20 years, MCW and CHW have collaborated on Project Ujima, which is 
working to end the cycle of firearm and assault violence on children.  More specifically, Project Ujima works to stop 
the cycle of violent crimes through crisis intervention and case management, social and emotional support, youth 
development and mentoring, and mental health and medical services.  Ujima means “working together to make 
things right” – and is one of the themes of the African-American celebration of Kwanza.  Project staff members 
work with children ages 7-18 who are treated at CHW’s emergency room for physical assaults, stabbing and gunshot 
wounds.  On an annual basis, this can amount to more than 300 young victims who are counseled in the emergency 
room, their homes and at their schools. 

Saturday Clinic for the Uninsured.  The Saturday Clinic for the Uninsured, founded by MCW medical 
students in 1991, provides quality, ongoing and free primary healthcare to the medically uninsured population in the 
City of Milwaukee.  The Saturday Clinic is unique to other clinics because medical students are in charge of day-to-
day operations in addition to patient care and education.  The clinic is staffed by volunteer family physicians from 
MCW and community physicians from Columbia-St. Mary’s. 

STRATEGIC INITIATIVES 

Using a set of strategic imperatives as a framework, MCW has been quietly building on its existing 
foundation of academic and clinical excellence to become a world class Health Sciences University. Those 
imperatives include: 

• Continuing to maintain excellent financial performance by diversifying and growing revenue, consistently 
achieving 3-5% operating margins, and maintaining or improving credit ratings. 
 

• Reinforcing value in MCW communities by expanding MCW’s visibility, value and brand recognition as 
an essential partner and by implementing innovative educational programs that address workforce needs. 
 

• Building the capacity for sustainable growth by supporting on-campus growth with existing affiliate 
partners and by expanding the geographic reach by building new partnerships. 
 
Rather than a rigidly defined strategic plan, MCW leaders and the Board of Trustees have implemented a 

more nimble and flexible approach to managing a portfolio of strategic initiatives.  This approach starts with a rapid 
assessment of potential initiatives.  Those initiatives that are deemed to be financially and programmatically 
beneficial to MCW are subjected to a more detailed business planning and approval process including Board of  
Trustee approval of financial pro formas. 

In addition to the planning process, MCW has demonstrated the ability to successfully move complex new 
initiatives from idea to execution.  Recent examples of initiatives that have been implemented include: 
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Enhancing strategic affiliate partnership arrangements with Froedtert Health.  Recognizing the 
importance of the relationship with its primary adult affiliate hospital, MCW revised key agreements and 
implemented new planning practices to affirm strategic alignment.  One of the new agreements included a revised 
funds flow arrangement that links payments to Froedtert Health’s margin performance.  MCW and Froedtert Health 
have also implemented formal strategic planning processes including bi-monthly meetings of senior leadership 
teams, combined annual planning and goal setting processes. 

 
Joining Integrated Health Network (IHN) as an owner/member.  IHN is an innovative, clinically integrated 

accountable care organization that includes 53 hospitals and 1,180 clinical locations located in counties that cover 90 
percent of Wisconsin’s population.  In addition to providing MCW with a venue for participating in risk based 
contracts, MCW’s membership positions MCW to broaden its geographic reach as the specialty physician provider 
for IHN member hospitals. 

 
Implementation of two regional campuses (Green Bay and Central Wisconsin).  The Green Bay campus 

matriculated its first class of students in fall 2016.  The Central Wisconsin campus will matriculate its first class of 
students in fall 2017. 

 
Other initiatives that have been approved and are in the process of implementation include: 

Implementation of a Pharmacy School.  MCW’s Board of Trustees approved the creation of a new 
Pharmacy School in 2015.  The founding Dean was recruited shortly thereafter with a preliminary application for 
accreditation submitted in January 2016.  The school anticipates an innovative three year curriculum that will 
emphasize inter-professional training with research intensive opportunities.  The school is designed to take 
advantage of Wisconsin’s broad scope of license for pharmacists in a way that helps address provider needs 
throughout Wisconsin. 

 
Construction of a Professional Office Building.  As part of MCW’s joint planning efforts with Froedtert 

Hospital, MCW is planning the construction of a six floor professional office building.  This building will allow 
Froedtert Hospital to convert space currently used for faculty offices into expanded on-campus patient care facilities.  
In addition to supporting anticipated growth in clinical volumes, the new building will enable co-location of clinical 
faculty and staff in a facility designed to enhance clinical, research and educational collaboration.  See 
“FACILITIES AND PROJECT” herein for further detail. 

 
Joint Specialty Program with Ministry Health Care.  In December 2015, MCW entered into the first phase 

of a long term relationship with Ministry Health Care, Inc.  MCW will support the development of specialty 
physician services in the central Wisconsin region which not only expands the geographic presence of MCW’s 
clinical programs, it also complements MCW’s medical school campus in central Wisconsin. 

 
Implementing New Academic Programs.  MCW is currently in the process of implementing several new 

academic programs.  This includes a Master of Physiology program, a Master of Science in Anesthesiology-
Anesthesiology Assistant program and a new department of Biomedical Engineering that will be jointly operated 
with Marquette University.  These programs are designed to help address educational and workforce demands in 
MCW’s community but also serve to strengthen educational partnerships. 

 
Capital Campaign.  MCW launched the silent phase of a joint five-year capital campaign with Froedtert 

Health.  This campaign is anticipated to increase current fund raising by 5 to 10 percent plus raise an additional $45 
million in gifts for a total of $175 to $200 million.  Although this is a jointly branded campaign, most of the 
proceeds will be used to support MCW based programs. 

 
In addition to the initiatives above, in January 2016 a branding initiative was launched to enhance MCW’s 

visibility, value and brand recognition.   This initiative is an important companion strategy to many of the initiatives 
listed above.  It is intended to move MCW from a “well-kept secret” to a household name that is commensurate with 
MCW’s educational, clinical and research capabilities.   The branding initiative will be designed to help build 
student demand, grow awareness of clinical programs with referring providers and patients, and help foster MCW’s 
reputation to attract top faculty and staff talent. 
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FACILITIES AND PROJECT 

Milwaukee Regional Medical Center Campus 

MRMC is a complex of healthcare-related facilities located on a 255-acre campus and operated by six 
independent entities referred to as “members.”  Members include MCW, BloodCenter of Wisconsin, Inc., CHW, 
Curative Care Network, Inc., Milwaukee County Behavioral Health Center and Froedtert Hospital.  The members of 
MRMC provide a full spectrum of programs in medical education, research, patient care, and community 
engagement.  Milwaukee County owns the land on which the MRMC is located.  Each of the non-Milwaukee 
County MRMC members has entered into a long-term lease with Milwaukee County for the use of its land.  A map 
of the MRMC campus is set forth on page 2 of this APPENDIX A. 

The 1974 Ground Lease 

The MCW campus is located on an approximately 33-acre parcel leased from Milwaukee County.  The 
majority of MCW facilities are on a 17-acre parcel under a lease expiring in 2075 (the “1974 Ground Lease”).  The 
base rental payable by MCW under the 1974 Ground Lease is $1 per year through 2025.  Thereafter, the base rental 
is adjusted to reflect a mutually agreed upon amount or 10% of the fair market value of the land. 

The 1974 Ground Lease provides that if MCW fails to operate in accordance with the purposes specified in 
the 1974 Ground Lease or abandons the premises, and such event of default is not remedied in accordance with the 
agreement, the County may elect to terminate the 1974 Ground Lease and to repossess the premises.  

MCW entered into a second land lease agreement with Milwaukee County on November 11, 2004, for 
approximately 16 additional acres of land in the City of Wauwatosa, also located on the MRMC campus.  The lease 
term is 70 years and 6 months and has a single 50-year renewal option.   The 2016 annual rental payment is 
$104,128 and escalates at 1.5% per year through April 30, 2025.  As of May 1, 2025, the base rent shall be adjusted 
by a current market rent adjustment determined by Milwaukee County or by a defined appraisal process.  The lease 
requires the land to be used for facilities that support the operation of a comprehensive educational and research 
facility, including a parking facility.  

MCW has engaged in preliminary discussions with Milwaukee County regarding the purchase of certain 
land owned by the County including the land that it currently leases on the MRMC campus. 

MCW Facilities 

MCW owns six buildings as noted below.  

Completed in 1978, the Medical Education Building contains the main teaching facilities for MCW.  The 
original structure was three stories.  In 1993, a fourth story was added devoted to research laboratories.  Today, this 
four-story, 322,000 square foot facility contains two large auditoriums complete with audiovisual equipment, multi-
use teaching spaces (classrooms and laboratories), one floor of research space, a portion of the Todd Wehr Library, 
student services, cafeteria, student lounges, a health and exercise center, and MCW’s administrative offices.  

In fiscal year 2012 and 2013, MCW undertook a three-phase, $21 million facilities renovation and 
technology upgrade to support its education mission and Discovery curriculum.  Approximately $19 million was 
concentrated in the Medical Education Building.  Phase one focused on the renovation of study, lounge and 
collaboration spaces.  Phase two included renovation of the South Multi-Use Teaching Spaces and Human Anatomy 
Lab.  Phase three featured the creation of an Active Learning Classroom, reconfiguration of office spaces and the 
MCW Board Room, and upgrades to the two large auditoriums, the STAR Center (clinical skills simulation center) 
and Graduate School classroom. 

The six-story, 211,000 square foot Basic Science Building, completed in 1978, contains animal holding 
space and the research laboratories and offices of the Departments of Biochemistry, Cell Biology, Neurobiology and 
Anatomy, Microbiology and Molecular Genetics, Pharmacology and Toxicology, and Physiology.  It is connected to 
both the Medical Education Building and the MACC Fund Research Center via skywalks.    
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The MACC Fund Research Center was completed in 1988.  The six-story, 142,000 square foot research 
facility is connected to the Medical Education Building and the Basic Science Building.  The Center houses the 
Cancer Center laboratories, research laboratories for several clinical departments, administrative offices, offices of 
the Department of Biophysics, and the National Biomedical Electron Paramagnetic Resonance Center.  

The initial 2,000 square foot MRI Research Facility was completed in 1992.  It is connected to the MACC 
Fund Research Center.  This facility houses a small-bore MRI system, which is used for experimental MRI and 
spectroscopic research.  In 2004, MCW expanded this facility to 7,000 square feet to house a 9.4 tesla small-bore 
MRI system, and a 6.0 tesla Electron Paramagnetic Resonance system and a Triumph SpectCT.  In 20l1, MCW 
expanded this facility to 11,000 square feet to house a new 7 tesla MRI system.    

The Health Research Center opened in 1998.  This 168,000 square foot facility serves as the front door to 
MCW.  The multi-use building includes wet lab research space, offices, a portion of the Todd Wehr Library, 
teaching space, an auditorium, conference rooms (including a tele-conference facility) and the bookstore.  In 
connection with the 2012-13 facilities renovation and technology upgrade project, $2 million was used for upgrades 
to the auditorium and conference rooms, as well as for reconfiguration of office spaces. 

The Eye Institute, completed in 1976, is the only facility in Wisconsin devoted exclusively to graduate 
medical education in ophthalmology and vision research.  This 88,000 square foot facility houses research 
laboratories and faculty offices for the Department of Ophthalmology, and serves as a regional patient referral 
center.   

MCW has an ownership interest in three condominium arrangements as noted below.   

Froedtert Hospital East Office Building.  MCW owns the fourth and fifth floors (approximately 59,000 
square feet) of the Froedtert Hospital East Office Building.  Completed in 1998 as a joint condominium project with 
Froedtert Health and MCW, this facility provides office space for clinical department staff.  The facility is linked to 
the clinics and inpatient wings of Froedtert Hospital.  MCW intends to sell this space to Froedtert Health for clinical 
expansion.  

Translational and Biomedical Research Center.  In 2004, the Translational and Biomedical Research 
Center (“TBRC”) was jointly developed by MCW and CHHS on land immediately to the north of the Medical 
Education and Basic Sciences buildings.  The 316,000 square foot facility provides shared research space and two 
wings of laboratories, one for Children’s Research Institute and the other for MCW’s TBRC.  The lower two levels 
house a vivarium (an animal holding facility) with barrier biocontainment equipment and protocols, as well as a 
mass spectrometry laboratory and additional open laboratory space.  The TBRC is linked to the Medical Education 
and Basic Sciences building by way of a connector that has four levels and includes the loading dock, offices, a 
student lounge, and a data center.  No clinical activities are performed in the TBRC.  Occupancy of the TBRC 
started in January 2007.  MCW and CHHS created a two-unit condominium under a Declaration of Condominium 
with one condominium unit owned by CHHS and the other by MCW.  The CHHS Unit consist of one of the three-
story wings of the Research Facility.  The penthouse, core area and, to the extent within the condominium, the 
connector and loading docks are common areas and MCW unit is the remainder of the TBRC.  CHHS paid 31% of 
the cost of developing the TBRC.     

Gehl-Mulva Science Center.  In 2014, MCW collaborated with St. Norbert College (“SNC”) in Green Bay, 
Wisconsin to renovate and expand the Gehl-Mulva Science Center on the SNC campus. The 160,000 square foot 
building houses teaching and research laboratories, classrooms, a large lecture hall, student lounges and 
administrative space. MCW and SNC created a two-unit condominium under a Declaration of Condominium. The 
MCW unit consists of 6,000 square feet of dedicated classroom, laboratory and administrative space for the MCW-
Green Bay campus. MCW and SNC share some common study spaces, the anatomy lab and the lecture hall. 

Utilities 

Historically, MCW obtained its steam and chilled water services from a local utility company. In April 
2016, Milwaukee Regional Medical Center Thermal Services, Inc. (“MRMC Thermal”), a subsidiary of MRMC, 
purchased the steam and chilled water assets from the local utility company. As of that date, all of MCW’s steam 
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and chilled water needs are provided by MRMC Thermal pursuant to a long-term service agreement.  MRMC 
Thermal is the sole provider of steam and chilled water services to all of MRMC’s members. 

The Project 

Professional Office Building 

The current strategic plan of MCW is to construct a 240,000 square foot, six story Professional Office 
Building with the proceeds from the Series 2016 Bonds and other funding sources.  The Professional Office 
Building will provide office space for up to 1,200 faculty and staff members to facilitate their academic activities 
and accommodate future growth.  No patient services will be provided in the new building.  The proximity of the 
Professional Office Building to MCW’s other academic facilities will help bring clinicians together and closer to 
MCW’s research, educational and community engagement endeavors.  The building’s design creates a modern 
workplace that will foster innovation, collaboration and collegiality for clinicians, translational researchers, 
educators and executives. 

The estimated total cost of the Professional Office Building is $82 million.  Construction has commenced 
in March 2016 and is expected to be completed in September 2017.  The building is designed to permit the addition 
of two floors through vertical expansion. 

Other Capital Projects 

In addition to financing certain of the costs of the Professional Office Building, proceeds from the Series 
2016 Bonds will be used for several additional capital projects including: 

• Renovation and equipping of existing MCW facilities to accommodate the operations of the new School of 
Pharmacy being developed by MCW.  See “EDUCATION, RESEARCH, CLINICAL PRACTICES AND 
COMMUNITY ENGAGEMENT” herein for further detail.  Total estimated costs:  $8 million. 
 

• Other miscellaneous remodeling, renovation and equipping of existing MCW facilities to integrate the 
Professional Office Building with existing facilities and support educational, health and research programs.  
Total estimated costs:  $18 million. 

Project Budget 

The costs of the major projects to be financed with proceeds from the Series 2016 Bonds are estimated as 
follows (in millions): 

 
Professional Office Building $74 
School of Pharmacy Renovations 8 
Other Capital Projects  18 
Total Project Costs $100 

 
Project costs not financed with proceeds from the Series 2016 Bonds will be financed by MCW and are 

estimated to be $8 million.   
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FINANCIAL INFORMATION 

Following are summary consolidated financial statements for MCW for the three fiscal years ended June 
30, 2013, 2014 and 2015, and for the six months ended December 31, 2014 and 2015.  Summary information for the 
six months ended December 31, 2014 and 2015 has been derived from the consolidated financial statements of 
MCW.  Such consolidated financial statements are unaudited, but in the opinion of management of MCW, reflect all 
adjustments (none of which was other than a normal recurring adjustment) necessary for a fair presentation of the 
changes in net assets for such interim periods.  Results of operations for an interim period should not necessarily be 
considered indicative of the result to be expected for a full fiscal year.  Summary information for the fiscal years 
ended June 30, 2013, 2014 and 2015 was derived from consolidated financial statements.  This information should 
be evaluated in conjunction with the audited consolidated financial statements.  The audited consolidated financial 
statement of MCW as of and for the fiscal years ended June 30, 2014 and 2015 are attached as APPENDIX B to this 
Official Statement. 

Financial Statements 

Summary of Total Assets, Liabilities and Net Assets 

MCW’s total assets, liabilities and net assets (unrestricted, temporarily restricted, and permanently 
restricted) as of June 30, 2013, 2014 and 2015 and as of December 31, 2014 and 2015, are set forth below. 

The Medical College of Wisconsin, Inc.  
Condensed Consolidated Statements of Financial Position  

(in thousands) 

June 30,  
(Unaudited) 

December 31, 
2013 2014 2015 2014 2015 

Assets     
Investments  $   1,110,811   $   1,338,903  $   1,416,283  $   1,333,909   $   1,382,629  
Plant and facilities          217,834           206,862          198,003          202,527          191,228  
Other assets          294,632           302,795          304,048          336,091          328,540 

Total Assets  $   1,623,277   $   1,848,560  $   1,918,334  $   1,872,527   $   1,902,397  

    
Total Liabilities  $      411,018   $      442,957  $      444,288  $      444,379   $      443,923  

    
Net Assets     

Unrestricted  $      662,158   $      787,219  $      852,340  $      816,240   $      860,459  
Temporarily restricted          168,522           233,367          232,756          226,366           207,595  
Permanently restricted          381,579           385,017          388,950          385,542           390,420  

Total Net Assets  $   1,212,259   $   1,405,603  $   1,474,046  $   1,428,148   $   1,458,474  
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Summary of Revenues, Expenses and Changes in Net Assets 

MCW’s general categories of revenues and expenses for the three fiscal years ended June 30, 2013, 2014 
and 2015 and for the six months ended December 31, 2014 and 2015, are set forth below. 

The Medical College of Wisconsin, Inc.  
Condensed Consolidated Statements of Unrestricted Activities and Changes in Net Assets  

(in thousands) 

Fiscal Years Ended June 30, 
 (Unaudited) 

Six Months Ended December 31, 
2013 2014 2015 2014 2015 

Revenues:     
Medical College Physicians net 

patient services  $   379,260  $   343,435  $   366,647 $     184,281  $      189,285 
Children’s Specialty Group 

contract fees       201,461       206,201       206,046 106,143         101,936 
FH-MCW Community Physicians 

contract fees 
  

-         63,966         59,887 28,909          36,312 
Affiliate hospital contracts       111,965       101,243       105,410 50,145          55,364 
Grants and contracts     143,019       139,996       139,146 65,165          65,071 
Tuition and fees         34,924         36,726         38,002 18,931          20,072 
Contributions         6,843         6,845 6,278 4,004 4,156 
Other         28,272         39,808 38,514 17,751              17,730 

Total revenues  $   905,744  $   938,220  $   959,930 $    475,329  $     489,926 
    

 Net assets released from 
restriction for operations  $     20,566  $     23,620  $     26,429  $     13,236  $       12,685 

Total revenues and net assets 
released from restriction  $   926,310  $   961,840  $   986,359  $   488,565   $     502,611 

           
Expenses:     
Salaries and benefits  $   666,988  $   686,853  $   694,714 $    338,436  $    355,846 
Services, supplies and other       119,949       117,478       121,092 57,328          60,241 
Rent and occupancy         43,218         35,573         37,303 18,042           18,778 
Subcontracts         28,764         30,232         29,903 12,243           11,770 
Depreciation and amortization         28,198         28,249         28,662 14,025           14,586 
Interest on indebtedness           8,538           8,754           8,133 4,380             3,646 

Total expenses  $   895,655  $   907,139  $   919,807 $    444,454   $    464,867 
    

Revenues in excess of expenses  $     30,655  $     54,701  $     66,552 $      44,111  $      37,744 
    

Nonoperating gains (losses) net  $     50,226  $     70,360  $    (1,431) $   (15,090)  $   (29,628) 
Increase (decrease) in temporarily 

restricted net assets        39,634 
  

64,845       (611) (7,001)        (25,162) 
Increase in permanently restricted 

net assets           3,198           3,438           3,933 525            1,470 

Increase (decrease) in net assets  $   123,713  $   193,344  $     68,443 $     22,545   $   (15,576) 

 
See “MANAGEMENT’S DISCUSSION OF PERFORMANCE” herein for further details. 
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Sources of Revenue  

MCW’s mission focuses on education, research, patient care and community engagement.  The following 
table sets forth MCW’s approximate percentages of unrestricted operating revenues for these activities for the three 
fiscal years ended June 30, 2013, 2014, and 2015 and for the six months ended December 31, 2014 and 2015.  

The Medical College of Wisconsin, Inc.  
Sources of Revenues 

 
Fiscal Years Ended June 30, Six Months Ended December 31, 

2013 2014 2015 2014 2015 

Education 4% 6% 6% 6% 6% 

Research 17% 16% 15% 15% 15% 

Patient Care 76% 77% 77% 77% 77% 

Other 3% 1% 2% 2% 2% 

Total 100% 100% 100% 100% 100% 

 

Payor Mix 

The following table sets forth the percentages of MCW’s payments for patient care by source of payment 
for the three fiscal years ended June 30, 2013, 2014 and 2015 and for the six months ended December 31, 2014 and 
2015. 

The Medical College of Wisconsin, Inc.  
Percentage of Payments by Major Payor 

Fiscal Years Ended June 30, Six Months Ended December 31, 

2013  2014 2015 2014 2015 

Commercial      

United Healthcare 24%  25% 25% 25% 26% 

Anthem 14%  14% 15% 14% 16% 

Humana 6%  6% 6% 7% 5% 

Other 23%  22% 21% 22% 22% 

67%  67% 67% 68% 69% 
     

Medicare 10%  9% 10% 10% 10% 

Medicaid 10%  12% 12% 12% 10% 

Self-Pay 8%  8% 8% 7% 8% 

Workers’ Compensation 3%  2% 2% 2% 2% 

Other 2%  2% 1% 1% 1% 

Total 100%  100% 100% 100% 100% 

For a discussion on Medicare, Medicaid and Managed Care, see “BONDHOLDERS’ RISKS” in the front 
portion of this Official Statement. 

Capital Structure 

As of December 31, 2015, the aggregate outstanding principal amount of indebtedness of the Members of 
the Obligated Group that was evidenced by Obligations was approximately $196.2 million. This amount does not 
include the new bonds to be issued pursuant to the plan of finance described elsewhere in this Official Statement 
which, after application of the net proceeds thereof, will increase the aggregate outstanding principal amount of 
indebtedness evidenced by Obligations by approximately $89.7 million. The aggregate outstanding principal amount 
of indebtedness of the Members of the Obligated Group also excludes Obligations issued under the Master Indenture 
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to secure (i) Financial Products Agreements (as defined in the Master Indenture) and (ii) obligations to credit or 
liquidity providers. 

As of December 31, 2015, the Members of the Obligated Group also were obligated on long-term 
indebtedness, including capitalized leases, in the aggregate principal amount of approximately $8.9 million that was 
not evidenced by Obligations under the Master Indenture.   

Loans and Direct Purchase Bonds 

On November 1, 2013, MCW entered into a loan agreement with BMO Harris Bank N.A. (the “Lender”) 
for (i) a taxable term loan in an aggregate principal amount of $16 million (the “Term Loan”) to finance the 
redemption of certain bonds issued by the Authority and (ii) a taxable revolving loan in an aggregate principal 
amount not to exceed $20 million (the “Revolving Loan”) to finance working capital expenditures.  The Term Loan 
matures on November 1, 2020 and may be prepaid by MCW at any time without penalty. During the initial term, the 
Term Loan will bear interest based on a percentage of LIBOR plus an agreed upon spread.  MCW’s obligation to 
repay the Term Loan is secured by a Master Note issued under the Master Indenture.  The Revolving Loan matures 
on November 1, 2018 and may be prepaid by MCW at any time without penalty.  During the initial term, the 
Revolving Loan will bear interest based on a percentage of LIBOR plus an agreed upon spread.  MCW’s obligation 
to repay the Revolving Loan is secured by a Master Note issued under the Master Indenture.  As of December 31, 
2015, MCW has $3.4 million outstanding on the Revolving Loan.  

On December 16, 2014, the Authority issued an aggregate $32.4 million principal amount of its fixed rate 
Revenue Bonds, Series 2014 (Medical College of Wisconsin), consisting of $18.5 million Series 2014A Bonds and 
$13.9 million Series 2014B Bonds, (referred to as the “Direct Purchase Bonds”), and loaned the proceeds thereof to 
MCW. The 2014A Bonds have a final maturity of December 2024 and the 2014B Bonds have a final maturity of 
December 2026. The Bonds were purchased by Associated Bank, N.A. (referred to as the “Direct Purchase Bank”) 
to hold until the final maturity of both bonds, eliminating any renewal risk from the Direct Purchase Bank.  Payment 
of the Direct Purchase Bonds is secured in part by an Obligation issued under the Master Indenture.  

In connection with the delivery of the Term Loan, the Revolving Loan, and the Direct Purchase Bonds, 
MCW entered into credit agreements with the Lender and the Direct Purchase Bank, which contain various 
covenants which can be enforced or waived solely by the applicable Lender or Direct Purchase Bank. Those 
covenants are similar to covenants that MCW has provided to the letter of credit bank with respect to MCW’s Series 
2008B Bonds. 

Letter of Credit  

The following table sets forth certain information with respect to the outstanding long-term indebtedness of 
the Obligated Group which bears interest at a variable rate and is secured by a letter of credit at December 31, 2015 
(in millions): 

Series 
Letter of 

Credit Provider 

Par Amount 
Outstanding at 
December 31, 

2015 Expiration Date 

   
Series 2008B U.S. Bank, N.A. $     67.5 September 2018 
    

 
Interest Rate Risk Management 

At December 31, 2015, MCW had one derivative instrument, which did not qualify for hedge accounting 
treatment under ASC Topic 815, “Derivatives and Hedging.”  Fair value changes with respect to the valuation 
adjustments and payments for these instruments were reported under nonoperating investment gains, net in 
accordance with auditing standards generally accepted in the United States of America (referred to as U.S. GAAP).  
The following is a summary of the derivative instrument in place at December 31, 2015 (in millions): 
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Description 

Outstanding 
Notional 
Amount 

Pay 
Rates Receive Rates 

Maturity 
Dates 

Collateral 
Posted Counterparties 

Mark to 
Market  

Collateral 
Thresholds 

2008B Fixed 
Payer $67.5 3.558% 68% x LIBOR 12/1/2033 $    7.1 Goldman Sachs ($ 16.6) $     10.0 

 

Should MCW decide to terminate such instrument, it may be required to make termination or breakage 
payments under the terms of that instrument.  These termination or breakage payments may exceed the mark to 
market amount reflected in the table above. 

Investments 

The MCW Endowment Fund is invested as one unitized pool among various investment managers in 
accordance with the MCW Investment Policy Statement.  MCW also invests its Unrestricted Reserve Fund with 
various investment managers, including one or more of the same investment managers.   

MCW’s investments comprise money market funds, marketable debt and equity securities, bond and equity 
mutual funds, commingled bond and equity funds, other equity securities, guaranteed investment contracts, and 
accrued interest and dividends thereon and are reported at fair value.  The fair values of investments are based on 
valuations provided by external investment managers and the custodial financial institutions based on market 
quotation prices.  Realized gains and losses on the sale of investments are calculated on the basis of specific 
identification of the securities sold. Investment management fees and service charges are netted against investment 
income for financial reporting purposes. 

Investment income included in revenue consists of income on unrestricted investments and the amount 
appropriated for expenditure from pooled endowment funds. Appreciation of unrestricted investments is reported as 
a nonoperating gain or loss.  The difference between the net appreciation and the amount expended is reported as a 
nonoperating gain or loss for funds designated by the Board of Trustees to function as endowments and as a change 
in temporarily restricted net assets for donor restricted endowment funds.   

The Board of Trustees approved an endowment fund spending policy which defines spendable income in a 
manner that is prudent, supportive of programmatic objectives and protective of the permanent nature of the fund.  
Spendable income is calculated as the product of the annual appropriation rate and the rolling 20 quarter average 
market value per share of the endowment investments.  Spendable income remains invested until considered 
appropriated for expenditure.  Funds are considered appropriated for expenditure when the spendable income is 
expended for the use and purpose for which the fund was established.  For fiscal years 2013 through 2015, the 
annual appropriation rate was 4.50%.  MCW reviewed its spending policy and determined that the endowment could 
better meet its spendable income objectives with a higher appropriation rate.  Effective July 1, 2015, the Board of 
Trustees amended the endowment spending policy to increase the annual appropriation rate to 5.00%. 

MCW’s investments are exposed to various risks, such as interest rate, market, and credit risks.  Due to the 
level of risk associated with certain investments, it is at least reasonably possible that changes in the values of 
investment securities will occur in the near term and that these changes could materially affect the amounts reported 
in the consolidated statements of financial position and the consolidated statements of unrestricted activities and 
changes in net assets. 

The Board of Trustees delegated primary fiduciary responsibility for the oversight and management of 
corporate assets to the Investment Committee (the “Committee”) whose membership is comprised of business 
professionals with particular expertise in investment and financial management.  The Committee establishes 
investment policy, makes asset allocation decisions, determines asset class strategies, and retains investment 
managers to implement asset allocation and asset strategy decisions.  The Committee has retained the services of an 
external investment advisor to assist in these areas of responsibility. 
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The Committee establishes target percentages for MCW’s investment portfolios for particular asset classes, 
as well as for investment style within each asset class.  These allow for growth of the portfolio with a corresponding 
level of risk acceptable to the Committee and in line with MCW’s short and long-term financial requirements.  
Assets are rebalanced periodically.  Each asset class has its own strategy objective, and portfolio diversification 
across major asset classes helps control risk.   

The following table sets forth MCW’s target and current investment asset allocation as of December 31, 
2015: 

The Medical College of Wisconsin, Inc.  
Investment Asset Allocation by Portfolio 

December 31, 2015 

Endowment Unrestricted Reserve 

Asset Mix Target Current Target Current 

Equities 50% 51% 45% 44% 

Fixed Income 20% 20% 35% 36% 

Alternative Investments 30% 29% 20% 20% 

Cash and Cash Equivalents 0% 0% 0% 0% 

Total 100% 100% 100% 100% 

 

The following table sets forth MCW’s investments measured at fair value by portfolio as of June 30, 2013, 
2014 and 2015, and as of December 31, 2014 and 2015. 

The Medical College of Wisconsin, Inc.  
Investments Measured at Fair Value by Portfolio  

(in thousands) 

 
 

June 30, 
 

(Unaudited) 
December 31, 

2013  2014  2015  2014  2015 

Endowment  $      597,865    $      748,637   $      778,315   $     750,153    $      762,641  

Unrestricted Reserve          482,253            558,547           608,417  552,203  592,423 

Other*            30,693              31,719             29,551  31,553  27,565 

Total  $   1,110,811    $   1,338,903   $   1,416,283   $  1,333,909   $   1,382,629   

 
* Includes Professional Liability Insurance Program, Charitable Gift Annuity, Unemployment Reserve 

Fund, and Deferred Compensation assets.   
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The following schedule sets forth MCW’s investment return for the three fiscal years ended June 30, 2013, 
2014, and 2015 and for the six months ended December 31, 2014 and 2015. 

The Medical College of Wisconsin, Inc.  
Investment Return  

(in thousands) 

 Fiscal Years Ended June 30,  
(Unaudited) 

Six Months Ended December 31, 

2013  2014  2015  2014  2015 

Interest and dividends  $      20,903   $      20,624   $      18,892  $       9,560   $        9,749 
Net realized gains          19,822           26,191           44,449  30,001  9,058 
Change in unrealized gains and 
losses            69,675 

 
  

117,515 
 

  
(36,847) 

 
   

(45,397)  
 

 
(55,301) 

Total Investment Returns  $    110,400   $    164,330   $      26,494  $    (5,836)  $   (36,494) 

Endowment Funds 12.7%  16.5%  2.7%  -0.1%  -2.9% 
Unrestricted Reserve Funds 10.2%  13.7%  0.8%  -1.2%  -2.6% 
           

Capital Expenditures and Future Financing Plans 

MCW, as a part of its annual budget and strategic planning processes, anticipates its capital expenditure 
needs.  MCW currently has under consideration projects that may require additional capital.  MCW is evaluating the 
source of funding for those projects.  The projects and the related funding sources are subject to further review and 
approval by MCW management and the Board of Trustees. 

MANAGEMENT’S DISCUSSION OF PERFORMANCE 

Overview 

MCW conducts a wide-range of activities and generates a diversified revenue stream that includes net 
patient service, affiliate and joint venture contractual arrangements, grants and contracts, tuition, contribution and 
investment revenue. This diversity allows MCW to sustain strong financial results even when adverse conditions are 
affecting a single revenue source.  

MCW’s net assets of $1,474.0 million at June 30, 2015 represent an increase of $261.8 million or 21.6% 
for the three year period then ended.  Also over the three-year period ended June 30, 2015, total revenues and net 
assets released from restrictions increased 6.5%, total expenses increased 2.7% and revenues in excess of expenses 
grew 117.1%. 

Several significant strategic initiatives, legislative, and market factors have influenced financial results and 
should be considered when analyzing the financial trends of MCW over the last three years. 

Formation of Froedtert and the Medical College of Wisconsin Community Physicians, Inc. 

Over the last several years, MCW has worked jointly with Froedtert Health to pursue the shared goals of 
providing the most seamless and coordinated care to patients, achieving better health outcomes for the populations 
served, and remaining competitive in the current and future healthcare market. To achieve these goals, MCW has 
implemented strategic initiatives that demonstrate a correlation of the clinical and financial activities of MCW and 
Froedtert Health and a shared commitment to academic and community medicine. 

The most significant of these strategic initiatives was the formation of the Froedtert and the Medical 
College of Wisconsin Community Physicians, Inc. (“CP”) joint venture on July 1, 2013 to improve efficiencies, 
consolidate resources and facilitate future growth of the community clinical practices. As part of this transaction, the 
primary care and community-based specialty care practices of MCW were transferred to the CP joint venture. These 
activities represented $50.7 million of net patient service revenue recorded in the fiscal year ended June 30, 2013. 
Since this is a joint venture for clinical governance only, MCW did not record any patient service revenue or an 
equity investment related to these activities in the fiscal years ended June 30, 2014 and 2015. 
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Certain services, supplies and other and rent and occupancy expenses related to the primary care and 
community-based specialty care practices were also transferred to the CP joint venture reducing MCW’s overall 
expense. However, transition of the provider and staff employment was not immediate and was completed in phases 
over the last three fiscal years. During this time, MCW leased the providers and staff employees to the CP joint 
venture until such transitions could be completed. The related contractual revenue is recorded as FH-MCW 
Community Physicians contract fees. All planned employment transitions have been completed and MCW intends to 
continue to employ a certain number of community-based specialty care providers and to lease these providers to the 
CP joint venture going forward. 

MCW faculty physicians may also perform services for the CP joint venture from time to time. When these 
services are performed, MCW receives contractual revenue from the CP joint venture that is recorded as FH-MCW 
Community Physicians contract fees. MCW also performs the patient billing and collection services for the CP joint 
venture and is reimbursed, at cost, for these activities. This contractual revenue is also recorded as FH-MCW 
Community Physicians contract fees. 

In the fiscal year ended June 30, 2013, MCW received $19.7 million of affiliate support from Froedtert 
Health related to MCW’s primary care and community-based specialty care practice activities. With the transition of 
these activities to the CP joint venture, this affiliate support did not continue for the fiscal years ended June 30, 2014 
and 2015. Rather, in conjunction with the formation of the CP joint venture, MCW implemented a new support 
model with Froedtert Health that increased funding for the shared academic mission and support of MCW’s 
education, research and community engagement missions, recruitment, and other programmatic activities. 

Legislative and Market Impacts 

The Patient Protection and Affordable Care Act, as amended by the Health Care and Education 
Reconciliation Act of 2010 (often referred to, collectively, as the Affordable Care Act (“ACA”)), signed into law in 
March 2013, included a provision that improved Medicaid payments for primary care physician services for 
effective dates of service on and after January 1, 2013 through December 31, 2014 at the rate that would be paid for 
these services under Medicare. During the fiscal years ending June 30, 2014 and 2015, MCW recognized $6.8 
million and $2.1 million, respectively, of additional patient care revenue as a result of this limited-time provision. 

In the fiscal year ended June 30, 2014, the State of Wisconsin removed the cap on the number of adults that 
can be enrolled in the state’s Medicaid program. That change shifted a portion of MCW’s uninsured self-pay 
patients to the state Medicaid program, which has a higher reimbursement rate. This produced a positive impact on 
patient care revenue. 

Over the last three fiscal years, other revenue has been positively impacted by certain provisions of the 
American Recovery and Reinvestment Act (“ARRA”) of 2009.  Under these provisions, MCW has received 
incentive payments available to physicians and certain other professionals when they adopt, implement or upgrade 
certified electronic health record technology or become “meaningful users,” as defined under ARRA, of the 
technology in ways that demonstrate improved quality, safety and effectiveness of care. MCW has recognized $6.3 
million, $10.5 million, and $7.2 million of these incentive payments in other revenues in the fiscal years ended 
June 30, 2013, 2014 and 2015, respectively. The revenue generated by these provisions is time-limited and there are 
no assurances that such revenue will be generated in the future. 

Six-month periods ended December 31, 2014 and December 31, 2015.  

MCW’s net assets of $1,458.5 million at December 31, 2015 represent an increase of $30.3 million or 2.1% 
from December 31, 2014. Total revenues and net assets released from restrictions were $502.6 million, total 
expenses were $464.9 million and revenues in excess of expenses were $37.7 million for the six months ended 
December 31, 2015. This represents a 2.9% increase in total revenues and net assets released from restrictions, a 
4.6% increase in total expenses and a 14.4% decrease in revenues in excess of expenses compared to the six months 
ended December 31, 2014. 

Medical College Physicians (MCP) net patient service revenue for the six-month period ended December 
31, 2015 grew $5.0 million or 2.7% compared to the six-month period ended December 31, 2014. The most 
significant impact to the growth in MCP net patient service revenue in the first six months of fiscal 2016 compared 
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to the first six months of fiscal 2015 is a growth in patient volume. This growth was slightly offset by a decrease in 
reimbursement rates due to the expiration of the ACA Medicaid provision. 

The Children’s Specialty Group (CSG) contract fees represent reimbursement from the CSG joint venture 
to MCW for contractual expenses.  For the six-month period ended December 31, 2015, CSG contract fee revenue 
decreased $4.2 million or 4.0% compared to the six-month period ended December 31, 2014 due to a reduction in 
the contractual expenses, including faculty incentives and service, supplies and other.  The CSG joint venture’s 
profitability increased $0.6 million or 23.2% for the six-month period ended December 31, 2015 compared to the 
six-month period ended December 31, 2014. MCW reflects 50% of the CSG joint venture profitability as other 
revenue.  Within the CSG joint venture, revenue declined 2.1% mainly due to the expiration of the ACA Medicaid 
provision and expenses decreased 3.6%.  This was offset by an increase in nonoperating gains of 80.2% due to 
strong investment returns. 

MCW receives reimbursement for staff physicians and clinical staff employed by MCW who perform 
services for the CP joint venture. These fees are recorded as FH-MCW Community Physician contract fees.  FH-
MCW Community Physician contract fees for the six-month period ended December 31, 2015 increased $7.4 
million or 25.6% compared to the six-month period ended December 31, 2014.  As of January 1, 2015, employment 
of all remaining MCW employed primary care community-based physicians transitioned to the CP joint venture. At 
that same time, employment of all specialty care community-based physicians previously employed by Froedtert 
Health transitioned to MCW. Since, on average, specialty care physicians have higher compensation than primary 
care physicians, the amount of compensation reimbursed to MCW by the CP joint venture has increased. 

Affiliate hospital contracts for the six-month period ended December 31, 2015 grew $5.2 million or 10.4% 
compared to the six-month period ended December 31, 2014.  The increase is mostly related to increased affiliate 
support from Froedtert Health for the shared academic mission, recruitment and programmatic activities. 

Grants and contracts for the six-month period ended December 31, 2015 is comparable to the six-month 
period ended December 31, 2014.  Grants and contracts revenue is derived from reimbursement of direct costs 
expended on sponsored awards along with a recovery of indirect facility and administrative costs from the sponsor. 

Tuition and fees for the six-month period ended December 31, 2015 grew $1.1 million or 6.0% compared 
to the six-month period ended December 31, 2014.  The increase is the result of a tuition increase of 1.7% per 
student and an increase in enrollment of 26 additional medical students due to the opening of the MCW-Green Bay 
regional campus on July 1, 2015.  MCW targets tuition rates to place at approximately the 50th percentile of private 
medical schools. The MCW-Green Bay regional campus is expected to receive tuition revenue for approximately 25 
additional students per class for fiscal year 2017 and fiscal year 2018. The MCW-Central Wisconsin regional 
campus is expected to receive tuition revenue for an additional 25 students per class starting in fiscal year 2017 
through fiscal year 2019. 

Total operating expenses for the six-month period ended December 31, 2015 grew $20.4 million or 4.6% 
compared to the six-month period ended December 31, 2014.  The increase in salaries and benefits is the result of 
inflationary increases in base salaries and the employment of the community-based specialty care physicians 
previously employed by Froedtert Health as of January 1, 2015. The increase in services, supplies and other 
spending is mostly related to recruitment expenses and maintenance costs associated with the newly installed 7T 
MRI.   

Nonoperating revenues and expenses for the six-month period ended December 31, 2015 declined $31.8 
million compared to the six-month period ended December 31, 2014.  Most of this decline is related to realized 
gains on investments of $9.1 million and unrealized losses on investments of $55.3 million for the six-month period 
ended December 31, 2015 compared to realized gains on investments of $30.1 million and unrealized losses on 
investments of $45.4 million for the six-month period ended December 31, 2014.  The decrease is due to the 
continued deterioration of global financial markets during fiscal year 2016. 

Fiscal years ended June 30, 2014 and June 30, 2015.  

MCW’s net assets of $1,474.0 million at June 30, 2015 represent an increase of $68.4 million or 4.9% from 
June 30, 2014.  Total revenues and net assets released from restrictions were $986.4 million, total expenses were 
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$919.8 million and revenues in excess of expenses were $66.6 million for the fiscal year ended June 30, 2015.  This 
represents a 2.5% increase in total revenues and net assets released from restrictions, a 1.4% increase in total 
expenses and a 21.7% increase in revenues in excess of expenses compared to the fiscal year ended June 30, 2014. 

MCP net patient service revenue for the fiscal year ended June 30, 2015 grew $23.2 million or 6.8% 
compared to the fiscal year ended June 30, 2014.  The growth is attributable to increased patient volume along with 
changes in the State of Wisconsin Medicaid program that shifted uninsured patients previously considered self-pay 
to the state Medicaid program. Additionally, MCW recognized an additional $2.1 million in MCP net patient 
services revenue due to the ACA Medicaid provision for the fiscal year ended June 30, 2015. 

For the fiscal year ended June 30, 2015, CSG contract fee revenue was comparable to the fiscal year ended 
June 30, 2014.  Contractual expenses for salaries and benefits increased due to normal inflation and staffing needs.  
This was offset by decreased supplies expense. The CSG joint venture’s profitability decreased for the fiscal year 
ended June 30, 2015 compared to the fiscal year ended June 30, 2014 mainly due to a decline in the market value of 
investments attributed to the CSG joint venture. 

FH-MCW Community Physician contract fees for the fiscal year ended June 30, 2015 declined $4.1 million 
or 6.4% compared to the fiscal year ended June 30, 2014.  This is a result of a reduction in MCW employees 
performing services for the CP joint venture as they transitioned employment to the CP joint venture during the 
fiscal year. 

Affiliate hospital contracts for the fiscal year ended June 30, 2015 grew $4.2 million or 4.1% compared to 
the fiscal year ended June 30, 2014.  The increase is mostly related to the new Froedtert Health support model 
implemented July 1, 2013, including an increase in the shared incentive of $1.1 million from Froedtert Health that 
recognizes MCW’s contribution to Froedtert Health’s strong financial results during the fiscal year. 

Grants and contracts for the fiscal year ended June 30, 2015 was comparable to the fiscal year ended June 
30, 2014, as the reductions in federal research funding have leveled off. 

Tuition and fees for the fiscal year ended June 30, 2015 grew $1.3 million or 3.5% compared to the fiscal 
year ended June 30, 2014.  The increase is the result of a tuition increase of 1.5% per student and an increase in 
enrollment of four medical students.   

Other revenues for the fiscal year ended June 30, 2015 decreased $1.3 million or 3.3% compared to the 
fiscal year ended June 30, 2014.  The decline is mainly due to the reduction of ARRA “meaningful use” incentive 
revenue and a reduction in the recognition of the equity investment of MCW’s joint ventures.  The decline in 
MCW’s joint venture revenue is largely due to the CSG joint venture, as the strong operational results of the prior 
year were attributable to several one-time events. This was slightly offset by an increase in state appropriations for 
expansion of the medical residency program in fiscal year 2015. 

Total operating expenses for the fiscal year ended June 30, 2015 grew only $12.7 million or 1.4% 
compared to the fiscal year ended June 30, 2014.  The increase in salaries and benefits is the result of inflationary 
increases in base salaries and increased clinical faculty incentive payments to reflect improved profitability of the 
clinical practice.  The modest 3.1% growth in services, supplies and other expenses is reflective of MCW’s 
continued focus on diligent cost management strategies. 

Nonoperating revenues and expenses for the fiscal year ended June 30, 2015 declined $136.8 million 
compared to the fiscal year ended June 30, 2014.  Most of this decline is related to realized gains on investments of 
$44.4 million and unrealized losses on investments of $36.9 million for the fiscal year ended June 30, 2015 
compared to realized gains on investments of $26.1 million and unrealized gains on investments of $117.5 million 
for the fiscal year ended June 30, 2014.  The decrease is due to a deterioration of global financial markets during 
fiscal year 2015.  Despite the unrealized losses on investments for the fiscal year ended June 30, 2015, MCW’s 
investment portfolios remained intact with a fair market value of $1,416.3 million as of June 30, 2015 compared to a 
fair market value of $1,338.9 million as of June 30, 2014. 
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Fiscal years ended June 30, 2013 and June 30, 2014.  

MCW’s net assets of $1,405.6 million at June 30, 2014 represent an increase of $193.3 million or 15.9% 
from June 30, 2013.  Total revenues and net assets released from restriction were $961.8 million, total expenses 
were $907.1 million and revenues in excess of expenses were $54.7 million for the fiscal year ended June 30, 2014.  
This represents a 3.8% increases in total revenues and net assets released from restriction, a 1.3% increase in total 
expenses and a 78.4% increase in revenues in excess of expenses compared to the fiscal year ended June 30, 2013. 

The declines in MCP net patient service and affiliate hospital contracts revenues for the fiscal year ended 
June 30, 2014 compared to the fiscal year ended June 30, 2013 are a direct result of the CP joint venture transition.   

Excluding the community-based activities that transitioned to the CP joint venture, MCP net patient service 
revenue grew 14.9 million or 4.5% for the fiscal year ended June 30, 2014 compared to the fiscal year ended June 
30, 2013.  Most of this growth is reflective of increased patient volume and a better mix of third-party payors.  
Additionally, under the ACA Medicaid provision, MCW recognized an additional $6.8 million in MCP net patient 
services revenue for the fiscal year ended June 30, 2014. 

The strong operational results of the CSG joint venture for the fiscal year ended June 30, 2014 resulted in 
revenue growth of $4.7 million or 2.4% in CSG contract fees and an increase of $6.2 million in the recognition of 
the equity ownership of the joint venture included in other revenue.   

Affiliate hospital contracts for the fiscal year ended June 30, 2014 declined $10.7 million or 9.6% 
compared to the fiscal year ended June 30, 2013. In the fiscal year ended June 30, 2013, MCW received $19.7 
million of affiliate support from Froedtert Health related to MCW’s primary care and community-based specialty 
care practice activities that were transferred to the CP joint venture in the fiscal year ended June 30, 2014.  
Excluding the community-based activity support that terminated with the CP joint venture, affiliate hospital contract 
revenues grew $9.0 million or 9.7%. The increase is mostly related to the new Froedtert Health support model 
implemented July 1, 2013. 

Grants and contracts declined $3.0 million or 2.1% for the fiscal year ended June 30, 2014 compared to the 
fiscal year ended June 30, 2013 due to a reduction in federal grant funding.  Federal sequestration and federal budget 
reductions impacted the amount of national funding available for research. 

Tuition and fees grew $1.8 million or 5.2% for the fiscal year ended June 30, 2014 compared to the fiscal 
year ended June 30, 2013.  The increase is the result of a tuition increase of 8.9% per student on a stable class size of 
approximately 810 medical students. 

Other revenue increased $11.5 million primarily due to an increase in the recognition of the equity 
ownership of the CSG joint venture of $6.2 million and increased ARRA “meaningful use” incentive revenue of 
$4.1 million. 

Total operating expenses grew only 1.3% for the fiscal year ended June 30, 2014 compared to the fiscal 
year ended June 30, 2013.  The moderate growth in operating expenses was the result of a MCW-wide focus to limit 
expense growth not to exceed revenue growth and the transition of the community-based activities to the CP joint 
venture. 

Nonoperating revenues and expenses grew $45.6 million compared to the fiscal year ended June 30, 2013.  
Most of this growth is related to realized gains on investments of $26.2 million and unrealized gains on investments 
of $117.5 million for the fiscal year ended June 30, 2014 compared to realized gains on investments of $19.8 million 
and unrealized gains on investments of $69.7 million for the fiscal year ended June 30, 2013.  The increase is due to 
strong global financial markets during fiscal year 2014. 
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DEBT SERVICE COVERAGE 

The following table sets forth, for the fiscal years ended June 30, 2013, 2014 and 2015, the revenues 
reflected in the consolidated financial statements of MCW available to pay its debt service and the extent to which 
such revenues covered debt service requirements on the actual long-term indebtedness of MCW (reflected in such 
consolidated financial statements of MCW) outstanding during those periods.  The table also indicates the extent to 
which such revenues available for debt service would provide coverage of maximum annual principal and interest 
payments on all long-term indebtedness which is expected to be reflected in MCW’s consolidated financial 
statements after the issuance of the Series 2016 Bonds (and refunding and redemption of the Refunded Bonds (as 
defined in the Official Statement)), based on the assumptions set forth below.  The calculations of “income available 
for debt service” and “historical maximum annual debt service coverage ratio” in the following table are determined 
in accordance with the provisions of the Master Indenture. 

(in thousands) 
Fiscal Year Ended June 30, 

2013 2014 2015 

Excess of revenues over expenses (1)………….... $          40,871 $         58,236 $        81,269 
Interest on indebtedness………………………… 8,538 8,754 8,133 
Depreciation and amortization………………….. 28,198 28,249 28,662 
Income available for debt service…………….. $          77,607  $         95,239  $      118,064 

Historical maximum annual debt service (1)….… $          19,384  $         18,594  $        19,075 

Historical maximum annual debt service 
coverage ratio 4.00 5.12 6.19 

Pro forma maximum annual debt service (2)….… $        20,459 $        20,459 $        20,459 

Historical coverage of pro forma maximum 
annual debt service……………………………... 3.79 4.66 5.77 

 
(1) Excess of revenues over expenses and historical maximum annual debt service is calculated in accordance 

with the provisions of the Master Indenture and therefore may not correspond directly to revenue in excess 
of expenses before nonoperating gains and losses or to actual debt service payments as reflected in the 
consolidated financial statements of MCW. 

(2) Maximum annual principal and interest payment on long-term indebtedness for any succeeding fiscal year 
assuming (i) the issuance of the Series 2016 Bonds in an aggregate principal amount of $157,805,000 with 
the amortization schedule and actual interest rates as shown under the heading “ANNUAL DEBT 
SERVICE REQUIREMENTS,” described in the Official Statement and (ii) the Series 2008B Bonds as 
variable rate bonds in an aggregate principal amount of $67,500,000, having an interest rate of 3.558% per 
annum which takes into account an existing interest rate swap transaction, and other unhedged variable rate 
debt is assumed to bear interest at 3.00% per annum, as shown under the heading “ANNUAL DEBT 
SERVICE REQUIREMENTS.”  
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HISTORICAL AND PRO FORMA CAPITALIZATION 

The table below represents MCW’s actual capitalization (excluding capitalized leases) as of June 30, 2013, 
2014 and 2015 and pro forma capitalization (excluding capitalized leases) as though $157,805,000 in aggregate 
principal amount of Series 2016 Bonds were outstanding on June 30, 2015 (after giving effect to the refunding of the 
Refunded Bonds as described in the Official Statement).  The Long-Term debt figures shown below represent 
outstanding par. 

(in thousands) (in thousands) 
Years Ended June 30, Pro Forma 

2013 2014 2015 June 30, 2015 

Long-Term Debt 
Series 1990B Loan  $             8,655   $                    -     $                    -    $                   -   

Series 2004A Bonds               21,145                19,810                         -                        - 

Series 2008A Bonds               79,980                79,030                78,035  9,645 

Series 2008B Bonds               67,500                67,500                67,500  67,500 

Series 2010 Bonds               25,275                23,980                  9,585  9,585 

2013 Taxable Term Loan                        -                16,000                13,005  13,005 

2013 Revolving Loan                        -                  1,506                  2,832  2,832 

Series 2014A Bonds                        -                         -                18,450  18,450 

Series 2014B Bonds                        -                         -                13,930  13,930 

Series 2016 Bonds                         -                          -                         -  157,805 

Notes Payable                 1,495                  1,495                  1,495  1,495 

Total Long-Term Debt  $         204,050   $         209,321   $         204,832  $       294,247 

 
Unrestricted Net Assets             662,158              787,219              852,340         852,340 

Total Capitalization  $         866,208   $         996,540   $      1,057,172  $    1,146,587 

Long-Term Debt as a 
Percentage of Total 
Capitalization 23.6% 21.0% 19.4% 25.7% 

 

EMPLOYEES 

As of December 31, 2015, MCW had approximately 4,500 full-time faculty and staff (including medical 
staff) and 700 part-time employees.  MCW provides a competitive compensation and benefits program that includes 
a 403(b) savings plan, group life, medical, disability, dental and vision insurance as well as paid vacation, holidays 
and sick leave programs. 

MCW currently has no labor unions or collective bargaining agreements.  There have been no stoppages of 
work due to strikes or labor problems.   

MCW’s Corporate Compliance Program helps to ensure that MCW is complying with all federal and state 
regulations, as well as with internal policies and procedures.  This is accomplished by measuring and managing risks 
to avoid any potential or actual situations of non-compliance, and to minimize the impact should situations of non-
compliance occur.  Additionally, Corporate Compliance ensures that appropriate risks are taken to support the 
growth, efficiency and effectiveness of MCW’s activities. 

In 2011, MCW established an Ombuds Office to provide a confidential, neutral, independent and informal 
channel of communication for staff and faculty to surface and resolve workplace issues.  The MCW Ombuds Office 
supports a culture that is respectful, collaborative and ethical. As a confidential, impartial, informal and neutral 
resource for faculty, staff and post-doctoral fellows, the Ombuds Office promotes fair treatment, civility, and 
accountability by helping people express concerns, communicate more effectively, manage conflicts and resolve 
disputes equitably and informally. 
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PHILANTHROPY 

MCW’s Development team is led by Alice Archabal, Vice President of Development, a joint appointment 
with Froedtert Health. During fiscal year 2015, MCW received $28.1 million in gifts and irrevocable pledges from 
individuals, non-profits and for-profit organizations. Of this total, $13.5 million was unrestricted and $6.9 million 
was added to the Endowment. 

In January 2016, MCW launched a joint five-year capital campaign with Froedtert Health that is currently 
in the silent phase. MCW anticipates a 5-10% growth on current fundraising activities plus an additional $45 million 
in gifts for a total five-year target of $175 to $200 million. Most of the additional contributions generated will 
directly benefit MCW. The key areas of focus are: 

• Research excellence that focuses on the joint clinical and research potential and accomplishments 
within the areas of Cancer, Neuroscience, Digestive Disease and Cardiovascular, for both adults and 
children; 

• The impact of the Cancer Center on the community at large, the strategic initiatives that drive National 
Cancer Institute designation, and the components and timeline that are necessary to obtain designation; 
and 

• The resources required to become a Health Sciences University, which would support scholarships, 
endowed chairs, regional campus expansion, and the creation of the School of Pharmacy and other 
educational initiatives. 

LITIGATION AND INSURANCE 

MCW is a party to various legal and regulatory actions arising in the ordinary course of its operations.  
While it is not feasible to predict the ultimate outcome of these actions, it is the opinion of MCW that the resolution 
of these matters will not have a material adverse effect on MCW’s financial condition or operations. 

MCW participates in The Injured Patients and Families Compensation Fund of the State of Wisconsin (the 
“Fund”).  MCW also is required to maintain insurance for claim loss of up to one million dollars per claim for each 
physician and three million dollars in the aggregate per year for each physician for professional liability claims.  
Losses with respect to malpractice awards in excess of these amounts are covered by the Fund. 

MCW established a trust, The Medical College of Wisconsin, Inc. Professional Liability Insurance Program 
(the “Program”), to cover malpractice claims below the levels covered by the Fund.   The Program undergoes an 
annual actuarial analysis, as well as an annual audit.  Its financial statements are reported in a separate audit.  In 
addition, the Program is included in the consolidated MCW financial statements. 

The following table sets forth the contributions made by MCW to the Program for the three fiscal years 
ended June 30, 2013, 2014, and 2015 and for the six months ended December 31, 2014 and 2015. 

The Medical College of Wisconsin, Inc.  
Professional Liability Insurance Program Contributions 

(in thousands) 

Fiscal Years Ended June 30,  6 Months Ended December 31, 

2013  2014  2015  2014  2015 

Contributions  $          1,500    $         1,496   $             999   $                500     $                -   
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The following table sets forth the total assets and net assets of the Program as of June 30, 2013, 2014, and 
2015 and as of December 31, 2014 and 2015. 

The Medical College of Wisconsin, Inc.  
Professional Liability Insurance Program Assets and Net Assets 

(in thousands) 

June 30,  December 31, 

2013 2014  2015  2014  2015 

Assets $ 20,206 $ 20,345  $ 20,294  $ 20,505  $ 18,596 

Net Assets $   1,798 $   4,523  $   4,700  $   4,399  $   3,265 

 

In addition to the professional liability insurance coverage described above, MCW maintains group 
personal excess liability of $3,000,000; commercial property insurance of $750,000,000; excess liability of 
$25,000,000 each claim ($25,000,000 aggregate); and other customary insurance policies. MCW believes that its 
insurance coverage is comparable to that maintained by institutions of similar size. 
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Independent Auditors’ Report 

The Board of Trustees 
The Medical College of Wisconsin, Inc.: 

We have audited the accompanying consolidated financial statements of The Medical College of Wisconsin, 
Inc. (MCW), which comprise the consolidated statements of financial position as of June 30, 2015 and 2014, 
and the related consolidated statements of unrestricted activities and changes in net assets and cash flows for 
the years then ended, and the related notes to the consolidated financial statements. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with U.S. generally accepted accounting principles; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of 
consolidated financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors’ Responsibility 

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

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including the 
assessment of the risks of material misstatement of the consolidated financial statements, whether due to 
fraud or error. In making those risk assessments, the auditor considers internal control relevant to MCW’s 
preparation and fair presentation of the consolidated financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of MCW’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made 
by management, as well as evaluating the overall presentation of the consolidated financial statements. 

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

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 
the consolidated financial position of MCW as of June 30, 2015 and 2014, and the results of their change in 
net assets and their cash flows for the years then ended, in accordance with U.S. generally accepted 
accounting principles. 

 

Milwaukee, Wisconsin 
October 1, 2015 

 

KPMG LLP
Suite 1500
777 East Wisconsin Avenue
Milwaukee, WI 53202-5337

KPMG LLP is a Delaware limited liability partnership,  
the U.S. member firm of KPMG International Cooperative 
(“KPMG International”), a Swiss entity.
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THE MEDICAL COLLEGE OF WISCONSIN, INC.

Consolidated Statements of Financial Position

June 30, 2015 and 2014

(In thousands)

Assets 2015 2014

Cash and cash equivalents $ 93,327   99,832   
Deposits with bond trustees 8,007   7,936   
Investments, at fair value 1,416,283   1,338,903   

Receivables:
Patient accounts, net 44,206   46,183   
Other accounts, net 25,184   25,183   
Grants and contracts, net 20,461   19,213   
Contributions, net 11,796   11,908   
Student loans, net 18,559   18,131   
Notes receivable from Children’s Specialty Group 27,148   26,588   

Total receivables 147,354   147,206   

Prepaid expenses and other assets 55,360   47,821   
Land, buildings, and equipment, net 198,003   206,862   

Total assets $ 1,918,334   1,848,560   

Liabilities and Net Assets

Liabilities:
Accounts payable $ 73,919   64,694   
Accrued payroll and related liabilities 109,993   107,421   
Deferred revenue 9,597   14,857   
Estimated liability for unpaid professional liability claims 15,554   15,787   
Long-term debt 203,258   208,637   
Interest rate swap 14,934   13,113   
Other liabilities 17,033   18,448   

Total liabilities 444,288   442,957   

Commitments and contingencies

Net assets:
Unrestricted 852,340   787,219   
Temporarily restricted 232,756   233,367   
Permanently restricted 388,950   385,017   

Total net assets 1,474,046   1,405,603   
Total liabilities and net assets $ 1,918,334   1,848,560   

See accompanying notes to consolidated financial statements.
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THE MEDICAL COLLEGE OF WISCONSIN, INC.

Consolidated Statements of Unrestricted Activities and Changes in Net Assets

Years ended June 30, 2015 and 2014

(In thousands)

2015 2014

Revenues:
Net patient services $ 382,484   371,647   
Provision for bad debts (15,837)  (28,212)  

Net patient services revenue less provision for bad debts 366,647   343,435   

Children’s Specialty Group contract fees 206,046   206,201   
FH-MCW Community Physicians contract fees 59,887   63,966   
Affiliate hospital contracts 97,195   93,656   
Children’s Research Institute contract fees 8,215   7,587   
Grants and contracts 110,512   111,704   
Facilities and administrative cost recovery on grants and contracts 28,634   28,292   
Tuition and fees 38,002   36,726   
Endowment investment income 2,541   1,014   
Other investment income 9,977   9,982   
Contributions 6,278   6,845   
State of Wisconsin appropriation 3,890   3,283   
Other 22,106   25,529   

Total revenues 959,930   938,220   

Net assets released from restrictions for operations 26,429   23,620   

Total revenues and net assets released from restrictions 986,359   961,840   

Expenses:
Faculty salaries 361,708   348,383   
Staff salaries 216,308   210,692   
Fringe benefits 116,698   127,778   
Services, supplies, and other 121,092   117,478   
Rent and occupancy 37,303   35,573   
Subcontracts 29,903   30,232   
Depreciation and amortization 28,662   28,249   
Interest on indebtedness 8,133   8,754   

Total expenses 919,807   907,139   

Revenues in excess of expenses before nonoperating
gains and losses 66,552   54,701   

Nonoperating gains and losses:
Loss on extinguishment of debt (322)  —    
Realized gain on investments 23,227   9,962   
Unrealized (loss) gain on investments (23,983)  60,996   
Endowment income earned over spendable income under

the total return concept (495)  794   
Loss on sale of land, buildings, and equipment (184)  (916)  
Unrealized loss on interest rate swap (1,821)  (491)  
Other gains 2,147   15   

Nonoperating (losses) gains, net (1,431)  70,360   

Increase in unrestricted net assets 65,121   125,061   
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THE MEDICAL COLLEGE OF WISCONSIN, INC.

Consolidated Statements of Unrestricted Activities and Changes in Net Assets, Continued

Years ended June 30, 2015 and 2014

(In thousands)

2015 2014

Temporarily restricted net assets:
Contributions $ 10,733   7,126   
Investment income 6,719   8,687   
Realized gain on investments 21,177   16,194   
Unrealized (loss) gain on investments (12,837)  56,398   
Net assets released from restrictions for operations (26,429)  (23,620)  
Change in fair value of charitable trusts 26   60   

(Decrease) increase in temporarily restricted net assets (611)  64,845   

Permanently restricted net assets:
Contributions 3,896   2,733   
Investment income 150   147   
Realized gain on investments 45   35   
Unrealized (loss) gain on investments (27)  121   
Change in fair value of charitable trusts (131)  402   

Increase in permanently restricted net assets 3,933   3,438   

Increase in net assets 68,443   193,344   

Net assets at beginning of year 1,405,603   1,212,259   
Net assets at end of year $ 1,474,046   1,405,603   

See accompanying notes to consolidated financial statements.
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THE MEDICAL COLLEGE OF WISCONSIN, INC.

Consolidated Statements of Cash Flows

Years ended June 30, 2015 and 2014

(In thousands)

2015 2014

Cash flows from operating activities:
Increase in net assets $ 68,443   193,344   
Adjustments:

Depreciation and amortization 28,662   28,249   
Provision for bad debts 15,837   28,212   
Contributions restricted for long-term investment (6,880)  (3,131)  
Permanently restricted investment income (150)  (303)  
Loss on sale of land, buildings, and equipment 184   916   
Loss on extinguishment of debt 322   —    
Gain on investments in affiliates, net (7,939)  (9,854)  
Net realized and unrealized gain on investments (7,602)  (143,706)  
Unrealized loss on interest rate swap 1,821   491   
Increase in receivables (15,985)  (24,306)  
Increase in prepaid expenses and other assets (2,582)  (854)  
Decrease (increase) in beneficial interest in charitable trusts 147   (417)  
Increase in accounts payable and accrued payroll and related

liabilities 14,297   25,702   
Decrease in deferred revenue (5,260)  (738)  
Decrease in estimated liability for unpaid professional liability

claims (233)  (2,576)  
Increase in refundable advance for U.S. government-sponsored loan funds 161   748   
(Decrease) increase in other liabilities (1,208)  1,620   

Net cash provided by operating activities 82,035   93,397   

Cash flows from investing activities:
Purchases of investments (937,275)  (953,454)  
Proceeds from sales and maturities of investments 865,135   873,666   
Purchase of funds held in deposits with bond trustees (31,745)  (23,313)  
Proceeds from sales of deposits with bond trustees 31,674   24,877   
Capital expenditures (19,875)  (19,312)  
Decrease in construction accounts payable (138)  (1,776)  
Proceeds from sale of land, buildings, and equipment 41   122   
Distributions from investments in joint ventures 2,140   1,058   

Net cash used in investing activities (90,043)  (98,132)  

Cash flows from financing activities:

Extinguishment of debt (670)  —    
Restricted contributions and permanently restricted investment income 7,030   3,434   
Proceeds from long-term debt 33,706   17,506   
Payments on capital lease (368)  (360)  
Repayments of long-term debt (38,195)  (12,235)  

Net cash provided by financing activities 1,503   8,345   

Net (decrease) increase in cash and cash equivalents (6,505)  3,610   

Cash and cash equivalents at beginning of year 99,832   96,222   
Cash and cash equivalents at end of year $ 93,327   99,832   

Supplemental data:
Cash paid for interest (net of amounts capitalized of $0 and $7 in

2015 and 2014, respectively) $ 8,133   8,658   
Noncash change in receivable from Children’s Specialty Group 559   1,750   

See accompanying notes to consolidated financial statements.
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(1) Organization 

The Medical College of Wisconsin, Inc. (MCW) is a private, freestanding medical college that includes 6 
basic science departments, 22 clinical departments, and 10 centers and institutes, and offers medical and 
graduate degrees. MCW performs research and maintains multi-specialty clinical programs in which faculty 
and staff physicians provide medical care. MCW also has affiliations with a number of hospitals in which 
MCW’s faculty and staff physicians provide services to patients, education to medical students, and training 
to residents (graduate medical education). MCW’s Medical College Physicians Practice Plan sets forth the 
provisions under which faculty and staff physicians provide professional services to patients and provides 
for the allocation of all fees generated from such services. As of June 30, 2015, MCW had 830 practicing 
faculty and staff physicians. Currently, the medical education activities are performed at or near MCW’s 
main campus in Milwaukee, Wisconsin.  MCW is partnering with colleges, universities and health systems 
in Green Bay and Central Wisconsin to expand its medical degree and resident training programs and 
establish regional campuses in these areas.  The Green Bay and the Central Wisconsin campuses will 
matriculate students in fiscal years 2016 and 2017, respectively. 

In May 2015, the Board of Trustees approved the formation of a School of Pharmacy.  The school will focus 
on high-end consultative care, particularly for acute, primary and preventative needs, and will matriculate 
students as early as fiscal year 2017. 

The consolidated financial statements include the accounts of the various academic and administrative 
divisions, the Professional Liability Insurance Program and the Blue and Green I Condominium, Inc. The 
Professional Liability Insurance Program was created as a grantor trust to self-insure risks related to medical 
malpractice liability. The Blue and Green I Condominium, Inc. was established as a nonstock, nonprofit 
corporation to operate a jointly used research facility. MCW owns 69% of the Blue and Green I 
Condominium, Inc. All significant intercompany balances and transactions have been eliminated in 
consolidation. 

(2) Summary of Significant Accounting Policies 

(a) Basis of Presentation 

The consolidated financial statements are prepared on the accrual basis of accounting. The statements 
follow U.S. generally accepted accounting principles (U.S. GAAP) applicable to the not-for-profit 
industry, which are included in the American Institute of Certified Public Accountants’ Audit and 
Accounting Guide Not-for-Profit Organizations. 

MCW prepares its consolidated financial statements to focus on the organization as a whole and to 
present net assets and revenues, expenses, gains, and losses classified based on the existence or absence 
of donor-imposed restrictions. Accordingly, net assets and changes therein are classified as follows: 

Permanently restricted net assets – Net assets subject to donor-imposed stipulations that are to be 
maintained permanently by MCW. Generally, the donors of these assets permit MCW to use all or part 
of the income earned on related investments for general or specific purposes. 

Temporarily restricted net assets – Net assets subject to donor-imposed stipulations that are or will 
be met by actions of MCW and/or the passage of time. 
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Unrestricted net assets – Net assets not subject to donor-imposed stipulations. 

Revenues are reported as increases in unrestricted net assets unless use of the related assets is limited 
by donor-imposed restrictions. Expenses are reported as decreases in unrestricted net assets. Gains and 
losses on investments and other assets or liabilities are reported as increases or decreases in unrestricted 
net assets unless their use is restricted by explicit donor stipulation or by law. Expirations of temporary 
restrictions on net assets occur when the donor-stipulated purpose has been fulfilled, the funds have 
been appropriated in accordance with MCW’s endowment fund spending policy, or the stipulated time 
period has elapsed and are reported as reclassifications between the applicable classes of net assets. 

(b) Patient Services Revenue and Patient Accounts Receivable, Net 

MCW faculty and staff physicians provide services to patients under agreements MCW has with 
third-party payors, patients, and others. The revenue related to patient services is recorded as net 
patient services revenue. Patient accounts receivable represent an estimate of net realizable amounts 
from third-party payors, patients, and others for unpaid professional fees for patient services. The 
estimate is based upon contract terms and historical payment experience. 

(c) Grant and Contract Revenue and Deferred Revenue 

Grant and contract awards are recognized as revenue in the period in which expenses are incurred for 
cost-reimbursed agreements. Amounts received under these grants and contracts but not spent are 
recorded as deferred revenue. Other contract revenue is recognized as revenue in the period in which 
it is earned. 

(d) Contributions and Contributions Receivable, Net 

Contributions, including unconditional promises to give, are recognized as revenue in the period 
received. Conditional promises to give are not recognized as revenue until the conditions on which 
they depend are substantially met. Contributions of assets other than cash are recorded at their 
estimated fair value at the date of the gift. Contributions to be received after one year are discounted 
using a discount rate consistent with the general principles of present value measurement. 
Amortization of the discount is recorded as additional contribution revenue in accordance with 
donor-imposed restrictions, if any, on the contributions. An allowance for uncollectible contributions 
receivable is provided based upon management’s judgment, including such factors as prior collection 
history, type of contribution, and nature of the fund-raising activity. 

Contributions that impose restrictions that are met in the same fiscal year as the contributions are 
received are included in unrestricted revenues. 

Contributions of land, building, and equipment without donor stipulations concerning the use of such 
long-lived assets are reported as revenues of the unrestricted net asset class. Contributions of cash or 
other assets to be used to acquire land, buildings, and equipment with such donor stipulations are 
reported as revenues of the temporarily restricted net asset class until the restrictions are considered to 
be released and the long-lived assets are placed into service. 
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(e) Revenues in Excess of Expenses 

Revenues in excess of expenses in the consolidated statements of unrestricted activities and changes 
in net assets reflect all transactions increasing or decreasing unrestricted net assets except loss on 
extinguishment of debt, realized and unrealized gains and losses on investments, loss on the sale of 
land, buildings, and equipment, the difference between net appreciation and the amount expended for 
funds designated by the Board of Trustees to function as endowments and unrealized derivative gains 
and losses. 

(f) Split Interest Agreements with Donors 

MCW’s split interest agreements with donors consist of irrevocable charitable gift annuities and 
charitable trusts. Charitable gift annuity investments are recorded at fair value (see note 2(i)) and are 
included in prepaid expenses and other assets. Charitable gift annuity liabilities are recorded at the 
present value of the estimated future payments to be made to the donors and are included in accounts 
payable. The liabilities are valued using the actuarial life expectancy tables and the discount rates 
published by the Internal Revenue Service (IRS). Contribution revenue is recognized at the date 
annuity agreements are established for the amount of the assets transferred less the amount of the 
present value of the estimated future payments to be made to the donors at the time of the gift. 

MCW is the beneficiary of several charitable trusts (the Trusts), including charitable remainder trusts, 
charitable lead trusts and charitable perpetual trusts. The Trusts consist of funds invested and 
administered outside of MCW in which MCW has the irrevocable right to receive a portion of the 
Trusts’ assets in accordance with the Trusts’ agreements. The fair value of MCW’s beneficial interest 
in the Trusts is accounted for as temporarily or permanently restricted net assets (based upon the 
donor’s designation) in the consolidated statements of financial position. Distributions received from 
perpetual trusts are recorded as investment income in the unrestricted and temporarily restricted net 
asset classifications in the consolidated statements of unrestricted activities and changes in net assets. 
The adjustments to the Trusts’ fair values are recognized as other income or expense in the temporarily 
or permanently restricted net asset classifications in the consolidated statements of unrestricted 
activities and changes in net assets. 

(g) Unreimbursed and Partially Reimbursed Care 

MCW has a policy of providing health care services without charge, or at amounts less than established 
rates, to patients who are unable to pay and who meet certain eligibility criteria established in MCW’s 
community care policy. Because MCW does not pursue collection of amounts determined to qualify 
as community care, the amounts are not reported as revenue. The estimated direct and indirect costs 
incurred by MCW to provide services under MCW’s community care policy during fiscal years 2015 
and 2014 were $6,295,000 and $5,465,000, respectively. The estimated cost of these community care 
services was determined using a ratio of cost to gross charges and applying that ratio to the gross 
charges associated with providing care to charity patients for the period. Gross charges associated with 
providing care to charity patients includes only the related charges for those patients who are 
financially unable to pay and qualify under MCW’s community care policy and who do not otherwise 
qualify for reimbursement from a governmental program. 
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MCW is a supplier under the Medicare and Title XIX Wisconsin Medical Assistance (Medicaid) 
programs. Under these programs, MCW is legally bound to accept the amount determined by the 
Medicare carrier or the State of Wisconsin as payment in full for each patient’s charges. Amounts 
received by MCW under Medicare and Medicaid are subject to audit by governmental agencies. 

The Patient Protection and Affordable Care Act, as amended by the Health Care and Education 
Reconciliation Act of 2010 (often referred to, collectively, as the Affordable Care Act), was signed 
into law on March 23, 2010. A provision of the Affordable Care Act included improving Medicaid 
payments for primary care physician services. Effective for dates of service on and after January 1, 
2013 through December 31, 2014, states were required by law to reimburse qualified providers at the 
rate that would be paid for the service under Medicare. During 2015 and 2014, MCW recognized 
$2,054,000 and $6,825,000, respectively, in additional net patient services revenue under this 
provision. The outstanding patient accounts receivable for the additional primary care Medicaid 
payments are $153,000 and $1,500,000 as of June 30, 2015 and 2014, respectively. 

(h) Cash and Cash Equivalents 

Cash and cash equivalents include bank depository account balances and money market funds not held 
by external investment managers.  

MCW maintains its cash in bank deposit accounts, which exceed federally insured limits.  MCW 
monitors cash balances along with the financial condition of the financial institutions to minimize this 
potential risk.  

(i) Investments 

Investments are comprised of money market funds held by external investment managers, marketable 
debt and equity securities, bond and equity mutual funds, commingled bond and equity funds, other 
equity securities, guaranteed investment contracts, and accrued interest and dividends thereon and are 
reported at fair value. Realized gains and losses on the sale of investments are calculated on the basis 
of specific identification of the securities sold. Investment management fees and service charges are 
netted against investment income for financial reporting purposes. 

Investment income included in revenue consists of income on unrestricted investments and the amount 
expended from net appreciation appropriated for expenditure (spendable income) from pooled 
endowment funds. The difference between the net appreciation and the amount expended is reported 
as a nonoperating gain or loss for funds designated by the Board of Trustees to function as endowments 
and as a change in temporarily restricted net assets for donor-restricted endowment funds. 

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 these changes could 
materially affect the amounts reported in the consolidated statements of financial position and the 
consolidated statements of unrestricted activities and changes in net assets. 
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(j) Deposits with Bond Trustees 

Deposits held by bond trustees consist of investments restricted for debt service. These funds are 
invested in highly liquid securities by the bond trustees. 

(k) Student Loans, Net 

MCW receives awards to make loans to eligible students under certain federal student loan programs. 
The Department of Education’s Direct Loan program consists of federally guaranteed loans directly 
issued to the students of MCW. MCW is responsible only for the performance of certain administrative 
duties with respect to the Direct Loan Program and therefore these loans are not included in MCW’s 
consolidated financial statements. The Perkins and the Primary Care Student Loan Programs are 
administered directly by MCW and the balances and transactions relating to these programs are 
included in MCW’s consolidated financial statements. In addition to these federal loan programs, 
MCW also makes student loans to eligible students from funding received from philanthropic and 
other sources. All loan programs are available to the medical students of MCW. Graduate students are 
only eligible for the Direct Loan Program. The loans may be used for tuition, books, fees and living 
expenses. 

(l) Land, Buildings, and Equipment 

Investments in land, buildings, and equipment (including software licenses) are recorded at cost if 
purchased or at appraised value if donated. Assets are depreciated using the straight-line method over 
their estimated useful lives, ranging from 3 to 50 years. The net interest cost incurred on borrowed 
funds during the period of major construction or renovation is capitalized as a component of the cost 
of acquiring those assets in accordance with Financial Accounting Standards Board 
(FASB) Accounting Standards Codification (ASC) Subtopic 835-20, Capitalization of Interest. The 
components of capitalized interest include all interest costs of tax-exempt borrowings that fund the 
major construction or renovation projects and interest rate-related derivative instruments, less any 
earnings on the temporary investment of the proceeds of those borrowings, and the change in fair value 
of the derivative instrument used to manage the interest rate costs of the tax-exempt financing. 
Capitalized interest is included as part of the cost of construction and renovation projects and is 
amortized over the estimated useful life of the related assets. 

When MCW commits to the disposal or abandonment of land, buildings, and equipment, or when such 
assets are determined to be impaired, the assets are written off or down to the net realizable value. 

MCW periodically assesses the recoverability of long-lived assets (including land, buildings, and 
equipment) when there are indications of potential impairment based on estimated undiscounted future 
cash flows. Management considers such factors as current results, trends, and future prospects, in 
addition to other economic factors, in determining the impairment of an asset. Management believes 
MCW’s long-lived assets are not impaired at June 30, 2015 and 2014. 

(m) Refundable Advances for U.S. Government-Sponsored Loan Funds 

Funds provided by the U.S. government under the Federal Perkins Student Loan Program and Federal 
Primary Care Loan Program are loaned to qualified students. Receipts of principal and interest 
payments are used to finance future loans to students. Funds provided by the U.S. government and 
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earnings thereon are ultimately refundable to the government and, therefore, are presented as a liability 
and are included in other liabilities. 

(n) Deferred Financing Expenses 

Costs incurred related to the issuance of long-term debt, included in prepaid expenses and other assets, 
and the original issue discount or premium, included in long-term debt, are deferred and amortized 
over the term of the debt using a method that approximates the effective interest rate method. 

(o) Derivative Instruments 

MCW entered into an interest rate-related derivative instrument (interest rate swap) to manage interest 
rate exposure on its variable rate revenue bonds. The fair value of the interest rate swap is reported on 
the consolidated statements of financial position. MCW does not apply hedge accounting to derivative 
instruments, and therefore, any change in the interest rate swap value is recognized as a gain or loss in 
the consolidated statements of unrestricted activities and changes in net assets. The net cash received 
or paid under the terms of the interest rate swap agreement over its term is recorded as a component 
of interest expense. 

(p) Income Taxes 

MCW has received a determination letter from the IRS indicating that it is a tax-exempt organization 
as provided in Section 501(c)(3) of the Internal Revenue Code, and it is exempt from federal and state 
income taxes, except for taxes pertaining to unrelated business income. No provision has been made 
for income taxes in the accompanying consolidated financial statements since MCW does not have a 
significant amount of taxable unrelated business income in 2015 and 2014. 

MCW applies the standards for accounting for uncertainty in income taxes contained in 
FASB ASC Topic 740, Income Taxes (ASC Topic 740). ASC Topic 740 addresses the determination 
of how tax benefits resulting from tax positions taken or expected to be taken on a tax return should 
be recorded in the financial statements. Under ASC Topic 740, the tax benefit from an uncertain tax 
position is recognized if it is more likely than not that the tax position will be sustained on examination 
by the taxing authorities, based on the technical merits of the position. The tax benefits recognized in 
the consolidated financial statements from such a position are measured based on the largest benefit 
that has a greater than 50% likelihood of being realized upon ultimate settlement. MCW does not have 
a liability for unrecognized tax benefits as of June 30, 2015 and 2014. 

(q) Use of Estimates 

The presentation of the consolidated financial statements in conformity with U.S. GAAP requires 
management to make estimates and judgments that affect the reported amounts of assets and liabilities 
at the date of the consolidated financial statements, the disclosures of contingencies at the date of the 
consolidated financial statements and revenues and expenses recognized during the reporting period. 
Actual results could differ from those estimates. Changes in prior year estimates are accounted for 
within the consolidated statements of unrestricted activities and changes in net assets in the current 
year. 
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(r) New Accounting Pronouncements 

In April 2015, the FASB issued Accounting Standards Update (ASU) No. 2015-03, Interest – 
Imputation of Interest (ASU No. 2015-03).  ASU No. 2015-03 amends ASC 835, Interest, by requiring 
debt issuance costs to be presented in the balance sheet as a direct deduction from the carrying amount 
of the debt liability, consistent with debt discounts or premiums. The adoption of ASU No. 2015-03 
will be effective for MCW for the year ending June 30, 2017. 

In May 2015, the FASB issued ASU No. 2015-07, Disclosures for Investments in Certain Entities that 
Calculate Net Asset Value per Share (or Its Equivalent) (ASU No. 2015-07).  ASU No. 2015-07 
amends ASC 820, Fair Value Measurement, by removing the requirement to categorize investments 
for which fair values are measured using the net asset value per share practical expedient and limits 
disclosures to investments for which the entity has elected to measure the fair value using the practical 
expedient. The adoption of ASU No. 2015-07 will be effective for MCW for the year ending June 30, 
2017. 

(3) Related-Party Transactions 

MCW is located on the Milwaukee Regional Medical Center Campus, along with Froedtert Health, Inc. 
(Froedtert Memorial Lutheran Hospital, Inc. and related entities collectively referred to as Froedtert), 
Children’s Hospital and Health System, Inc. (Children’s Hospital of Wisconsin and related entities 
collectively referred to as Children’s), and several other health care providers. The following is a summary 
of the transactions with these related parties. 

(a) Froedtert Health, Inc. 

MCW contracts with Froedtert to receive payment for faculty and staff physician services at hospital 
and clinic sites. During 2015 and 2014, MCW recognized affiliate hospital contract revenue of 
approximately $74,964,000 and $71,748,000, respectively, for clinical management, graduate medical 
education, and other program support services provided to Froedtert. The outstanding balance of the 
accounts receivable from Froedtert at June 30, 2015 and 2014 is $15,505,000 and $14,141,000, 
respectively (see note 8). 

Many faculty and staff physicians render professional medical services to patients at Froedtert. MCW 
leases space from Froedtert for certain services provided at its facilities. Rent paid to Froedtert by 
MCW is $8,603,000 and $8,365,000 in 2015 and 2014, respectively. Other direct costs for equipment, 
supplies, and general services related to professional medical services at Froedtert are incurred by 
MCW directly. MCW also leases clinical space to Froedtert under operating leases. Rental income 
received from Froedtert by MCW is $2,687,000 and $2,716,000 in 2015 and 2014, respectively. 

MCW entered into an End-User Access Agreement with Froedtert on December 31, 2003. Under this 
agreement, MCW obtained user access rights to electronic medical records software that was 
implemented by Froedtert. MCW paid $5,000,000 for these rights and recorded the cost as an addition 
to land, buildings, and equipment. The software was put into use and amortization began in fiscal year 
2005. The software is being amortized over the term of the software access agreement (10 years).  The 
agreement was renewed effective December 31, 2014 and will continue until terminated by either 
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party.  Annually, the parties will mutually agree upon any additional fees related to the use of the 
software.  There were no additional fees for the year ending June 30, 2015. 

On August 12, 2004, MCW entered into a joint venture with Froedtert and Aurora Advanced 
Healthcare, S.C. to form the Froedtert Surgery Center, LLC (the Surgery Center). The purpose of the 
Surgery Center is to own and operate an ambulatory surgery center and provide a full range of 
outpatient surgery services. MCW has a 30% ownership interest in the Surgery Center. MCW accounts 
for its investment using the equity method of accounting. MCW did not make any capital contributions 
during fiscal years 2015 and 2014. MCW’s share of the Surgery Center’s gains and (losses) for fiscal 
years 2015 and 2014 of $404,000 and ($32,000), respectively, is recorded in other revenue. MCW’s 
investment in the Surgery Center is approximately $1,550,000 and $1,146,000 as of June 30, 2015 and 
2014, respectively, and is included in the prepaid expenses and other assets on the consolidated 
statements of financial position. 

On July 15, 2007, MCW entered into a joint venture with Froedtert to form FMLH MCW Real Estate 
Ventures, LLC (the Real Estate Venture). The purpose of the Real Estate Venture is to provide a 
platform for ongoing real estate ownership, development and/or leasing to contribute to the members’ 
missions and strategic initiatives. Each member has a 50% ownership interest. MCW accounts for its 
investment using the equity method of accounting. MCW did not make any capital contributions 
during fiscal years 2015 and 2014. MCW’s share of the Real Estate Venture’s gains for fiscal years 
2015 and 2014 of $177,000 and $20,000, respectively, is recorded in other revenue. MCW’s 
investment in the Real Estate Venture is approximately $4,747,000 and $4,570,000 as of June 30, 2015 
and 2014, respectively, and is included in the prepaid expenses and other assets on the consolidated 
statements of financial position. 

On October 1, 2009, MCW purchased from Froedtert a 10% ownership interest in Wisconsin Renal 
Care Group, LLC (WRCG), a joint venture with Froedtert and RCG University Division, Inc. The 
purpose of WRCG is to provide patient care through the development, operation, and management of 
renal dialysis facilities and programs. The purchase price of $1,850,000 was financed through a note 
payable to Froedtert, which was paid in full in 2013. MCW received cash distributions of $689,000 
and $522,000 as of June 30, 2015 and 2014, respectively. MCW accounts for its investment using the 
equity method of accounting. MCW’s share of WRCG’s gains for fiscal years 2015 and 2014 of 
$876,000 and $624,000, respectively, is recorded in other revenue. MCW’s investment in WRCG is 
approximately $1,045,000 and $858,000 as of June 30, 2015 and 2014, respectively, and is included 
in the prepaid expenses and other assets on the consolidated statements of financial position. 

On November 21, 2011, MCW entered into a joint venture with six other healthcare systems to form 
Accountable Care Solutions, LLC (ACS), which has since been renamed Integrated Health Network 
(IHN). As of June 30, 2015, other members of IHN include Agnesian Healthcare, Inc., Ministry Health 
Care, SSM Health Care of Wisconsin, Inc., Hospital Sisters Health System, Columbia St. Mary’s, Inc., 
Froedtert Health, Inc., and Wheaton Franciscan Healthcare – Southeast Wisconsin, Inc. MCW has a 
12.5% interest in IHN. The purpose of IHN is to support a network of health care facilities and 
professionals intended to improve patient health, enhance patient experience, and reduce or control the 
cost of health care in the members’ shared communities. MCW accounts for its investment using the 
equity method of accounting. MCW made no capital contributions during fiscal years 2015 and 2014. 
MCW’s share of IHN’s losses for fiscal years 2015 and 2014 of $1,000 and $7,000, respectively, is 
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recorded in other revenue. MCW’s investment in IHN is approximately $58,000 and $59,000 as of 
June 30, 2015 and 2014, respectively, and is included in the prepaid expenses and other assets on the 
consolidated statements of financial position. 

On May 8, 2012, MCW entered into a joint venture with Froedtert and Wheaton Franciscan Medical 
Group to form Cardiology Joint Venture, LLC (the Cardiology Venture) to operate a cardiology 
practice. MCW has a 10% interest in the Cardiology Venture. MCW accounts for its investment using 
the equity method of accounting. MCW made no capital contributions to the Cardiology Venture in 
fiscal years 2015 and 2014. MCW’s share of the Cardiology Venture’s losses for fiscal years 2015 and 
2014 of $65,000 and $14,000, respectively, is recorded in other revenue. MCW’s investment in the 
Cardiology Venture is approximately $327,000 and $392,000 as of June 30, 2015 and 2014, 
respectively, and is included in the prepaid expenses and other assets on the consolidated statements 
of financial position. 

On December 31, 2012, MCW entered into a joint venture with Bio-Medical Applications of 
Wisconsin, Inc. and Froedtert to form Fresenius Medical Care Midwest Dialysis, LLC (Fresenius). 
The purpose of Fresenius is to own, operate, develop, and manage renal dialysis facilities and 
programs. MCW has a 10% interest in Fresenius. MCW received cash distributions of $1,236,000 and 
$535,000 as of June 30, 2015 and 2014, respectively. MCW accounts for its investment using the 
equity method of accounting. MCW made no capital contributions to Fresenius in fiscal years 2015 
and 2014. MCW’s share of Fresenius’ gains for fiscal years 2015 and 2014 of $1,428,000 and 
$776,000, respectively, are recorded in other revenue. MCW’s investment in Fresenius is 
approximately $6,215,000 and $6,023,000 as of June 30, 2015 and 2014, respectively, and is included 
in the prepaid expenses and other assets on the consolidated statements of financial position. 

On January 30, 2013, MCW entered into a definitive agreement with Froedtert to form a joint clinical 
practice group effective July 1, 2013 named Froedtert & The Medical College of Wisconsin 
Community Physicians (FH-MCW Community Physicians). FH-MCW Community Physicians 
combines many of the community-based practices of Froedtert and MCW’s Medical College 
Physicians. MCW has a 50% interest in the governance of the entity, but Froedtert is the sole financial 
member. Under the definitive and subsequent agreements, MCW started transitioning employment of 
primary care and clinical-based physicians and staff and certain administrative staff to FH-MCW 
Community Physicians during 2014 and the remaining employment transitions were completed in 
2015. Additionally, during 2015 MCW assumed employment of specialty physicians that were 
previously employees of Froedtert. MCW receives payments for MCW employees leased to and 
performing services on behalf of FH-MCW Community Physicians. Additionally, MCW contracts 
with FH-MCW Community Physicians to perform billing services for its clinic-based sites. During 
2015 and 2014, MCW recognized $59,887,000 and $63,966,000, respectively, of FH-MCW 
Community Physician contract fees related to these services. The outstanding balance of accounts 
receivable from FH-MCW Community Physicians as of June 30, 2015 and 2014 is $6,297,000 and 
$6,880,000, respectively (see note 8). MCW also collects net patient services revenue for certain 
specialty services provided by FH-MCW Community Physicians providers performing services on 
behalf of MCW. These collections, net of assessments, are remitted to FH-MCW Community 
Physicians and in 2015 and 2014, $5,703,000 and $4,533,000, respectively, was recorded in services, 
supplies, and other expense. The outstanding balance of accounts payable to FH-MCW Community 
Physicians as of June 30, 2015 and 2014 is $1,221,000 and $861,000, respectively. 
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(b) Children’s Hospital and Health System, Inc. 

MCW entered into an Operations Agreement with Children’s to form Children’s Specialty Group, Inc. 
(CSG), a provider of pediatric specialty health care services, on July 1, 2000. MCW and Children’s 
are the two members of CSG, and MCW accounts for its 50% interest in CSG’s net assets using the 
equity method of accounting. Effective July 1, 2011, MCW and Children’s agreed to amend the CSG 
Operations Agreement. Under the revised agreement, CSG distributes to MCW a percentage of its net 
patient services and Medicaid electronic health record incentive revenues and any CSG revenues and 
gains in excess of expenses and losses will be retained by CSG for program development. In 2015 and 
2014, 7% and 5%, respectively of CSG’s net patient services and Medicaid electronic health record 
incentive revenues were distributed to MCW.  

MCW’s revenues include $206,046,000 and $206,201,000 for the years ended June 30, 2015 and 2014, 
respectively, for certain physician services, leased equipment, and supplies purchased by CSG. 
MCW’s share of CSG’s change in net assets of $4,886,000 and $8,378,000 for the fiscal years ended 
June 30, 2015 and 2014, respectively, is recorded in other revenue. At June 30, 2015 and 2014, 
respectively, CSG has total assets of $77,464,000 and $67,133,000 and net assets of $50,316,000 and 
$40,545,000. MCW’s investment in CSG is approximately $25,159,000 and $20,273,000 as of 
June 30, 2015 and 2014, respectively, and is included in the prepaid expenses and other assets on the 
consolidated statements of financial position. 

The pediatric practice patient accounts receivable at June 30, 2000 of approximately $10,243,000 was 
transferred to CSG effective July 1, 2000 in exchange for a revolving note receivable. In 2012, MCW 
loaned an additional $5,000,000 to CSG for clinical practice development in exchange for a note 
receivable. The notes receivable from CSG do not bear interest and become due in their entirety upon 
the dissolution of CSG. 

On October 31, 2004, MCW entered into a Joint Development Agreement with Children’s for 
development of the Blue & Green I Condominium Association Inc. (the Condominium). The 
Condominium includes two units, with MCW owning one unit to be used for biomedical research and 
Children’s owning the other unit for its Children’s Research Institute program. Each owner of a unit 
has the same percentage interest in the Condominium as the unit owner’s interest in the common 
elements, as set forth in the Declaration of the Condominium. MCW’s allocated interest is 69% and 
Children’s allocated interest is 31%. MCW is acting as the operator and property manager of the 
facility. MCW’s revenues include $1,805,000 and $1,773,000 for the years ended June 30, 2015 and 
2014, respectively, from Children’s for its portion of the facility operational and equipment costs. The 
outstanding balance of the accounts receivable for the Condominium operational and equipment costs 
from Children’s at June 30, 2015 and 2014 is $270,000 and $266,000, respectively (see note 8). 

MCW leases space from Children’s for certain administrative purposes. Rent paid to Children’s by 
MCW is $3,892,000 and $3,839,000 in 2015 and 2014, respectively. 
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(c) Other Related Parties 

On October 1, 2011, MCW entered into a joint venture with APM Wisconsin MSO LLC to form Pain 
Centers of Wisconsin – Wauwatosa, LLC (the Pain Center). MCW has a 49% interest in the joint 
venture. The purpose of the Pain Center is to provide comprehensive pain treatment and pain-related 
surgical services. MCW accounts for its investment using the equity method of accounting. MCW 
made no capital contributions during fiscal years 2015 and 2014. MCW received cash distributions of 
$216,000 and $0 as of June 30, 2015 and 2014, respectively.  MCW’s share of the Pain Center’s gains 
for fiscal years 2015 and 2014 of $237,000 and $108,000, respectively, is recorded in other revenue. 
MCW’s investment in the Pain Center is approximately $700,000 and $679,000 as of June 30, 2015 
and 2014, respectively, and is included in the prepaid expenses and other assets on the consolidated 
statements of financial position. 

On September 1, 2014, MCW entered into a Master CMEP Collaboration Agreement with St. Norbert 
College (SNC) to establish administrative and educational space, selected student services, 
information technology support and other support services for MCW’s regional campus in Green Bay, 
Wisconsin. The parties agreed to develop a newly constructed, two-unit condominium located on the 
SNC campus. SNC paid for the construction of the exterior building and upon completion of the 
construction transferred title and ownership of approximately 6,400 square feet of the exterior building 
to MCW. Both MCW and SNC paid for the build out of their respective condominium units. MCW 
may not transfer or sell its condominium unit to a third party without first offering the unit to SNC for 
the price of $1. As of June 30, 2015, MCW has recognized a temporarily restricted contribution of 
$1,134,000, which approximates the fair value of the assets received from SNC. The condominium 
unit received from SNC was placed into service in 2015 and MCW has begun releasing the 
contribution over the estimated life of the restriction. 

MCW is a member of the Milwaukee Regional Medical Center (MRMC), a consortium of six health 
care institutions located on the Milwaukee Regional Medical Center Campus. In June of 2014, MCW 
agreed to provide a financial guarantee to a financial institution for a borrowing of the Milwaukee 
Regional Medical Center Thermal Services, Inc. (MRMC Thermal), a subsidiary of MRMC. The 
guarantee requires MCW to reimburse the financial institution if MRMC Thermal fails to make 
principal or interest payments when due in accordance with the terms of their borrowing. The 
guarantee expires when the obligations of MRMC Thermal are satisfied, which is on or before 
December 31, 2015. The maximum amount payable under this guarantee is $11,700,000 as of June 30, 
2015. At this time, it is not probable that any amount will be payable under the arrangement and a 
liability is not recorded. 

In June 2014, MCW executed a performance guarantee to a utility company for the full and prompt 
payment and performance of MRMC Thermal’s obligations under a Capital Expenditure 
Reimbursement Agreement. The guarantee requires MCW to reimburse the utility company if MRMC 
Thermal fails to reimburse the utility company for capital expenditure investments made during the 
duration of this agreement. Reimbursement can be made in either a lump sum payment or through rate 
increases paid by MCW for chilled water and steam services. The maximum amount payable as a lump 
sum under this guarantee is $3,780,000. At this time, it is not probable that any additional amount will 
be payable under the agreement and a liability is not recorded. 



THE MEDICAL COLLEGE OF WISCONSIN, INC. 

Notes to Consolidated Financial Statements 

June 30, 2015 and 2014 
 

                                                                                       17                                                                      (Continued) 

Members of MCW’s Board of Trustees may serve in management roles for corporations that provide 
goods or services to MCW, causing these corporations to be related parties. In 2015 and 2014, MCW 
purchased from these related parties $431,000 and $442,000, respectively, of employee benefit 
services; $238,000 and $293,000, respectively, of investment, banking, and lending services; $493,000 
and $514,000, respectively, of legal services; $276,000 and $363,000, respectively, of building 
services equipment and $3,727,000 and $8,649,000, respectively, of information systems consulting 
and computer equipment. Significant purchases of goods and services from related parties are reviewed 
to ensure such transactions are competitively priced as compared to other goods and services available 
in the market place. 

(4) Investments 

Cost and fair value of investments as of June 30, 2015 and 2014 are summarized below (in thousands): 

2015 2014
Cost Fair value Cost Fair value

Money market funds $ 8,016  8,016  9,415  9,415  
Accrued investment income 368  368  381  381  
U.S. government obligations 68,063  66,916  63,269  63,105  
State and municipal bonds 25  25  25  25  
Corporate bonds 1,651  823  1,981  889  
Asset- and mortgage-backed

securities 5,154  5,031  5,968  5,650  
Bond mutual funds 185,003  182,731  159,119  158,262  
Equity mutual funds 103,496  183,808  152,863  249,225  
Commingled bond funds 142,889  136,153  166,538  179,863  
Commingled equity funds 332,096  472,567  233,485  373,976  
Equity securities 57,696  76,899  29,743  47,547  
Other equity securities 250,191  279,914  217,085  246,984  
Guaranteed investment contracts 3,032  3,032  3,581  3,581  

Total $ 1,157,680  1,416,283  1,043,453  1,338,903  
 

Mortgage-backed securities are comprised of widely traded tranches of principal and interest strips generally 
derived from underlying mortgages securitized by the Federal National Mortgage Association (FNMA), the 
Federal Home Loan Mortgage Corporation (FHLMC), and the Government National Mortgage Association 
(GNMA) in the form of collateralized mortgage obligations (CMOs) and real estate mortgage investment 
conduits (REMICs). Other asset-backed securities are comprised of principal and interest strips derived from 
underlying credit card receivables, home equity loans, automobile loans, and airline equipment securitized 
by major financial institutions and manufacturers. 

Commingled bond funds are comprised of domestic and foreign investment grade or below investment grade 
public and private issue debt and debt-like securities. MCW also invests in commingled equity funds that 
are comprised of domestic and foreign common stocks, warrants, stock purchase rights, preferred stocks, 
real estate investment trusts, depositary receipts, convertible debt securities, long and short positions in 
equities, and derivative instruments such as forward contracts, futures, options and swaps. 
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Other equity securities are comprised of ownership interests in limited partnerships and limited companies 
whose stated objectives are to achieve higher than average investment returns while incurring reasonable 
risk through the use of multi-manager, multi-strategy investment approaches, direct investment, diversified 
groups of investment funds, or direct investment in equity or debt securities, private real assets, or private 
equity. The ownership interests include, but are not limited to, hedge funds, options and warrants, 
commodities, convertible securities, investment grade and noninvestment grade bonds, reverse repurchase 
agreements, rated or unrated debt, private real assets, oil and gas properties, timberland, metals and mining, 
power plants and renewable energy sources, public and private distressed assets, private equity, venture 
capital, and illiquid or nonpublicly traded securities. MCW owns less than 10% of each limited partnership 
or limited company. Other equity securities also include an investment fund engaged in the business of 
originating or acquiring mortgage loans, all secured by deeds of trust and mortgages on real estate in the 
United States. 

MCW’s return on investments as reported in the consolidated financial statements for the years ended 
June 30, 2015 and 2014 is summarized below (in thousands): 

Year ended June 30, 2015
Temporarily Permanently

Unrestricted restricted restricted Total

Endowment spendable income $ 2,541  2,108  —  4,649  
Endowment investment income

required to be reinvested —  4,408  32  4,440  
Endowment income earned over

spendable income under the total
return concept (495) 196  —  (299) 

Interest and dividends,
net of fees, on pooled
endowments 2,046  6,712  32  8,790  

Other investment income 9,977  7  118  10,102  

Total interest and
dividends, net of fees 12,023  6,719  150  18,892  

Realized gain on investments 23,227  21,177  45  44,449  
Unrealized loss on investments (23,983) (12,837) (27) (36,847) 

$ 11,267  15,059  168  26,494  
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Year ended June 30, 2014
Temporarily Permanently

Unrestricted restricted restricted Total

Endowment spendable income $ 1,014  2,755  (3) 3,766  
Endowment investment income

required to be reinvested —  5,727  40  5,767  
Endowment income earned over

spendable income under the total
return concept 794  198  —  992  

Interest and dividends,
net of fees, on pooled
endowments 1,808  8,680  37  10,525  

Other investment income 9,982  7  110  10,099  

Total interest and
dividends, net of fees 11,790  8,687  147  20,624  

Realized gain on investments 9,962  16,194  35  26,191  
Unrealized gain on investments 60,996  56,398  121  117,515  

$ 82,748  81,279  303  164,330  
 

Investment management and custodial fees incurred in 2015 and 2014 were $4,673,000 and $4,498,000, 
respectively. 

(5) Fair Value Measurements 

FASB ASC Topic 820, Fair Value Measurements and Disclosures (ASC Topic 820), establishes a fair value 
hierarchy that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives 
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities (Level 1 
measurements) and the lowest priority to measurements involving significant unobservable inputs (Level 3 
measurements). The three levels of the fair value hierarchy are as follows: 

� Level 1 inputs are quoted prices (unadjusted) that are observable in active markets for identical assets 
or liabilities that MCW has the ability to access at the measurement date. 

� Level 2 inputs are inputs, other than quoted prices included within Level 1, such as quoted prices for 
similar assets or liabilities or quoted prices in markets that are not active, that are observable for the 
asset or liability, either directly or indirectly. 

� Level 3 inputs are unobservable inputs, where there is little or no market data, requiring MCW to 
develop its own assumptions of fair value for the asset or liability. 

The level in the fair value hierarchy within which a fair value measurement in its entirety falls is based on 
the lowest level input that is significant to the fair value measurement in its entirety. 
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The following section describes the valuation methodologies used for financial assets and liabilities 
measured at fair value. The techniques utilized in estimating the fair values are affected by the assumptions 
used. 

Cash and cash equivalents: The fair value of cash and cash equivalents is based on observable market 
quotation prices provided by the custodial financial institutions at the reporting date. 

Deposits with bond trustees: The fair value of the money market funds on deposit with bond trustees is based 
on observable market quotation prices. The fair value of fixed maturity securities on deposit with bond 
trustees is based on prices provided by each bond trustee financial institution using a variety of pricing 
sources. Each bond trustee financial institution designates specific pricing services or indices for each sector 
of the market based on the pricing service’s expertise. 

Investments: The fair value of investments is based on valuations provided by external investment managers 
and the custodial financial institutions. Valuations of investments in Level 1, which include money market 
instruments, accrued investment income, bond and equity mutual funds, and equity securities, are provided 
by the custodial financial institutions based on observable market quotation prices. Valuations of certain 
investments in Level 2, which include accrued investment income, U.S. government obligations, state and 
municipal bonds, corporate bonds, and asset-backed and mortgage-backed securities, are provided by the 
custodial financial institutions based on observable inputs other than quoted prices, such as pricing services 
or indices. 

In conjunction with the adoption of ASC Topic 820, MCW also adopted the measurement provisions of 
ASU No. 2009-12, Investments in Certain Entities That Calculate Net Asset Value per Share (or Its 
Equivalent) (ASU No. 2009-12), for certain investments in funds that do not have a readily determinable fair 
value including private investments, hedge funds, real estate, and comingled equity and bond funds. 
ASU No. 2009-12 allows MCW to estimate the fair value of an investment using the net asset value per share 
of the investment as a practical expedient, if that net asset value per share is determined in accordance with 
the AICPA Audit and Accounting Guide for Investment Companies. Investments in commingled bond and 
equity funds and other equity securities with a fair value of $888,634,000 and $800,823,000 were estimated 
using the net asset value per share provided by external investment managers as of June 30, 2015 and 2014, 
respectively. Commingled bond and equity funds and other equity securities, without redemption 
restrictions, were classified as Level 2 with a fair value of $385,830,000 and $316,314,000 as of June 30, 
2015 and 2014, respectively. Commingled bond and equity funds and other equity securities, with 
redemption restrictions, were classified as Level 3 with a fair value of $502,804,000 and $484,509,000 as of 
June 30, 2015 and 2014, respectively. Changes in market conditions and the economic environment may 
impact the net asset value of the funds and consequently the fair value of MCW’s interest in the funds. 

The investment strategy of the commingled bond funds is to achieve favorable income-oriented returns from 
diversified portfolios of domestic and foreign investment grade or below investment grade public and private 
issue debt and debt-like securities. The investment strategy of the commingled equity funds is to seek 
investment results that achieve or exceed major market indices. Derivative instruments may be used in these 
funds in an attempt to hedge existing long and short positions in order to maximize returns and minimize 
risk. 
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The primary investment objective for the other equity securities is to achieve a higher than average rate of 
return relative to the level of risk assumed by pursuing trading strategies that are based primarily upon 
convertible hedging (based on equities, bonds, and related derivative instruments); directional, relative value 
and event-driven hedging; long/short debt and equity trading; and among others, risk arbitrage. 

Deferred compensation: The fair value of the deferred compensation liability is based on the fair value of its 
underlying investments which are included in the investment values described above, as the deferred 
compensation liability is fully funded. The deferred compensation liability is included in accrued payroll and 
related liabilities in the consolidated statements of financial position. 

Interest rate swap: The fair value of the interest rate swap is determined using pricing models developed 
based on the London Interbank Offered Rate (LIBOR) swap rate and other observable and unobservable 
market data. The value is determined after considering the potential impact of collateralization agreements 
and is adjusted to reflect the nonperformance risk of both the counterparty and MCW. 

The following tables present assets and liabilities that are measured at fair value on a recurring basis as of 
June 30, 2015 and 2014 (in thousands): 

June 30, 2015 Redemption Days
Level 1 Level 2 Level 3 Total frequency notice

Assets:
Cash and cash equivalents $ 93,327  —  —  93,327  Daily 1 day
Deposits with bond trustees 42  7,965  —  8,007  Daily 1 day
Investments:

Money market funds 8,016  —  —  8,016  Daily 1 day
Accrued investment income 172  196  —  368  Daily 1 day
U.S. government obligations —  66,916  —  66,916  Daily 1 day
State and municipal bonds —  25  —  25  Daily 1 day
Corporate bonds —  823  —  823  Daily 1 day
Asset- and mortgage-backed

securities —  5,031  —  5,031  Daily 1 day
Bond mutual funds 182,731  —  —  182,731  Daily 1 day
Equity mutual funds 183,808  —  —  183,808  Daily 1 day

Commingled bond funds:
Global bonds (a) —  83,362  —  83,362  Monthly 10 days
High yield bonds (b) —  —  52,791  52,791  Monthly 45 days

Subtotal —  83,362  52,791  136,153  
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June 30, 2015 Redemption Days
Level 1 Level 2 Level 3 Total frequency notice

Commingled equity funds:
U.S. equities (c) $ —  36,867  102,560  139,427  Daily, monthly,

quarterly 1-60 days
International equities (d) —  181,719  34,175  215,894  Monthly,

quarterly 5-90 days
Emerging markets (e) —  28,374  27,438  55,812  Monthly 10-30 days
Public/private equity (f) —  —  61,434  61,434  Annually 90 days

Subtotal —  246,960  225,607  472,567  

Equity securities 76,899  —  —  76,899  Daily 1 day

Other equity securities:
Real estate (g) —  —  143  143  —    —    
Equity long/short hedge

funds (h) —  55,508  145,057  200,565  Monthly,
quarterly 30-90 days

Multi-strategy funds (i) —  —  57,350  57,350  Quarterly,
annually 45-90 days

Private equity (j) —  —  7,029  7,029  —    —    
Private real assets (k) —  —  14,827  14,827  —    —    

Subtotal —  55,508  224,406  279,914  

Guaranteed investment
contracts (l) —  —  3,032  3,032  —    —    

Total investments 451,626  458,821  505,836  1,416,283  

Contributions receivable, net —  —  11,796  11,796  —    —    
Beneficial interest in charitable

trusts —  —  5,155  5,155  —    —    

Subtotal 544,995  466,786  522,787  1,534,568  

Disclosure only:
Student loans receivable, net —  18,559  —  18,559  —    —    

Total assets $ 544,995  485,345  522,787  1,553,127  

Liabilities:
Deferred compensation $ 2,060  —  3,032  5,092  —    —    
Interest rate swap —  —  14,934  14,934  —    —    

Subtotal 2,060  —  17,966  20,026  

Disclosure only:
Long-term debt —  212,530  —  212,530  —    —    

Total liabilities $ 2,060  212,530  17,966  232,556  
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There were no transfers between Level 1 and Level 2 for the years ended June 30, 2015 and 2014. 

June 30, 2014 Redemption Days
Level 1 Level 2 Level 3 Total frequency notice

Assets:
Cash and cash equivalents $ 99,832  —  —  99,832  Daily 1 day
Deposits with bond trustees 36  7,900  —  7,936  Daily 1 day
Investments:

Money market funds 9,415  —  —  9,415  Daily 1 day
Accrued investment income 149  232  —  381  Daily 1 day
U.S. government obligations —  63,105  —  63,105  Daily 1 day
State and municipal bonds —  25  —  25  Daily 1 day
Corporate bonds —  889  —  889  Daily 1 day
Asset- and mortgage-backed

securities —  5,650  —  5,650  Daily 1 day
Bond mutual funds 158,262  —  —  158,262  Daily 1 day
Equity mutual funds 249,225  —  —  249,225  Daily 1 day

Commingled bond funds:
Global bonds (a) —  81,180  —  81,180  Monthly 10 days
High yield bonds (b) —  —  98,683  98,683  Monthly 45 days

Subtotal —  81,180  98,683  179,863  

Commingled equity funds:
U.S. equities (c) $ —  33,818  95,433  129,251  Daily, monthly, 1-60 days

quarterly
International equities (d) —  123,920  41,305  165,225  Monthly 5-6 days
Emerging markets (e) —  29,947  25,333  55,280  Monthly 10-30 days
Public/private equity (f) —  —  24,220  24,220  Annually 90 days

Subtotal —  187,685  186,291  373,976  

Equity securities 47,547  —  —  47,547  Daily 1 day

Other equity securities:
Real estate (g) —  —  142  142  —    —    
Equity long/short hedge —  47,449  89,958  137,407  Monthly, 30-90 days

funds (h) quarterly
Multi-strategy funds (i) —  —  89,982  89,982  Quarterly, 45-90 days

annually
Private equity (j) —  —  4,456  4,456  —    —    
Private real assets (k) —  —  14,997  14,997  —    —    

Subtotal —  47,449  199,535  246,984  
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June 30, 2014 Redemption Days
Level 1 Level 2 Level 3 Total frequency notice

Guaranteed investment
contracts (l) $ —  —  3,581  3,581  —    —    

Total investments 464,598  386,215  488,090  1,338,903  

Contributions receivable, net —  —  11,908  11,908  —    —    
Beneficial interest in charitable

trusts —  —  5,302  5,302  —    —    

Subtotal 564,466  394,115  505,300  1,463,881  

Disclosure only:
Student loans receivable, net —  18,131  —  18,131  —    —    

Total assets $ 564,466  412,246  505,300  1,482,012  

Liabilities:
Deferred compensation $ 3,597  —  3,581  7,178  —    —    
Interest rate swap —  —  13,113  13,113  —    —    

Subtotal 3,597  —  16,694  20,291  

Disclosure only:
Long-term debt —  216,038  —  216,038  —    —    

Total liabilities $ 3,597  216,038  16,694  236,329  

 
(a) The global bonds class includes an investment in a bond fund that invests primarily in debt or debt-like 

securities. These debt or debt-like securities are primarily in U.S. or foreign governments or U.S. or 
foreign corporations. 

(b) The high yield bonds class includes an investment in a bond fund that invests in public and private 
issue debt securities that are generally rated below investment grade or deemed to be below investment 
grade by the fund. This diversified portfolio may include domestic and foreign corporate bonds, bank 
debt, convertible bonds, preferred stocks, and other financial instruments. 

(c) The U.S. equities class includes investments in collective investment trusts and limited partnerships 
that invest primarily in U.S. equity securities. 

(d) The international equities class includes investments in collective investment trusts, limited liability 
companies, and private limited companies that invest primarily in non-U.S. equity securities in 
developed markets. Investments representing approximately 10% and 8% of the value of the 
investments in this class as of June 30, 2015 and 2014, respectively, cannot be redeemed in the first 
12 to 36 months after acquisition due to manager restrictions. The remaining restriction period for 
these investments ranges from 12 to 36 at June 30, 2015 and 15 months at June 30, 2014. 

(e) The emerging markets equity class includes investments in limited liability companies or collective 
investment trusts that invest primarily in non-U.S. equity securities of companies operating in one or 
more global emerging markets. 
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(f) The public/private equity class includes investments in limited partnerships that invest in marketable 
securities and securities of privately held entities. One investment includes an investment in a private 
entity allocated to partners through the use of a private account. The portion of the investment 
attributed to the private account cannot be redeemed but instead is distributed as the underlying assets 
are liquidated.  The investments in this class have lock-up restrictions that range from 2 to 5 years.  
The remaining restriction period for these investments ranges from 18 to 54 months at June 30, 2015. 
There were no restrictions at June 30, 2014.  These investments have unfunded commitments of 
$10,000,000 and $5,200,000 at June 30, 2015 and 2014, respectively. 

(g) The real estate equity class includes a real estate fund that invests primarily in U.S. real estate mortgage 
loans. The fair value of the investment in this class has been estimated using the net asset value of 
MCW’s ownership interest in partners’ capital. These investments are not redeemable. Distributions 
from the fund will be received as the underlying investments are liquidated. It is estimated that the 
underlying assets of the fund will be liquidated over the next four years. 

(h) The equity long/short hedge funds class includes investments in hedge funds that invest both long and 
short, primarily in U.S. and non-U.S., equity securities. The funds may also invest a portion of their 
assets with managers specializing in strategies such as distressed debt, capital structure arbitrage, 
merger arbitrage, debt securities, stock warrants and rights, options, and swaps. Investments in this 
class cannot be redeemed in the first 12 to 36 months after acquisition due to manager restrictions. 
The remaining restriction period for these investments ranges from 0 to 34 months at June 30, 2015 
and from 12 to 36 months at June 30, 2014. 

(i) The multi-strategy funds class includes investments in hedge funds that utilize a multi-strategy, 
multi-manager approach. Investments representing approximately 75% of the value of the investments 
in this class as of June 30, 2015 offer quarterly redemptions.  Investments representing approximately 
22% of the value of the investments in this class as of June 30, 2015 are invested in a hedge fund that 
was closed at the discretion of the hedge fund manager.  Compulsory redemptions are expected as the 
underlying assets are liquidated. 

(j) The private equity class includes investments in limited partnerships that invest in private equity, 
venture capital, distressed investments, secured fixed rate or adjustable rate senior loans, unsecured 
fixed rate or adjustable rate loans, subordinated debt obligations, and equity securities primarily of 
U.S. and Canadian companies. These investments cannot be redeemed but instead are distributed as 
the underlying assets are liquidated. The remaining length of the investment terms for the partnerships 
ranges from 2 to 13 years. These investments have unfunded commitments of $16,873,000 and 
$5,924,000 as of June 30, 2015 and 2014, respectively. 

(k) The private real assets class includes investments in limited partnerships that invest in oil and gas 
properties, timberland and real estate, metals and mining, power plants and renewable energy sources, 
private equity, and distressed investments. These investments cannot be redeemed but instead are 
distributed as the underlying assets are liquidated. The remaining length of the investment terms for 
the partnerships ranges from 4 to 13 years. These investments have unfunded commitments of 
$6,576,000 and $8,239,000 as of June 30, 2015 and 2014, respectively. 
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(l) Guaranteed investment contracts with an insurance company are valued at the contract value, which 
represents the accumulated contributions and interest credited to the contracts, less any withdrawals. 
Contract value approximates fair value. 

The following tables present MCW’s activity for all Level 3 assets and liabilities measured at fair value on 
a recurring basis using significant unobservable inputs, as defined in ASC Topic 820 for the years ended 
June 30, 2015 and 2014 (in thousands): 

Beneficial 
Guaranteed interest in

Commingled Commingled Other equity investment Contributions charitable
bond funds equity funds securities contracts receivable, net trusts

Balance as of July 1, 2014 $ 98,683  186,291  199,535  3,581  11,908  5,302  
Purchases 6,555  58,456  104,409  —  —  —  
Sales (50,117) (33,020) (74,709) (549) —  —  
Net realized gain 8,609  7,883  1,806  —  —  —  
Net change in unrealized

appreciation (10,939) 5,997  (6,635) —  (112) (147) 
Transfers into Level 3 from

Level 2 —    —    —    —  —  —  
Transfers into Level 2 from

Level 3 —    —    —    —  —  —  

Balance as of June 30, 2015 $ 52,791    225,607    224,406    3,032    11,796    5,155    

The amount of total (losses) gains
for the period included in
changes in net assets attributable
to the change in unrealized gains
or losses relating to assets
still held as of June 30, 2015 $ (2,330)   13,880    (4,829)   —    1,821    —    

Liabilities
Interest rate Deferred

swap compensation

Balance as of July 1, 2014 $ 13,113  3,581  
Purchases —  —  
Sales —  (549) 
Net realized gain (loss) —  —  
Net change in unrealized

appreciation 1,821  —  
Transfers into Level 3 from

Level 2 —  —  
Transfers into Level 2 from

Level 3 —  —  

Balance as of June 30, 2015 $ 14,934    3,032    

Assets
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Beneficial 
Guaranteed interest in

Commingled Commingled Other equity investment Contributions charitable
bond funds equity funds securities contracts receivable, net trusts

Balance as of July 1, 2013 $ 53,388  154,029  120,619  3,619  9,338  4,885  
Purchases 57,657  20,492  68,387  —  —  —  
Sales (15,144) (19,086) (2,211) (38) —  —  
Net realized gain (loss) 1,937  3,382  (11) —  —  —  
Net change in unrealized

appreciation 845  27,474  12,751  —  2,570  417  
Transfers into Level 3 from

Level 2 —    —    —    —  —  —  
Transfers into Level 2 from

Level 3 —    —    —    —  —  —  

Balance as of June 30, 2014 $ 98,683    186,291    199,535    3,581    11,908    5,302    

The amount of total gains
for the period included in
changes in net assets attributable
to the change in unrealized gains
or losses relating to assets
still held as of June 30, 2014 $ 2,782    30,856    12,740    —    491    —    

Liabilities

Interest rate Deferred
swap compensation

Balance as of July 1, 2013 $ 12,622  3,619  
Purchases —  —  
Sales —  (38) 
Net realized gain (loss) —  —  
Net change in unrealized

appreciation 491  —  
Transfers into Level 3 from

Level 2 —  —  
Transfers into Level 2 from

Level 3 —  —  

Balance as of June 30, 2014 $ 13,113    3,581    

Assets

 

Transfers between Level 2 and Level 3 are caused by changes in liquidity of the investments, as the 
redemption lock-up restrictions for portions of the investments expire. MCW’s policy is to recognize 
transfers between levels at the end of the fiscal year. 

(6) Endowment Net Asset Classification 

MCW’s endowment is comprised of approximately 450 individual funds established for the following 
purposes: 

� Provide funding of activities that support the missions of instruction, research, patient care and 
community engagement 
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� Provide a revenue source for endowed purposes such as scholarships, student loans, professorships, 
and program enhancements 

� Provide a revenue source for capital requirements 

� Provide a revenue source for initiatives of the Advancing a Healthier Wisconsin Program 

� Provide a revenue source for programs, activities, contingencies and other purposes as the Board of 
Trustees may consider appropriate 

The endowment includes both donor-restricted endowment funds and funds designated by the Board of 
Trustees to function as endowments. As required by U.S. GAAP, net assets associated with endowment 
funds, including funds designated by the Board of Trustees to function as endowments, are classified and 
reported based on the existence or absence of donor-imposed restrictions. 

(a) Interpretation of Relevant Law 

The Board of Trustees of MCW has interpreted the Wisconsin enacted version of Uniform Prudent 
Management of Institutional Funds Act (UPMIFA) as allowing MCW to appropriate for expenditure 
or accumulate so much of an endowment fund as MCW determines is prudent for the uses, benefits, 
purposes and duration for which the endowment fund is established, subject to the intent of the donor 
as expressed in the gift instrument. Unless stated otherwise in the gift instrument, the assets in an 
endowment fund shall be donor-restricted assets until appropriated for expenditure in accordance with 
the MCW Endowment Fund Spending Policy adopted by the Board of Trustees. As a result of this 
interpretation, MCW has not changed the way permanently restricted net assets are classified. See 
note 2(a) for further information on net asset classification. The remaining portion of the 
donor-restricted endowment fund that is not classified in permanently restricted net assets is classified 
as temporarily restricted net assets until those amounts are appropriated for expenditure by MCW in a 
manner consistent with the standard of prudence prescribed by UPMIFA. 

In accordance with UPMIFA, MCW considers the following factors in making a determination to 
appropriate or accumulate donor-restricted endowment funds: a) the duration and preservation of the 
funds; b) the purposes of MCW and the donor-restricted endowment funds; c) general economic 
conditions; d) the possible effect of inflation and deflation; e) the expected total return from income 
and the appreciation of investments; f) other resources of MCW; and g) the investment policy of MCW. 

(b) Return Objectives and Risk Parameters 

MCW has adopted investment and spending policies for endowment assets with the objective of 
appropriating as much of the net appreciation as is prudent and consistent with overall investment 
objectives, while protecting the original gift value of the endowment assets. Under the investment 
policy approved by the Board of Trustees, the long-term investment objective for the endowment 
assets is to earn on average a real (inflation adjusted) annual rate of return and to provide a return for 
appropriation of not less than the total annual appropriation rate under the endowment fund spending 
policy. 
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The investment goal of MCW is to preserve the purchasing power of its investments, while providing 
a level of investment return and liquidity that funds its purposes within a reasonable and prudent level 
of risk. 

(c) Strategies Employed for Achieving Objectives 

MCW seeks to define its investment policy through control of asset mix and measurement of results 
utilizing widely recognized market benchmarks. Investment decisions are made with a long-term time 
horizon. The investment portfolio is well diversified among fixed income instruments, domestic and 
international equities, and other equity securities. 

(d) Spending Policy and How Investment Objectives Relate to Spending Policy 

The Board of Trustees approved an endowment fund spending policy in which the spendable income 
from pooled endowment investments is based on the total return concept. With the total return concept, 
spendable income is supported by the net appreciation of the endowment investments. 

Effective July 1, 2012, the Board of Trustees amended the spending policy to consider the funds 
appropriated for expenditure when the spendable income is expended for the use and purpose for which 
the fund was established. 

The spendable income rate is calculated as the product of the quarterly appropriation rate and the 
market value of the endowment investments. The quarterly appropriation rate is calculated as 
one-quarter of the current spending rate of 4.50%, applied to the average market value per share for 
the preceding twenty quarters as of the end of the quarter ending three months prior to the beginning 
of the present quarter. The quarterly appropriation rate cannot exceed the maximum spending rate of 
5.25% calculated as an effective rate based on the endowment fund market value at the beginning of 
the present quarter. This spending policy is consistent with MCW’s investment objective to earn a real 
rate of return to provide for an appropriation of net appreciation that is prudent, while protecting the 
original gift value of the endowment assets. 

(e) Net Asset Composition by Type of Fund 

Composition of endowment by net asset class (excluding pledges receivable) as of June 30, 2015 and 
2014 in total and by type is summarized below (in thousands): 

June 30, 2015
Temporarily Permanently

Unrestricted restricted restricted Total

Donor-restricted endowments:
Advancing a Healthier

Wisconsin $ —    146,587   288,689   435,276   
Other endowments —    47,054   84,334   131,388   

Endowments designated by
the Board of Trustees 211,212   —    —    211,212   

Total $ 211,212   193,641   373,023   777,876   

 



THE MEDICAL COLLEGE OF WISCONSIN, INC. 

Notes to Consolidated Financial Statements 

June 30, 2015 and 2014 
 

                                                                                       30                                                                      (Continued) 

June 30, 2014
Temporarily Permanently

Unrestricted restricted restricted Total

Donor-restricted endowments:
Advancing a Healthier

Wisconsin $ —    151,527   288,689   440,216   
Other endowments —    46,355   79,463   125,818   

Endowments designated by
the Board of Trustees 182,233   —    —    182,233   

Total $ 182,233   197,882   368,152   748,267   

 

(f) Changes in Endowment Net Assets 

Reconciliations of the beginning and ending balances of endowments by net asset class for the years 
ended June 30, 2015 and 2014 are as follows (in thousands): 

Unrestricted
Temporarily 

restricted
Permanently 

restricted Total
Investment income $ 2,046   6,712   32   8,790   
Realized gain on investments 7,217   21,177   45   28,439   
Unrealized loss on

investments (4,121)  (12,837)  (27)  (16,985)  
Total investment

return 5,142   15,052   50   20,244   

Contributions 27,796   —    4,868   32,664   
Expenditures (3,959)  (19,293)  (47)  (23,299)  

Total change in 
endowments 28,979   (4,241)  4,871   29,609   

Net assets, beginning of year 182,233   197,882   368,152   748,267   

Net assets, end of year $ 211,212   193,641   373,023   777,876   

Year ended June 30, 2015
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Unrestricted
Temporarily 

restricted
Permanently 

restricted Total
Investment income $ 1,808   8,680   37   10,525   
Realized gain on investments 4,669   16,194   35   20,898   
Unrealized gain on

investments 11,793   56,398   121   68,312   
Total investment

return 18,270   81,272   193   99,735   

Contributions 69,239   —    3,120   72,359   
Expenditures (2,554)  (18,938)  (40)  (21,532)  

Total change in 
endowments 84,955   62,334   3,273   150,562   

Net assets, beginning of year 97,278   135,548   364,879   597,705   
Net assets, end of year $ 182,233   197,882   368,152   748,267   

Year ended June 30, 2014

 
(g) Endowments with Fair Value Less Than Original Gift Value 

Periodically, the fair value of assets associated with individual donor-restricted endowment funds may 
fall below the level that the donor or the Board of Trustees (pursuant to UPMIFA) requires MCW to 
retain to preserve the fair value of the original gift in perpetuity. In accordance with U.S. GAAP, 
deficiencies of this nature are reported in unrestricted net assets, and for MCW, such deficiencies are 
$23,000 and $0 as of June 30, 2015 and 2014, respectively. These deficiencies resulted from 
unfavorable market fluctuations. As deemed prudent by the Board of Trustees, MCW continued to 
appropriate returns for expenditure in accordance with the endowment fund spending policy in support 
of the purposes and programs of the endowment. 

(7) Patient Services Revenue and Patient Accounts Receivable, Net 

Net patient services revenue, net of contractual allowances and discounts (before the provision for bad debts 
and eliminations), is recognized in the period from these major payor sources (in thousands): 

2015 2014

Commercial/managed care $ 239,993   224,378   
Self-pay 43,488   53,419   
Medicaid 27,221   28,604   
Medicare 51,862   47,644   
Other 19,920   17,602   

Net patient services revenue $ 382,484   371,647   
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MCW grants credit without collateral to its patients, most of who are local residents and are insured under 
third-party payor agreements. The mix of receivables from patients and third-party payors at June 30, 2015 
and 2014 is as follows (in thousands): 

2015 2014

Commercial/managed care $ 25,906   26,163   
Self-pay 16,079   20,325   
Medicaid 2,625   3,699   
Medicare 5,602   5,217   
Other 2,007   1,610   

Patient accounts receivable 52,219   57,014   

Allowance for doubtful accounts 8,013   10,831   
Patient accounts receivable, net $ 44,206   46,183   

 

The contractual maturity of these trade accounts receivables is less than one year. MCW considers the patient 
accounts receivable, net of contractual allowances, which are insured under third-party payor agreements, to 
be fully collectable. No allowance for doubtful accounts has been established for these accounts receivable. 
An allowance for doubtful accounts for all self-pay patient accounts receivable (which includes co-payments 
and deductibles for patients with insurance) is established based upon a monthly review of the collectability 
of the underlying self-pay patient accounts receivable utilizing the self-pay patient accounts receivable aging 
and the historical loss rates on self-pay patient accounts receivable. The allowance represents management’s 
estimate of the amount of self-pay patient accounts receivable balances for which a loss is probable. Actual 
losses are charged against the allowance. The allowance for doubtful accounts is increased through charges 
to expense and recoveries of patient accounts receivable previously charged to the allowance. 

The allowance for doubtful accounts for self-pay patient accounts receivable decreased from 53.3% of 
self-pay accounts receivable at June 30, 2014 to 49.8% of self-pay accounts receivable at June 30, 2015. 
Actual losses from uncollectible self-pay patient accounts receivable were $18,655,000 and $31,201,000 for 
the years ended June 30, 2015 and 2014, respectively. 

(8) Other Accounts Receivable, Net 

Other accounts receivable at June 30, 2015 and 2014 consist of the following (in thousands): 

2015 2014

Affiliated hospitals $ 12,012   11,572   
Other 13,825   13,735   

Other accounts receivable 25,837   25,307   

Allowance for doubtful accounts 653   124   
Other accounts receivable, net $ 25,184   25,183   
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MCW has affiliations with a number of hospitals in which MCW faculty and staff physicians provide clinical 
management services, graduate medical education and other program services. In consideration for these 
services, the affiliated hospitals compensate MCW for salary and fringe benefit costs on a monthly basis. 

The contractual maturity of these trade accounts receivables is less than one year. An allowance for doubtful 
accounts for affiliate and other accounts receivable is established based upon an annual review of the 
collectability of the underlying accounts receivable utilizing the accounts receivable aging and the historical 
loss rates on affiliates and other accounts receivable. 

(9) Grants and Contracts Receivable, Net 

Grants and contracts receivable at June 30, 2015 and 2014 consist of the following (in thousands): 

2015 2014

Grants and contracts $ 20,645   19,319   
Allowance for doubtful accounts 184   106   

Grants and contracts receivable, net $ 20,461   19,213   
 

The contractual maturity of these trade accounts receivables is less than one year. An allowance for doubtful 
accounts for grants and contracts receivable is established based upon an annual review of the collectability 
of the underlying receivables utilizing the grants and contracts receivable aging and the historical loss rates 
on grants and contracts receivable. 

Unexpended research and training awards committed to MCW by federal sponsoring agencies were 
approximately $73,105,000 and $77,209,000 at June 30, 2015 and 2014, respectively; other committed 
awards were approximately $11,772,000 and $9,521,000 at June 30, 2015 and 2014, respectively. These 
awards are not recognized as assets, but will be recognized as revenue as expenses are incurred by MCW in 
accordance with the related agreements. 

(10) Contributions Receivable, Net 

Net contributions receivable consists primarily of donor pledges and is summarized as follows at June 30, 
2015 and 2014 (in thousands): 

2015 2014

Total contributions receivable $ 12,675   12,465   
Allowance for uncollectible contributions 585   313   
Adjustment to present value 294   244   

Contributions receivable, net $ 11,796   11,908   
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The discount rates used to adjust the contributions receivable to present value range from 0.11% to 5.14% at 
June 30, 2015 and 2014. Contributions receivable at June 30, 2015 are expected to be collected in future 
fiscal years as follows (in thousands): 

2016 $ 6,430   
2017 2,220   
2018 1,909   
2019 1,319   
2020 592   
2021 and beyond 205   

Total $ 12,675   
 

(11) Student Loans Receivable, Net 

Student loans receivable at June 30, 2015 and 2014 consist of the following loan funds (in thousands): 

2015 2014

Federal Primary Care Loan Program $ 4,867   4,821   
Federal Perkins Loan Program 6,960   6,737   
MCW loans 6,962   6,810   

Students loans receivable 18,789   18,368   

Allowance for loan loss 230   237   
Student loans receivable, net $ 18,559   18,131   

 

Although there are multiple funding sources for student loans, MCW’s student loans receivable is generated 
through the extension of credit to students to fund educational costs, and therefore, all such loans receivable 
are considered part of the same portfolio. Student loans receivable are initially measured at cost, which 
approximates fair value, and MCW assesses and monitors risk and performance of the entire portfolio. 

An allowance for loan loss in student loans receivable is established based upon an annual review of the 
collectability of the underlying student loans utilizing the loans receivable aging and the historical loss rates 
on loans. The allowance represents management’s estimate of the amount of student loans receivable for 
which a loss is probable. Write-offs of actual losses are charged against the allowance. The allowance for 
loan loss is increased through charges to expense (provision) and recoveries of loans previously charged to 
the allowance. 
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The activity in the allowance for loan loss and recorded student loans receivable for the years ended June 30, 
2015 and 2014 is as follows (in thousands): 

2015 2014

Allowance for loan loss: 
Beginning balance $ 237   208   

Write-offs (9)  —    
Recoveries —    —    
Provision 2   29   

Ending balance 230   237   

Ending balance individually evaluated for impairment 183   86   
Ending balance collectively evaluated for impairment $ 47   151   

Student loans receivable:

Ending balance $ 18,789   18,368   

Ending balance individually evaluated for impairment 224   174   
Ending balance collectively evaluated for impairment $ 18,565   18,194   

 

The credit risk profiles of the student loans receivable are based on payment activity as of June 30, 2015 and 
2014 using the Department of Education reporting standards for the Perkins Loan program. Loans are 
considered nonperforming if they are more than 2 years past due and there has been no activity in the past 6 
months. The following table details the credit risk profiles (in thousands): 

2015 2014

Student loans receivable:
Performing $ 18,565   18,194   
Nonperforming 224   174   

Total student loans receivable $ 18,789   18,368   
 

The following table provides an analysis of the aging of the past due student loans receivable less accrued 
interest as of June 30, 2015 and 2014 (in thousands): 

< 270 270 Days -
Days 2 Years 2-5 Years > 5 Years Total

past due past due past due past due past due Current

June 30, 2015 589  190  82  141  1,002  17,450  
June 30, 2014 845  246  30  145  1,266  16,799  

 

The recorded investment in student loans receivable for which an impairment has been recognized at June 30, 
2015 and 2014 is $1,002,000 and $1,266,000, respectively. The related allowance for loan loss at June 30, 
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2015 and 2014 is $230,000 and $237,000, respectively. The average recorded investment in impaired student 
loans receivable during fiscal years 2015 and 2014 is $1,134,000 and $1,149,000, respectively. Interest 
income recognized on student loans receivable is $441,000 and $431,000 during fiscal years 2015 and 2014, 
respectively. For the years ended June 30, 2015 and 2014, there are no sales of student loans receivable. 

(12) Land, Buildings, and Equipment 

Land, buildings, and equipment is comprised of the following at June 30, 2015 and 2014 (in thousands): 

2015 2014

Land, buildings, and improvements $ 305,218   300,152   
Equipment and furnishings 223,528   217,639   
Library books 951   950   
Construction in progress 4,062   5,456   

533,759   524,197   

Accumulated depreciation 335,756   317,335   
Land, buildings, and equipment, net $ 198,003   206,862   

 

MCW is a party to construction contracts that exist for various building renovation and grounds improvement 
projects. As of June 30, 2015, MCW’s outstanding commitment on these contracts approximates $1,183,000. 

(13) Leases 

During 2013, MCW entered into a capital lease for the purchase of equipment that expires on August 20, 
2015. At June 30, 2015, the gross amount of equipment and related accumulated amortization recorded under 
the capital lease was $1,083,000 and $223,000, respectively. Amortization of the asset held under the capital 
lease is recorded in depreciation expense. 

MCW leases land and buildings for clinical, educational, and administrative purposes under operating leases. 
Rent expense is $20,984,000 and $19,415,000 in 2015 and 2014, respectively. 
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Future minimum lease payments under capital leases and operating leases that have initial noncancelable 
terms in excess of one year at June 30, 2015 are as follows (in thousands): 

Capital Operating
lease leases

2016 $ 31   13,919   
2017 —    12,491   
2018 —    11,185   
2019 —    9,684   
2020 —    9,077   
2021 and beyond 39,268   

Total minimal lease payments $ 31   $ 95,624   
 

MCW also is a lessor of buildings for clinical and educational purposes under operating leases. Rental 
income is $2,846,000 and $2,838,000 in 2015 and 2014, respectively. 

Future minimum rental income under leases that have initial noncancelable terms in excess of one year at 
June 30, 2015 is as follows (in thousands): 

2016 $ 1,520   
2017 1,520   
2018 1,520   
2019 1,520   
2020 1,520   
2021 and beyond 7,591   

Total $ 15,191   
 

MCW entered into a land lease agreement with Milwaukee County on September 13, 1974 for 7.47845 acres 
of land in the City of Wauwatosa. The lease term is 100 years. The initial rental payment of $50 for the 
period of May 1, 1975 to April 30, 2025 was paid in advance. On May 1, 2025, the rental payment will 
increase to a mutually agreed-upon amount or 10% of the fair market value of the land. The resulting rental 
payment will be due monthly, in advance, until April 30, 2075. Additional buildings and building 
improvements may be constructed by MCW on the land. The lease has been subsequently modified and 
currently provides 17.0008 acres. 

MCW entered into a second land lease agreement with Milwaukee County on November 11, 2004 for 
15.6792 acres of land in the City of Wauwatosa. The lease term is 70 years and 6 months. The initial rental 
payment was approximately $88,000 for the period November 1, 2004 to October 31, 2005, and the rent 
escalates at 1.5% per year through April 30, 2025. As of May 1, 2025, the base rent shall be adjusted by a 
current market rent adjustment determined by Milwaukee County or by a defined appraisal process. The land 
shall be used for facilities that support the operation of a comprehensive educational and research facility, 
including a parking facility. The lease has a single 50-year renewal option. 
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Rental expense for leases with scheduled fixed or determinable rent increases in future years are accounted 
for on an accrual basis. 

(14) Professional Liability Insurance Program 

MCW is required to participate in the Injured Patients and Families Compensation Fund of the State of 
Wisconsin (the Fund). MCW is also required to maintain insurance for claim losses up to $1,000,000 per 
claim for each physician and $3,000,000 in the aggregate per year for each physician for professional liability 
claims. Losses with respect to malpractice risks in excess of these amounts are covered by the Fund. 

MCW established a trust, The Medical College of Wisconsin, Inc. Professional Liability Insurance Program 
(the Program), to cover malpractice claims below the levels covered by the Fund. Actuarially determined 
amounts are contributed to the Program to provide for the estimated cost of self-insured claims and meet 
State of Wisconsin requirements. The Program’s independent actuary has estimated the unpaid claims 
liability of the Program, including claims handling and legal expenses. 

During fiscal years 2015 and 2014, MCW made contributions to the Program in the amounts of $999,000 
and $1,496,000, respectively. The Program has net assets of approximately $4,700,000 and $4,523,000 as of 
June 30, 2015 and 2014, respectively. 

Investments held in trust for the professional liability program, as reported in investments at fair value, are 
approximately $20,294,000 and $20,345,000 as of June 30, 2015 and 2014, respectively. 
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(15) Long-Term Debt 

Long-term debt consists of the following at June 30, 2015 and 2014 (in thousands): 

2015 2014
Tax-exempt fixed rate WHEFA Revenue Bonds Series

2004 A, refunded in 2015 using proceeds from the
tax-exempt WHEFA Revenue Bonds Series 2014 A. $ —    $ 19,810   

Tax-exempt fixed rate WHEFA Revenue Bonds
Series 2008 A, with mandatory sinking fund serial bond
maturities due annually through 2021 and term bond
maturities due in 2029 and 2036. The effective interest rate
is 5.05% at June 30, 2014. Interest is payable semiannually. 78,035   79,030   

Tax-exempt variable rate WHEFA Revenue Bonds
Series 2008 B, with mandatory sinking fund serial bond
maturities due annually 2025 through 2034. Interest is
payable monthly at rates reset on a weekly
basis (0.06% at June 30, 2015). 67,500   67,500   

Tax-exempt fixed rate WHEFA Revenue Bonds Series 2010,
with mandatory sinking fund serial bond maturities due
annually through 2021.  The term bond maturity due in
2027 was advance refunded in 2015 using proceeds from 
the tax-exempt WHEFA Revenue Bonds Series 2014 B.
The effective interest rate is 4.85% at June 30, 2015.
Interest is payable semiannually. 9,585   23,980   

Tax-exempt fixed rate WHEFA Revenue Bonds
Series 2014 A, with principal payments due annually
through 2025. Interest is payable monthly at 2.21%. 18,450   —    

Tax-exempt fixed rate WHEFA Revenue Bonds
Series 2014 B, with principal payments due annually
through 2027. Interest is payable monthly at 2.36%. 13,930   —    

Taxable variable rate term loan, with principal payments due
annually through 2021.  Interest is payable monthly at
rates reset on a monthly basis (0.93% at June 30, 2015). 13,005   16,000   

Taxable variable rate revolving loan, due November 2018.
Interest is payable monthly at rates reset on a monthly 
basis (0.73% at June 30, 2015). 2,832   1,506   
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2015 2014
Notes payable, with simple interest at 8% per annum. The

notes are payable from net revenues of the Office of
Technology Development Division of Marketing and
Licensing prior to March 1, 2016 and from a specified,
declining percentage of gross revenues thereafter. All
repayment rights expire on March 1, 2021. 1,495   1,495   

Total long-term debt before unamortized
premium and discount 204,832   209,321   

Unamortized premium on Series 2004 A —    569   
Unamortized premium on Series 2010 730   1,165   
Unamortized discount and premium (net) on Series 2008 A (2,304)  (2,418)  

Total long-term debt $ 203,258   208,637   

 

The revenue bonds, taxable loans and related credit agreements were issued under the Master Trust Indenture 
and are collateralized by a pledge of certain revenues of MCW, as well as by certain of its land, building, 
and equipment. The borrowing agreements contain continuing disclosure requirements and various 
covenants and restrictions, including a requirement that MCW maintain a minimum debt service coverage 
ratio, a minimum number of days of unrestricted cash on hand, and a maximum debt to capitalization ratio.   

The aggregate scheduled maturities of long-term debt for each of the five years subsequent to June 30, 2015 
and thereafter are as follows (in thousands): 

2016 $ 7,770   
2017 8,030   
2018 8,320   
2019 11,467   
2020 8,950   
2021 and beyond 160,295   

Total $ 204,832   
 

All or part of the Series  2008 A, 2008 B,  2014 A and 2014 B bonds may be redeemed at par plus accrued 
and unpaid interest, if any, to the date of redemption, as set forth below: 

� The Series 2008 A bonds maturing on or after December 1, 2019 may be redeemed beginning on 
December 1, 2018. 

� The Series 2008 B bonds are continuously callable. 

� The Series 2014 A bonds may be redeemed beginning on December 17, 2016, subject to prepayment 
premium provisions. 
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� A portion of the Series 2014 B bonds up to $6,000,000 may be redeemed at any time.  The remaining 
Series 2014 B bonds may be redeemed beginning on December 17, 2016, subject to prepayment 
premium provisions. 

The fair value estimates of MCW’s long-term debt are $212,530,000 and $216,038,000 at June 30, 2015 and 
2014, respectively, and the carrying values are $203,258,000 and $208,637,000 at June 30, 2015 and 2014, 
respectively, in the consolidated statements of financial position. In accordance with 
FASB ASU No. 2009-05, Measuring Liabilities at Fair Value, the fair value estimates are based on quoted 
prices for the bonds when traded as assets. 

(a) WHEFA Revenue Bond Series 2004 

The Series 2004 A, B1, and B2 bonds, totaling $120,185,000, were issued on November 17, 2004 to 
refund the Series 1993 bonds, to fund recently completed capital projects and to acquire construction 
funds for a Biomedical Research Facility, certain additional capital projects, and a parking structure. 
The Series 2004 B1 and B2 bonds were refunded by the WHEFA Revenue Bond Series 2008.  The 
Series 2004 A bonds were refunded by the WHEFA Revenue Bond Series 2014 A. 

(b) WHEFA Revenue Bond Series 2008 

The Series 2008 A bonds, totaling $83,400,000, were issued on July 30, 2008 to refund the Series 2004 
B1 bonds, to fund the construction of research capital projects at the Biomedical Research Facility and 
certain additional capital projects, and to fund a debt service reserve fund. At June 30, 2015, the 
balance of the debt service reserve fund is $7,995,000. The Series 2008 B bonds, totaling $67,500,000, 
were issued on September 4, 2008 to refund the outstanding Series 2004 B2 bonds. 

Concurrent with the issuance of the Series 2008 B bonds, MCW entered into a Credit Agreement with 
a financial institution under which the financial institution issued a renewable direct pay letter of credit. 
On September 1, 2013, the Credit Agreement was amended to extend the expiration date of the letter 
of credit to September 15, 2018. The $68,277,000 letter of credit is available to secure the Series 2008 
B bonds and to make payments (liquidity advances) in the event that any Series 2008 B bonds are 
subject to an optional or mandatory tender and are not remarketed. A mandatory tender would occur 
if the letter of credit is not renewed or replaced by the second business day prior to its expiration date. 
If any liquidity advances are drawn, the outstanding advances will automatically convert to a term 
loan. Payments of outstanding principal and interest under the term loan would be due in monthly 
installments, commencing on the first business day of the month after the conversion. The outstanding 
principal balance of any such term loan would bear interest at the LIBOR rate plus 250 basis points or 
at the financial institution’s prime rate plus 100 basis points, as selected by MCW. The unpaid principal 
and accrued interest on the term loan would be due three years after the date of the initial liquidity 
advance. As of June 30, 2015, there were no outstanding liquidity advances or term loans under the 
Credit Agreement. 

(c) WHEFA Revenue Bond Series 2010 

The Series 2010 bonds, totaling $27,745,000, were issued on November 24, 2010 to refund the 
WHEFA Revenue Bond Series 1996 and Series 1997 bonds, which had been issued to fund the 
construction and equipping of a health research center, an obstetrical unit, a medical office building 
and certain other capital projects.  The Series 2010 term bond maturing on December 1, 2026 was 
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advance-refunded by the WHEFA Revenue Bond Series 2014 B. Approximately $13,744,000 of the 
net proceeds from the sale of the Series 2014 B bonds were placed in an irrevocable trust with an 
escrow agent to provide for all the future debt service payments on the refunded term bond through 
December 1, 2015. As a result, the Series 2010 term bond is considered to be legally defeased and the 
liability for this bond was derecognized. 

(d) WHEFA Revenue Bond Series 2014 

The Series 2014 A bonds, totaling $18,450,000, were issued on December 16, 2014 to refund the 
WHEFA Revenue Bond Series 2004 A. The Series 2014 B bonds, totaling $13,930,000, were issued 
on December 16, 2014 to advance refund the WHEFA Revenue Bond Series 2010 term bond. The 
Series 2014 A and 2014 B bonds were issued as private placements with a financial institution.   

(e) Taxable Loans 

On November 1, 2013, MCW entered into a Loan Agreement with a financial institution under which 
a taxable term loan and a taxable revolving loan were made to MCW by the financial institution. The 
term loan is for $16,000,000 and was used to redeem the Series 1990 B bonds and to finance 
technology-related capital expenditures. The revolving loan is for $20,000,000 and is to be used for 
working capital expenditures for the Community Medical Education Program. 

(f) Derivative Instruments 

Variable interest rate debt obligations expose MCW to variability in interest payments due to changes 
in interest rates. Management believes that it is prudent to limit the variability of a portion of its interest 
payments. To meet this objective, management utilizes an interest rate swap agreement to manage 
fluctuations in cash flows resulting from interest rate risk. The interest rate swap changes the variable 
rate cash flow exposure on the debt obligations to fixed cash flows. Under the terms of the interest rate 
swap, MCW receives variable interest rate payments and makes fixed interest rate payments monthly 
to the counterparty, thereby creating the equivalent of fixed rate debt. The net difference between the 
amounts received from and paid to the counterparty is recorded as interest expense. 

MCW entered into an interest rate swap agreement for the Series 2004 variable rate debt in 
October 2004. Effective September 15, 2008, MCW revised the original interest rate swap agreement 
to conform with the principal amount and amortization schedule of the Series 2008 B bonds. The 
revised interest rate swap agreement has a notional amount of $67,500,000, a fixed payment rate of 
3.558%, and a variable counterparty payment of 68% of the 30-day LIBOR. Consistent with the reset 
schedule of the 2008 B bonds, the interest rate swap has a weekly reset with monthly payments due to 
or from MCW on the first business day of the month. The revised interest rate swap agreement expires 
December 1, 2033. The provisions set forth in the interest rate swap agreement require MCW to 
provide investment securities as collateral if the interest rate swap market value falls below a specified 
threshold. Investment securities with a fair value of $4,914,000 and $3,826,000 were provided as 
collateral as of June 30, 2015 and 2014, respectively. 

By using derivative financial instruments to hedge exposure to changes in interest rates, MCW exposes 
itself to nonperformance risk and market risk. Nonperformance risk refers to the risk that the obligation 
will not be fulfilled. Credit risk, a measure of nonperformance risk, is the failure of the counterparty 
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to perform under the terms of the derivative contract. When the fair value of a derivative contract is 
positive, the counterparty owes MCW, which creates credit risk for MCW. When the fair value of a 
derivative contract is negative, MCW owes the counterparty, and therefore, it does not possess credit 
risk. MCW minimized the credit risk in derivative instruments by entering into a transaction with a 
high-quality counterparty. Market risk is the adverse effect on the value of a financial instrument that 
results from a change in interest rates. The market risk associated with the interest rate swap agreement 
is managed by limiting the types and degree of market risk that may be undertaken. 

(16) Net Assets 

Certain net assets are designated for specific purposes by the Board of Trustees of MCW; however the net 
assets remain unrestricted and can be used for any institutional purposes by MCW. The designations at 
June 30, 2015 and 2014 are as follows (in thousands): 

2015 2014

Investment in land, buildings, and equipment $ (38,472)  (31,378)  
Designated for investment as endowment funds 211,212   182,233   
Designated for the Professional Liability Insurance Program 4,700   4,523   
Undesignated 674,900   631,841   

$ 852,340   787,219   

 

The investment in land, buildings, and equipment is negative at June 30, 2015 due to the related long-term 
debt, which includes an interest rate swap, and exceeds the net book value of the land, buildings and 
equipment. The unrealized loss on the swap is $14,935,000 at June 30, 2015. 

Donor restrictions of temporarily restricted net assets at June 30, 2015 and 2014 are as follows (in thousands): 

2015 2014

Advancing a Healthier Wisconsin spendable income funds $ 146,587   151,527   
Temporarily restricted endowment funds 47,054   46,355   
State of Wisconsin construction grant 27,578   27,277   
Implied time restrictions on contribution pledges 8,552   6,324   
Charitable gifts restricted by time and/or purpose 1,540   1,527   
Scholarships 183   182   
Land, buildings, and equipment 1,262   175   

$ 232,756   233,367   
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Donor restrictions of permanently restricted net assets at June 30, 2015 and 2014 are as follows 
(in thousands): 

2015 2014

Advancing a Healthier Wisconsin endowed funds $ 288,689   288,689   
Perpetual endowment funds 84,334   79,463   
Student loans 8,218   7,985   
Charitable gifts restricted by time and/or purpose 4,540   4,727   
Pledges receivable 3,169   4,153   

$ 388,950   385,017   

 

(a) Advancing a Healthier Wisconsin 

In March 2004, MCW received marketable securities from The Wisconsin United for Health 
Foundation, Inc. (WUHF) having an original fair value of approximately $303,347,000. In December 
2007, WUHF distributed additional marketable securities to MCW having an original fair value of 
$15,229,000.  These assets are referred to as Advancing a Healthier Wisconsin (AHW) funds and are 
classified as permanently restricted funds.   The funds are proceeds of the conversion of Blue Cross 
and Blue Shield United of Wisconsin (BCBSUW) from a nonprofit company to a for-profit stock 
company, as approved by the Wisconsin Commissioner of Insurance in the Findings of Fact, 
Conclusions of Law, and Order (the Order) issued March 28, 2000. The funds are under the oversight 
of the MCW Consortium on Public and Community Health, Inc. (the MCW Consortium) and are 
restricted pursuant to terms of a grant agreement between WUHF and MCW. MCW is entitled to 
appoint eight of the nine board members of the MCW Consortium (four of whom shall represent 
MCW). 

Pursuant to the grant agreement, AHW dedicates 65% of the spendable funds for research and 
education initiatives and 35% for community initiatives. The AHW funding allocation remains unless 
it is changed by the affirmative vote of two-thirds of the MCW Consortium. The MCW Consortium 
evaluates the allocation percentages as part of its annual review process. The funds cannot be used to 
supplant support otherwise available, expended directly or indirectly for land or buildings, or 
committed as collateral without the approval of two-thirds of all members of the MCW Consortium. 

(b) State of Wisconsin Construction and Equipment Grants 

On November 17, 2004, the Wisconsin State Building Commission approved the release of a 
$25,000,000 grant to MCW to aid in the construction of a Biomedical Research Facility. On March 31, 
2005, MCW entered into a Grant and Land Use Restriction Agreement with the State of Wisconsin 
Department of Administration to formalize the terms for receipt of these funds. The grant agreement 
provided support for 28.4% of the eligible construction expenses for the facility, conditioned upon 
receipt of a requisition documenting that such expenditures had been incurred. As of June 30, 2007, 
MCW had recognized a temporarily restricted contribution for the entire $25,000,000 related to the 
construction grant. The Biomedical Research Facility was placed into service during fiscal year 2007, 
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and MCW began releasing the restriction on the contribution over the 40-year estimated life of the 
facility. As of June 30, 2015, $19,826,000 remains temporarily restricted. 

The Grant and Land Use Restriction Agreement places a restriction on the facility, requiring that it be 
continuously used as a research and medical education center to conduct biomedical research, create 
new technologies, train students in the substance and methodology of biomedical research, and provide 
support to individuals and organizations in the state who are engaged in biomedical research and 
technological innovation consistent with the tax-exempt charitable missions of MCW. MCW has a 
potential future liability to repay the funds if the facility should cease to be used for its required 
purpose. Currently, it is not probable that this circumstance will occur, and a liability is not recorded. 

On November 9, 2010, MCW entered into an Amendment to the 2005 Grant and Land Use Restriction 
Agreement that authorizes an additional $10,000,000 to support the construction and installation of 
biomedical research magnetic resonance imaging (MRI) equipment at MCW, under terms and 
conditions similar to the original agreement. During the year ended June 30, 2015, MCW recognized 
a temporarily restricted contribution of $2,247,000 related to this grant. Portions of the project were 
completed and placed into service starting in fiscal year 2012, and MCW began releasing the restriction 
on the contribution over the estimated life of the related assets. As of June 30, 2015, $7,771,000 
remains temporarily restricted. 

(17) Employee Benefit Plans 

MCW sponsors a Section 403(b) defined contribution retirement Plan (the Plan). Employees are eligible to 
voluntarily participate in the Plan immediately upon hire. Voluntary contributions are made solely through 
participant payroll withholdings (up to the IRS annual limit) and are not matched by MCW. Upon completing 
two years of services and attaining the age of 21 participants must contribute at least 6% of their pretax 
annual compensation (mandatory participation), and can voluntarily contribute more (up to the IRS annual 
limit). Upon mandatory participation, MCW makes matching contributions equal to 6% or 8% (up to the IRS 
annual limit) of the participant’s compensation. Participants are immediately vested in their contributions, 
MCW’s matching contributions and earnings thereon. The contributions made by MCW and recognized as 
expense were approximately $32,509,000 and $33,234,000, respectively, for the years ended June 30, 2015 
and 2014. 

MCW provides a deferred compensation retirement benefit for several key employees. Contributions by 
MCW and earnings thereon vest with the employees upon their satisfaction of certain conditions. In addition, 
MCW previously offered Section 457 defined contribution retirement plans to certain faculty, corporate 
officers, and administrative director employees. Contributions to these plans were made either through 
payroll withholdings or payments by MCW. Assets related to the deferred compensation and defined 
contribution benefits of $5,092,000 and $7,178,000 at June 30, 2015 and 2014, respectively, are reflected in 
cash and cash equivalents and investments at fair value. Accrued benefits totaling approximately $5,092,000 
and $7,178,000s at June 30, 2015 and 2014, respectively, are reflected in accrued payroll and related 
liabilities. 

MCW is self-insured for health and dental benefits provided to active employees. A portion of the health 
care services is provided to employees by faculty and staff physicians. MCW paid health and dental benefit 
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claims, net of employee contributions, of $47,516,000 and $1,540,000 respectively, during the year ended 
June 30, 2015 and $57,429,000 and $1,465,000, respectively, during the year ended June 30, 2014. 

(18) Functional Expenses 

Expenses classified by function are as follows (in thousands): 

2015 2014

Patient care $ 571,651   550,024   
Research 208,332   218,770   
Instruction 65,236   64,400   
Community service 11,450   11,733   
Institutional support 44,702   43,524   
Student services 8,655   8,877   
Academic support 5,988   6,528   
Fundraising 3,793   3,283   

$ 919,807   907,139   
 

Patient care expenses relate to all clinical and clinical support activities including those that are performed 
in the presence of residents and medical students. Research expenses pertain to all basic, translational, and 
clinical research and development activities that are externally sponsored or internally funded. Instruction 
expenses include credit and noncredit programs for medical students, graduate students, residents, 
post-doctoral fellows, student trainees and continuing medical education participants. 

Interest expense and costs related to the operation and maintenance of physical plant, including depreciation 
of plant assets, are allocated to program and supporting activities. 

(19) Electronic Heath Record Incentives 

Under certain provisions of the American Recovery and Reinvestment Act of 2009 (ARRA), federal 
incentive payments are available to hospitals, physicians and certain other professionals (Providers) when 
they adopt, implement or upgrade (AIU) certified electronic health record (EHR) technology or become 
“meaningful users,” as defined under ARRA, of EHR technology in ways that demonstrate improved quality, 
safety and effectiveness of care. Providers can receive their initial incentive payment by satisfying AIU 
criteria, but must demonstrate meaningful use of EHR technology in subsequent years in order to qualify for 
additional payments. Providers may be eligible for either Medicare or Medicaid incentive payments, but not 
both. Medicaid EHR incentive payments to Providers are 100% federally funded and administered by the 
states. The Centers for Medicare and Medicaid Services (CMS) established calendar year 2011 as the first 
year states could offer Medicaid EHR incentive payments. Before a state may offer Medicaid EHR incentive 
payments, the state must submit and CMS must approve the state’s incentive plan. 
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MCW recognizes EHR incentive payments in the consolidated statement of unrestricted activities and 
changed in net assets when: (1) CMS approves a state’s Medicaid EHR incentive plan; (2) affiliated hospitals 
adopt, implement or upgrade certified EHR technology; (3) Providers are determined not to be hospital 
based; and (4) contingencies in estimating the amount of the incentive payments to be received are resolved. 
EHR incentive payments are recognized in the period during which the specified meaningful use criteria are 
met. Certain MCW Providers have satisfied the eligibility and meaningful use criteria. As a result, MCW 
recognized $7,233,000 and $10,463,000 of EHR incentive payments as other revenues in the statement of 
unrestricted activities and changes in net assets for the years ended June 30, 2015 and 2014, respectively. 

(20) Commitments and Contingent Liabilities 

Amounts received and expended by MCW under various federal and state programs are subject to audit by 
governmental agencies. In the opinion of management, audit adjustments, if any, will not have a significant 
effect on the consolidated financial position of MCW. 

MCW periodically conducts internal investigations into deviations from approved research protocols 
reported to its Institutional Review Board. The investigations are conducted pursuant to MCW’s Procedures 
for Addressing Scientific Misconduct and the model Procedures for Responding to Allegations of Scientific 
Misconduct issued by the United States Office of Research Integrity. The results of investigations, which 
have identified potential unallowable costs, are reported by MCW to the Food and Drug Administration and 
the Office of Human Research Protection. Management is unable to assess the outcome of any pending 
agency reviews, but it is the opinion of management that these matters will not have a material adverse effect 
on the consolidated financial statements of MCW. 

MCW is a party to various other legal and regulatory actions arising in the ordinary course of its operations. 
While it is not feasible to predict the ultimate outcome of these actions, it is the opinion of management that 
the resolution of these matters will not have a material adverse effect on the consolidated financial statements 
of MCW. 

(21) Business Risks and Uncertainties 

The Affordable Care Act includes numerous provisions affecting the delivery of health care services, the 
financing of health care costs, reimbursements of health care providers, and the legal obligations of health 
insurers, providers, and employers. These provisions are slated to take effect at specified times over the next 
decade. The law also contains stronger anti-fraud enforcement provisions and provides additional funding 
for enforcement activity. 

MCW continues to closely monitor the status and impact of these provisions. 

(22) Subsequent Events 

In connection with the preparation of the financial statements and in accordance with FASB ASC Topic 855, 
Subsequent Events, MCW evaluated subsequent events after the statement of financial position date of 
June 30, 2015 through October 1, 2015, which was the date the financial statements were available to be 
issued. No significant subsequent events were identified. 
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APPENDIX C 
 

SUMMARY OF THE MASTER 
INDENTURE, SERIES 2016 

SUPPLEMENT AND MORTGAGE 
 

Brief descriptions of the Master Indenture, the Series 2016 Supplement and the Mortgage are included 
in this Appendix C.  The descriptions do not purport to be comprehensive or definitive.  The descriptions are 
marked to show certain proposed amendments to the Master Indenture set forth in the Series 2016 Supplement.  
By purchasing the Series 2016 Bonds, the holders and beneficial owners of the Series 2016 Bonds will be 
deemed to have consented to the amendments to the Master Indenture.  All references herein to the Master 
Indenture, the Series 2016 Supplement and the Mortgage are qualified in their entirety by reference to each 
document, copies of which may be obtained from the Wisconsin Health and Educational Facilities Authority 
during the period that the Series 2016 Bonds are being offered and thereafter from the Bond Trustee upon 
request. 

 
DEFINITION OF CERTAIN WORDS AND TERMS 

 
The terms defined below are those used in this Official Statement and the summary of the Master 

Indenture, the Series 2016 Supplement and the Mortgage which follows: 
 
"Accountant's Certificate" means a certificate prepared and executed by a firm of independent 

certified public accountants selected by the Corporation and approved by the Master Trustee. 
 
"Additional Indebtedness" means any Indebtedness incurred or assumed subsequent to the date of the 

Master Indenture. 
 
"Balloon Indebtedness" means Indebtedness, 25% or more of the original principal amount of which 

matures during any consecutive twelve-month period, if such maturing principal amount is not required to be 
amortized below such percentage by mandatory redemption or prepayment prior to such twelve-month period.  
Balloon Indebtedness does not include Indebtedness which otherwise would be classified as Put Indebtedness. 

 
"Board of Directors" means either the Board of Trustees of the Corporation or any duly authorized 

committee of that Board (and not the Governing Body of any other Obligated Issuer). 
 
"Book Value" means, when used in connection with Property of the Corporation, any of its 

Consolidated Subsidiaries or any other Obligated Issuer, that value of such Property, net of accumulated 
depreciation, as it is carried on the books of account of the Corporation, such Consolidated Subsidiary or any 
other Obligated Issuer and in conformity with generally accepted accounting principles, and when used in 
connection with Property of the Obligated Group, means the aggregate of the values so determined with 
respect to Property of each member of the Obligated Group. 

 
"Business Day" means a day on which the Master Trustee shall be scheduled in the normal course of 

its operations to be open to the public for conduct of its banking operations. 
 
"Code" means the Internal Revenue Code of 1986 as amended. 
 
"Commitment Indebtedness" means the obligation of any Obligated Issuer to repay amounts disbursed 

pursuant to a commitment from a financial institution to refinance or purchase when due, when tendered or 
when required to be purchased (a) other Indebtedness of that Obligated Issuer, or (b) Indebtedness of a 
Person who is not an Obligated Issuer, which Indebtedness is guaranteed by a Guaranty of that Obligated 
Issuer or secured by or payable from amounts paid on Indebtedness of that Obligated Issuer, in either case 
which Indebtedness or Guaranty of that Obligated Issuer was incurred in accordance with the provisions of the 
Master Indenture; and the obligation of any Obligated Issuer to pay interest payable on amounts disbursed for 
such purposes, plus any fees, costs or expenses payable to such financial institution for, under or in connection 
with such commitment, in the event of disbursement pursuant to such commitment or in connection with 
enforcement thereof, including without limitation any penalties payable in the event of such enforcement. 
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"Completion Indebtedness" means any Long-Term Additional Indebtedness incurred by the 
Corporation or any other Obligated Issuer for the purpose of financing, without materially changing the 
scope thereof, (a) the completion of facilities for which Long-Term Indebtedness, Balloon Indebtedness or 
Put Indebtedness has been incurred or (b) the improvement, replacement or substitutions for, or additions 
to, facilities of the Corporation or any other Obligated Issuer for which Long-Term Indebtedness, Balloon 
Indebtedness or Put Indebtedness has been incurred, necessitated by faulty design, damage to or destruction of 
such facilities, or required by enactment of legislation or the promulgation of any ruling affecting the operation 
of the Corporation or any other Obligated Issuer by a government agency. 

"Completion Notes" means any Notes that constitute Completion Indebtedness. 
 
"Consolidated Subsidiary" means any corporation, limited liability company, partnership, association 

or other entity whose financial statements are consolidated with those of the Corporation under generally 
accepted accounting principles. 

 
"Construction Index" means the then current health care component of the implicit price deflator for 

the gross national product as most recently reported by the United States Department of Commerce or its 
successor agency, or, if such index is no longer published, such other index as is certified to be comparable 
and appropriate by the Corporation in an Officer's Certificate delivered to the Master Trustee, which other 
index is acceptable to the Master Trustee. 

 

"Corporation" means The Medical College of Wisconsin, Inc., a Wisconsin nonstock nonprofit 
corporation or any successor as permitted by the Master Indenture. 

 
"Cross-over Date" means, with respect to Cross-over Refunding Indebtedness, the date on which the 

principal portion of the Cross-over Refunded Indebtedness is paid or redeemed, or on which it is anticipated 
that such principal portion be paid or redeemed, from the proceeds of such Cross-over Refunding Indebtedness. 

 
"Cross-over Refunded Indebtedness" means Indebtedness of a Person refunded by Cross-over 

Refunding Indebtedness. 
 
"Cross-over Refunding Indebtedness" means Indebtedness of a Person issued for the purpose of 

refunding other Indebtedness of such Person if the proceeds of such Cross- over Refunding Indebtedness are 
irrevocably deposited in escrow to secure the payment on the applicable Cross-over Date of the Cross-over 
Refunded Indebtedness and earnings on such escrow deposit are required to be applied to pay interest on 
either or both of such Cross-over Refunding Indebtedness or such Crossover Refunded Indebtedness until 
the Cross-over Date. 

 
"Debt Service" means the aggregate annual principal (whether at maturity or pursuant to sinking fund 

redemption requirements), interest payments and other payments of the Corporation, its Consolidated 
Subsidiaries and the other Obligated Issuers on Outstanding Long-Term Indebtedness, with respect to which 
the term is used including Balloon Indebtedness, Commitment Indebtedness, Guaranties (other than any 
Guaranty by the Corporation, a Consolidated Subsidiary or another Obligated Issuer of Indebtedness of the 
Corporation, a Consolidated Subsidiary or another Obligated Issuer) and Put Indebtedness, for the period of 
time for which calculated; provided, however, that for purposes of calculating such amount:  (a) the amount 
of such payments for any future period shall be calculated in accordance with the assumptions described 
under the caption "SUMMARY OF THE MASTER INDENTURE - Restrictions as to the Incurrence of 
Additional Indebtedness" and "SUMMARY OF THE MASTER INDENTURE - Calculation of Debt 
Service"; and (b) principal and interest shall be excluded from the determination of Debt Service to the 
extent that such principal or interest is payable and expected to be paid in the period of determination from 
amounts deposited in trust, escrowed or otherwise set aside for the payment thereof with the Master Trustee, a 
Related Bond Trustee or another Person approved by the Master Trustee. 

 
"Debt Service Coverage Ratio" means the ratio of Net Income Available for Debt Service for the 

period or periods in question to the Maximum Annual Debt Service on all Outstanding Long-Term 
Indebtedness. 
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"Defeasance Obligations" means (a) Direct general obligations of, or obligations the payment of 
principal of and interest on which is unconditionally guaranteed by, the United States of America; (b) 
Evidences of ownership of proportionate interests in future interest and principal payments on specified 
obligations described in (a) held by a bank or trust company as custodian, under which the owner of the 
investment is the real party in interest and has the right to proceed directly and individually against the 
obligor on the underlying obligations described in (a), and which underlying obligations are not available to 
satisfy any claim of the custodian or any person claiming through the custodian or to whom the custodian may 
be obligated; (c) Evidences of indebtedness issued by any of the following: Bank for Cooperatives; Federal 
Home Loan Banks, Federal Home Loan Mortgage Corporation (including participation certificates); Federal 
Land Banks; Federal Financing Banks; or any other agency or instrumentality of the United States of America 
created by an act of Congress which is substantially similar to the foregoing in its legal relationship to the 
United States of America; (d) Debt obligations, whether or not interest thereon is exempt from federal income 
taxes, which, at the time of deposit, are rated by either Moody's Investors Service ("Moody's") or Standard & 
Poor's Ratings Group of McGraw Hill, Inc. ("S&P") in either of the two highest long-term debt rating 
categories of such rating agency, without regard to any refinement or gradation of such rating category by 
numerical modifier or otherwise; provided, that if any Note or Related Bond being provided for is then rated 
by Moody's or S&P, the obligations deposited must be rated by each rating agency having a rating in effect on 
such Notes or Related Bonds in a rating category no lower than that in effect on such Notes or Related Bonds; 
and (e) Obligations described in Section 103(a) of the Code, provision for the payment of the principal of, 
premium, if any, and interest on which shall have been made by the irrevocable deposit with a bank or trust 
company acting as a trustee or escrow agent for holders of such obligations of securities described in clauses 
(a) or (b) the maturing principal of and interest on which, when due and payable, will provide sufficient 
moneys to pay when due the principal of, premium, if any, and interest on such obligations, and which 
securities described in clauses (a) or (b) are not available to satisfy any other claim, including any claim of the 
trustee or escrow agent or of any person claiming through the trustee or escrow agent or to whom the 
trustee or escrow agent may be obligated, including in the event of the insolvency of the trustee or escrow 
agent or proceedings arising out of such insolvency. 

 
"Direct Purchase Bank" means Associated Bank, National Association. 
 
"Early Termination Payment" means, with respect to a Qualified Swap Agreement, any payment 

obligation of the Corporation thereunder due upon the early termination of any transaction governed by such 
Qualified Swap Agreement, other than an Insured Early Termination Payment. 

 
"Event of Default" has the meaning set forth under the caption "SUMMARY OF THE MASTER 

INDENTURE -- Events of Default" herein. 
 
"Excluded Property" means certain Property identified in Annex IV of the Master Indenture. 
 
"Facilities" means the real and personal property owned by the Corporation, a Consolidated 

Subsidiary or another Obligated Issuer including property acquired after the date of the Master Indenture. 
 
"Federal Bankruptcy Code" means United States Code; Title 11-Bankruptcy, as amended. 
 
"Fiscal Year" means the period commencing on the first day of July of each year and ending on the 

thirtieth day of June of the succeeding year.  So long as any Obligated Issuer uses and with respect to any 
period during which any Obligated Issuer used a fiscal year for its internal purposes which is or was different 
from the Fiscal Year provided for in the Master Indenture, the financial information for any Fiscal Year may 
include financial information from the most recently completed fiscal year of such Obligated Issuer ending on 
a date prior to the ending date of such Fiscal Year. 

 
"Fourth Series 2008 Supplement" means the Fourth Series 2008 Supplemental Master Trust Indenture 

between the Corporation and the Master Trustee dated as of September 1, 2008. 
 
"Governing Body" means with respect to any corporation the board of trustees or directors or other 

analogous body established as required by the law of the state of incorporation of such corporation. 
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"Guaranty" when used in connection with a particular Person means all obligations of such Person 
guaranteeing or in effect guaranteeing any indebtedness or other obligation of any other Person (the "primary 
obligor") in any manner, whether directly or indirectly, including without limitation, obligations incurred 
through an agreement, contingent or otherwise, by such Person:  (a) to purchase such indebtedness or obligation 
or any Property or assets constituting security therefor; (b) to advance or supply funds (i) for the purchase or 
payment of such indebtedness or obligation at any time after its original incurrence, or (ii) to maintain working 
capital or other balance sheet condition; (c) to lease Property or to purchase securities or other Property or 
services primarily for the purpose of assuring the owner of such indebtedness or obligation of the ability of 
the primary obligor to make payment of the indebtedness or obligation; or (d) otherwise to assure the 
owner of the indebtedness or obligation of the primary obligor against loss in respect thereof; provided, 
however, that notwithstanding the foregoing, none of the following shall be deemed to constitute  a  
Guaranty:  (A) the endorsement in the ordinary course of business of negotiable instruments for deposit or 
collection; (B) the discount or sale with recourse of any such person's notes receivable or accounts receivable; 
(C) a guaranty of rentals payable by a third person in future years under operating leases, provided such 
leases be for an original term of 84 months or less and shall not constitute indebtedness that would appear on 
the balance sheet of the lessee under generally accepted accounting principles; (D) the obligation to make 
payments on Notes pursuant to the provisions of the Master Indenture; (E) any obligation of such person 
guaranteeing or in effect guaranteeing any indebtedness or other obligation of the primary obligor that 
does not constitute a sum certain; and (F) any obligation of the Corporation, a Consolidated Subsidiary or 
any other Obligated Issuer to guaranty indebtedness of, or to purchase land and improvements thereon 
from physicians (or entities controlled by such physicians) who are at the date of, or will become 
pursuant to the contract creating such obligation, members of the medical staff of Corporation, a Consolidated 
Subsidiary or any other Obligated Issuer; provided, however, that guaranties of indebtedness shall not be 
excluded under clause (F) to the extent that the aggregate amount thereof exceed 3% of Revenues in the most 
recent Fiscal Year for which audited financial statements of the Corporation are available. 

"Indebtedness" means the Notes and all other obligations appearing as liabilities on the balance sheet 
for the payment of moneys incurred or assumed by the Corporation, any Consolidated Subsidiary or any 
other Obligated Issuer, all as determined in accordance with generally accepted accounting principles 
consistently applied, and Guaranties, except that Indebtedness shall not include:  (a) obligations of the 
Corporation, a Consolidated Subsidiary or any other Obligated Issuer to the Corporation, a Consolidated 
Subsidiary or any other Obligated Issuer or any Guaranty by the Corporation, a Consolidated Subsidiary or any 
other Obligated Issuer of obligations of the Corporation, a Consolidated Subsidiary or any other Obligated 
Issuer; (b) liabilities (other than for borrowed money and other than rents  payable  under  lease  agreements)  
incurred  in  the  regular  operations  of  the Corporation, a Consolidated Subsidiary or any other 
Obligated Issuer; (c) rentals with respect to operating leases payable in future years; and (d) any continuing 
obligation of the Corporation, a Consolidated Subsidiary or any other Obligated Issuer to pay principal of and 
interest on an obligation or Related Bonds which is deemed to be discharged or defeased in accordance with 
the terms of the instrument or instruments creating or evidencing such obligation or Related Bonds, as the case 
may be; provided, however, that there is delivered to the Master Trustee a letter from a nationally recognized 
firm of independent certified public accountants verifying the adequacy of any escrow established in 
connection with the discharge or defeasance of such obligation or Related Bonds. 

 
"Independent" means, in the case of an individual, a Person who is not a partner, member, director, 

officer or employee of either the Corporation or any other Obligated Issuer and, in the case of a firm, shall 
not have a partner, member, director, officer or employee who is a partner, member, director, officer or 
employee of either the Corporation or any other Obligated Issuer. 

 
"Independent Architect" means an architect, engineer or firm of architects or engineers selected by the 

Corporation or any other Obligated Issuer, acceptable to the Master Trustee and licensed by, or permitted to 
practice in, the state where the construction involved is located, which architect, engineer or firm of architects 
or engineers is Independent and shall have no interest, direct or indirect, in the Corporation or any other 
Obligated Issuer; it being understood that an arm's-length contract with either the Corporation or any other 
Obligated Issuer for the performance of architectural or engineering services shall not in and of itself be 
regarded as creating an interest in or an employee relationship with such entity and that the term 
Independent Architect may include an architect or engineer or a firm of architects or engineers who otherwise 



 

 
C-5 

meet the requirements of this definition and who also are under contract to construct the facility which they 
have designed. 

 
"Independent Consultant" means a Person who is Independent and is appointed by the Corporation or 

any other Obligated Issuer and satisfactory to the Master Trustee, qualified to pass upon questions relating to 
the financial affairs of organizations engaged in like operations to those of the Corporation and the other 
Obligated Issuers and having a favorable reputation for skill and experience in such financial affairs. 

 
"Independent Insurance Consultant" means a Person who is Independent and appointed by the 

Corporation and satisfactory to the Master Trustee, qualified to survey risks and to recommend insurance 
coverage for organizations engaged in like operations to those of the Corporation and the other Obligated 
Issuers and having a favorable reputation for skill and experience in such surveys and such 
recommendations, and who may be a broker or agent with whom the  Corporation or any other Obligated 
Issuer transacts business. 

 
"Insurance Subsidiary" means any corporation of which the Corporation or another Obligated Issuer is 

the sole voting member which is in the business of providing insurance coverage to the Corporation or any other 
Obligated Issuer. 

 
"Insured Early Termination Payment" means, with respect to a Qualified Swap Agreement, any 

payment obligation of the Corporation thereunder due upon the early termination of any transaction governed 
by such Qualified Swap Agreement that is insured under an insurance policy issued by an insurer that has also 
issued a bond insurance policy with respect to Related Bonds. 

 
"Insured Swap" means any Qualified Swap Agreement wherein the Regularly Scheduled Payments are 

insured under a swap insurance policy from an insurer who has also insured the Related Bonds, having an 
outstanding principal amount at least equal to the notional amount of the Qualified Swap Agreement. 

 
"Insured Swap Payments" means any payment obligation of the Corporation due pursuant to an 

Insured Swap that is insured under a swap insurance policy. 
 
"Issuer" means the Corporation or another Obligated Issuer, depending on the context. 
 
"Lender" means BMO Harris Bank N.A. 
 
"LIBOR Rate" means the interest rate appearing on Page 3750 of the Dow Jones Market Service (or 

on any successor or substitute page of such Service, or any successor to or substitute for such Service providing 
rate quotations comparable to those currently provided on such page of such Service) at approximately 11:00 
a.m., London time, two business days prior to the determination date, as the rate for dollar deposits with the 
appropriate maturity date. 

 
"Lien" means any mortgage of, security interest in, lien, charge or encumbrance on or pledge of 

Property except (i) any lease and leaseback or similar arrangements entered into by an Obligated Issuer with 
a Related Issuer to the extent required in connection with the issuance of Related Bonds and (ii) any other 
lease except leases which, in accordance with generally accepted accounting principles, would be capitalized 
on the financial statements of the lessee. 

 
"Long-Term," when used in connection with Indebtedness, means Indebtedness having an original 

maturity greater than one year or renewable or extendible at the option of the Corporation, any Consolidated 
Subsidiary or any other Obligated Issuer for a period greater than one year from the date of original issuance 
thereof. 

 
"Market Value" means (i) with respect to Net Plant, Property and Equipment: (a) the aggregate 

fair market value of such Net Plant, Property and Equipment as reflected in the most recent written report of 
an Independent appraiser acceptable to the Master Trustee and, in the case of real property, who is a 
member of the American Institute of Real Estate Appraisers (MAI), delivered to the Master Trustee (which 
report shall be dated not more than three years prior to the date as of which Market Value is to be calculated) 
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increased or decreased by a percentage equal to the aggregate percentage increase or decrease in the 
Construction Index from the date of such report to the date as of which Market Value is to be calculated; 
plus (b) the Book Value of any Net Plant, Property and Equipment acquired since the last such report increased 
or decreased by a percentage equal to the aggregate percentage increase or decrease in the Construction Index 
from the date of such acquisition to the date as of which Market Value is to be calculated; minus (c) the 
greater of the Book Value or the fair market value (as reflected in such most recent appraiser's report) of any 
Net Plant, Property and Equipment disposed of or substantially damaged and not repaired or replaced since the 
last such report increased or decreased by a percentage equal to the aggregate percentage increase or 
decrease in the Construction Index from the date of such report to the date as of which Market Value is to be 
calculated, and (ii) with respect to any other Property the fair market value of such Property, which fair 
market value shall be evidenced in a manner satisfactory to the Master Trustee. 

 
"Master Indenture" means the First Amended and Restated Master Trust Indenture between the 

Corporation and the Master Trustee dated as of December 1, 1996 as supplemented and amended from time to 
time in accordance with the provisions thereof. 

 
"Master Trustee" means The Bank of New York Mellon Trust Company, N.A., as successor to M&I 

First National Bank, or its successor. 
 
"Maximum Annual Debt Service" means the Debt Service on all Outstanding Long-Term 

Indebtedness with respect to which the term is used as computed for the then current or any future Fiscal 
Year in which such sum shall be the greatest in any Fiscal Year. 

 
"Member" means, with respect to any corporation organized on a not-for-profit basis under state 

law, a Person so designated under such corporation's articles of incorporation (or similar organizational 
document) or by-laws having the power to elect or appoint, together with any other Members, the Governing 
Body of such corporation. 

 
"Mortgage" means the Amended and Restated Mortgage from the Corporation to the Master Trustee 

dated as of November 1, 2004 as supplemented and amended from time to time in accordance with the 
provisions thereof. 

 
"Net Income Available for Debt Service" means, as to any period of time, all Revenues of the 

Corporation, its Consolidated Subsidiaries and the other Obligated Issuer minus Total Expenses of the 
Corporation, its Consolidated Subsidiaries and the other Obligated Issuers other than depreciation, amortization 
and interest on Long-Term Indebtedness, all as determined on a pro forma consolidated or combined basis in 
accordance with generally accepted accounting principles or as otherwise specifically required. 

 
"Net Plant, Property and Equipment" means, with respect to the Corporation, its Consolidated 

Subsidiaries and the other Obligated Issuers, the entire complex of tangible long-lived assets used by the 
Corporation, its Consolidated Subsidiaries and the other Obligated Issuers as shown on the balance sheet of 
the Corporation, its Consolidated Subsidiaries and the other Obligated Issuers, determined on a combined basis 
in accordance with generally accepted accounting principles. 

 
"Net Proceeds," when used with respect to any insurance or condemnation award, means the gross 

proceeds from the insurance or condemnation award remaining after payment of all expenses (including 
attorneys' fees and expenses of any Related Bond Trustee or Related Issuer) incurred in the collection of such 
gross proceeds. 

 
"Non Scheduled Payments" means any payments under any Qualified Swap Agreement that are not 

Regularly Scheduled Payments, including but not limited to Early Termination Payments, indemnification 
payments, tax gross-up payments, expenses and default interest payments. 

 
"Note" means any Note issued, authenticated and delivered under the Master Indenture. References to 

Notes of a series or such series means the Notes or series issued pursuant to a single Supplemental Master 
Indenture. 
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"Noteholder" or "Holder" (when used with reference to any Note or Notes) means the Person in 
whose name the Note is registered on the Note Register. 

 
"Note Register" means the register kept at the principal office of the Master Trustee in which, subject 

to such reasonable regulations as it may prescribe, the Master Trustee shall provide on behalf of the 
Obligated Issuers for the registration and transfer of Notes. 

 
"Note Year" means, with respect to any series of Notes, any 12-month period specified as a Note 

Year pursuant to a Supplemental Master Indenture, the last day of which period shall be the anniversary 
date of such Notes and any Related Bonds upon which payments of principal and interest (if any) are 
customarily paid and upon which final maturity occurs. 

"Obligated Group" means the Corporation and each other Obligated Issuer. 
 
"Obligated Issuer" means the Corporation and any Person which shall have become an Obligated 

Issuer pursuant to the Master Indenture and shall not have withdrawn as such pursuant to the Master Indenture. 
 
"Officer's Certificate" means a certificate signed by the President,  any Vice President or the 

Chief Financial Officer of one or more Obligated Issuers. 
 
"Opinion of Bond Counsel" means an opinion in writing signed by legal counsel who shall be 

nationally recognized as expert in matters pertaining to the validity of obligations of governmental issuers and 
the exemption from federal income taxation of interest on such obligations. 

 
"Opinion of Counsel" means an opinion in writing signed by legal counsel who may be an 

employee of or counsel to the Corporation or any other Obligated Issuer and who shall be satisfactory to the 
Master Trustee. 

 
"Outstanding" when used in connection with Indebtedness, means, as of any time, Indebtedness 

issued or incurred and not paid or for which payment has not been provided by deposit of money or securities 
with the Master Trustee or with a third party acceptable to the Master Trustee pursuant to an  arrangement 
approved by the Master Trustee (provided that with respect to Notes such arrangement shall be such to cause 
the Notes to not be Outstanding in accordance with the provision of the Master Indenture) and shall not include 
Notes surrendered for exchange or Notes for which replacement Notes have been issued or Notes that the 
Master Indenture otherwise provides shall be deemed not to be Outstanding. 

 
"Permitted Encumbrances" means: 
 
(i) any Lien created or incurred in the ordinary course of business which does not secure, 

directly or indirectly, the repayment of borrowed money or the payment of installment sales contracts or 
capital leases individually or in the aggregate, and which does not materially impair the value or the utility of 
the Property subject to such Lien; 

 
(ii) leases which relate to Property of an Obligated Issuer which is of a type that is customarily the 

subject of such leases, such as office space for physicians and educational institutions, food service facilities, 
parking facilities, gift shops and radiology or other hospital-based specialty services, pharmacy  and similar 
departments; leases entered into in accordance with the disposition of Property provisions of the Master 
Indenture; leases, licenses or similar rights to use Property to which the Corporation is a party existing as of 
the date of the original issuance of the Notes and any similar rights; and any leases, licenses or similar rights 
to use Property whereunder an Obligated Issuer is lessee, licensee or the equivalent thereof upon fair and 
reasonable terms no less favorable to the lessee or licensee than would obtain in a comparable arm's-length 
transaction; 

 
(iii) Liens arising by reason of good faith deposits with the Corporation or any other Obligated 

Issuer in connection with tenders, leases of real estate, bids or contracts (other than contracts for the payment 
of money), deposits by the Corporation or any other Obligated Issuer to secure public or statutory obligations, 
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or to secure, or in lieu of, surety, stay or appeal bonds, and deposits as security for the payment of taxes or 
assessments or other similar charges; 

 
(iv) statutory rights of  the United States of  America to recover against the Corporation or 

any other obligated Issuer by reason of federal funds made available under 42 U.S.C. § 291 et seq., and similar 
rights under federal and state statutes; 

 
(v) any Lien arising by reason of deposits to enable the Corporation, any other Obligated Issuer 

or an Insurance Subsidiary to maintain self-insurance or to participate in any funds established to cover any 
insurance risks or in connection with worker's compensation, unemployment insurance, retirement plan or 
deferred compensation plan or other social security, or to share in the privileges or benefits required for 
companies participating in such arrangements; 

 
(vi) any judgment Lien against the Corporation or any other Obligated Issuer so long as such 

judgment is being contested and execution thereon is stayed, and so long as such Lien or contest shall not 
materially impair the ability of the Obligated Issuers to meet their obligations under the Master Indenture; 

 
(vii) (A) rights reserved to or vested in any municipality or public authority by the terms of any 

right, power, franchise, grant, license, permit or provision of law, affecting any Property, to (1) terminate 
such right, power, franchise, grant, license or permit, provided that the exercise of such right would not 
materially impair the use of such Property or materially and adversely affect the value thereof, or (2) 
purchase, condemn, appropriate or recapture, or designate a purchaser of, such Property, provided that the 
exercise of such right would not materially impair the use of such Property or materially and adversely 
affect such Property; (B) any Liens on any Property for taxes, assessments, levies, fees, water and sewer rents, 
and other governmental and similar charges and any Liens of mechanics, materialmen and laborers for work or 
services performed or materials furnished in connection with such Property, which are not due and payable 
or which are not delinquent or which, or the amount or validity of which, are being contested and execution 
thereon is stayed or, with respect to Liens of mechanics, materialmen and laborers, have been due for less 
than 31 days; (C) easements, rights-of-way, servitudes, restrictions and other minor defects, encumbrances, 
and irregularities in the title of any Property which do not materially impair the use of such Property and 
which do not materially and adversely affect the value thereof; (D) rights reserved to or vested in any 
municipality or public authority to control or regulate any Property or to use such Property in any manner, 
which rights do not materially impair the use of such Property or materially and adversely affect the value 
thereof, and (E) to the extent that it affects title to any Property, the Master Indenture; 

 
(viii) any Lien described in Annex III to the Master Indenture which is existing on the date of the 

Master Indenture, provided that no Lien so described may be modified to apply to any Property of the 
Corporation or any other Obligated Issuer not subject to such Lien on the date hereof, and provided further 
that no Additional Indebtedness may be incurred which is secured by such Lien; 

 
(ix) any security interest in the rebate fund, any depreciation reserve, debt service or interest 

reserve, debt service fund, defeasance escrow or any similar fund established pursuant to the terms of any 
Supplemental Master Indenture or Related Bond Indenture in favor of the Master Trustee, a Related Bond 
Trustee, a Related Issuer or the holder of the Indebtedness issued pursuant to such Supplemental Master 
Indenture or Related Bond Indenture or the holder of any related Commitment Indebtedness; 

 
(x) any Lien on any Related Bond or any evidence of Indebtedness of any member of the 

Obligated Group acquired by or on behalf of any member of the Obligated Group which secures Commitment 
Indebtedness and only Commitment Indebtedness; 

 
(xi) any Lien or restriction on use, expressed or implied, on Property of an Obligated Issuer 

received as a gift, pursuant to the terms of such gift; provided that (A) any such Lien attaches solely to Property 
which is the subject of such gift and (B) any indebtedness secured by such Lien is not assumed by any member 
of the Obligated Group; 

 
(xii) Liens on moneys deposited by patients or others with the Corporation or any Obligated 

Issuer as security for or as prepayment for the cost of patient care or other services; 
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(xiii) Liens on Property due to rights of third party payors for recoupment of excess 
reimbursement paid; 

 
(xiv) any mortgage to which the Property of an Obligated Issuer is subject at the time it becomes 

an Obligated Issuer, provided that at the time of becoming an Obligated Issuer, the Obligated Group agent shall 
deliver to the Master Trustee an Officer's Certificate to the effect that, after giving effect to the inclusion of 
such new Obligated Issuer in the Obligated Group, the sum of (A) the aggregate amount of the 
Indebtedness secured by such mortgage, by all other mortgage permitted by the provisions of the Master 
Indenture summarized in this subparagraph (xiv), and by all mortgages permitted by the provisions of the 
Master Indenture summarized in subparagraph (xv) below plus (B) the Book Value of Property subject to 
mortgages permitted by the provisions of the Master Indenture summarized in subparagraph (xvi) below, 
does not exceed 20% of the Book Value (or, at the option of the Obligated Group agent, 20% of the Market 
Value) of the Unencumbered Net Plant, Property and Equipment of the Corporation, its Consolidated 
Subsidiaries and each other Obligated Issuer on a combined basis, and provided further that: 

 
(1) the requirements of Master Indenture summarized in subparagraph (a) under the 

heading "The Obligated Group" have been met with respect to the inclusion of such new Obligated 
Issuer in the Obligated Group; and 
 

(2) No mortgage so described may be modified to apply to any Property (other than 
Excluded Property) of any Obligated Issuer not subject to such mortgage on the date of such Obligated 
Issuer's joining the Obligated Group; and 
 

(3) no Additional Indebtedness may be thereafter incurred which is secured by such 
mortgage; and 

 
(4) no mortgage so described may be extended or replaced by another mortgage. 

 
(xv) any mortgage with respect to Property acquired or constructed after the date of the Master 

Indenture ("After Acquired Property"), which mortgage either secures the purchase price or construction 
price of the After Acquired Property (a "Purchase Money Lien") or is a mortgage to which the After Acquired 
Property is subject at the time of its acquisition, provided that the Obligated Group agent shall certify in an 
Officer's Certificate delivered to the Master Trustee to the effect that, after giving effect thereto, the sum of 
(A) the aggregate amount of the Indebtedness secured by such mortgage and by all other mortgages 
permitted by the provisions of the Master Indenture summarized in subparagraph (xiv) above plus (B) the Book 
Value of Property subject to Liens permitted by the provisions of the Master Indenture summarized in 
subparagraph (xvi) below, does not exceed 20% of the Book Value (or, at the option of the Obligated Group 
agent, 20% of the Market Value of the Unencumbered Net Plant, Property and Equipment) of the Corporation, 
its Consolidated Subsidiaries each other Obligated Issuer on a combined basis; provided that there may 
be subjected to the Lien of a Purchase Money mortgage permitted by the provisions of the Master Indenture 
summarized under this subparagraph (xv) land previously owned by an Obligated Issuer on which the After 
Acquired Property is to be constructed or located (including reasonably related adjoining land) (the "Previously 
Owned Land") if (a) the Previously Owned Land is not necessary for ingress to, egress from, or use of any 
other Property upon which operating facilities are located and (b) the Market Value of such Previously Owned 
Land shall not exceed 2% of the Book Value of the Unencumbered Net Plan, Property and Equipment of the 
Corporation, its Consolidated Subsidiaries and each other Obligated Issuer on a combined basis (each Officer's 
Certificate and computation required by the provisions of the Master Indenture summarized in this 
subparagraph shall be as of any date within 120 days prior to the date on which any such mortgage is created 
or assumed by any Obligated Issuer); 

 
(xvi) any mortgage which, when aggregated with other mortgages permitted under the provisions 

of the Master Indenture summarized in this subparagraph (xvi), attaches to Property having an aggregate Book 
Value that does not exceed the difference of (A) 20% of the Book Value (or at the option of the Obligated 
Group, 20% of the Market Value of the Unencumbered Net Plant, Property and Equipment) of the 
Corporation, its Consolidated Subsidiaries and each other Obligated Issuer on a combined basis minus (B) the 
aggregate amount of Indebtedness secured by mortgages permitted by the provisions of the Master Indenture 
summarized in subparagraphs (xiv) or (xv) above; 
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(xvii) security interests in the accounts (and proceeds thereof) of any Obligated Issuer, as 
defined in Article 9 of the Wisconsin Uniform Commercial Code, which may be prior to, on a parity with or 
subordinate to the security interest in those accounts and proceeds created by the Master Indenture, securing 
Short-Term Indebtedness of that Obligated Issuer, provided that at the time of the creation of any such security 
interest the aggregate principal amount of all such indebtedness of Obligated Issuers so secured by security 
interests permitted by the provisions of the Master Indenture summarized under this subparagraph (xvii) 
shall not exceed 25% of the Revenues of the Corporation, its Consolidated Subsidiaries and each other 
Obligated Issuer for the most recent Fiscal Year for which audited financial statements are available; and 

 
(xviii) security interests in Property to secure the obligations of the Corporation or any other 

Obligated Issuer under a Qualified Swap Agreement; provided, however, that under any such Qualified 
Swap Agreement, while Insured Swap Payments (on an Insured Swap) or Regularly Scheduled Payments 
(on an Uninsured Swap) may be secured on parity with any other unsubordinated Notes issued under 
the Master Indenture ("Parity Obligations") they may not be secured on a basis senior to the Parity 
Obligations; provided further, however, that under any such Qualified Swap Agreement, Uninsured Swap 
Payments (on an Insured Swap) or Non Scheduled Payments (on an Uninsured Swap), if secured at all, shall 
be secured and payable on a basis subordinate to the Parity Obligations. 

 
"Person" means an individual, a corporation, a partnership, an association, a joint stock company, a 

joint venture, a trust, an unincorporated organization, or a government or any agency or political subdivision 
thereof. 

 
"Pledged Revenues" means all rents, issues, profits, income, revenues and receipts of the Corporation 

or any other Obligated Issuer referred to in, and not excepted by, the granting clauses of the Master Indenture. 
 
"Projected Rate" shall mean (a) with respect to Indebtedness outstanding as of the date of 

determination of the Projected Rate, (i) in the case of Indebtedness bearing interest at a fixed rate, the 
applicable fixed rate for the relevant time period, and (ii) in the case of Indebtedness bearing interest at a 
variable rate, the rate determined in compliance with the provisions of the Master Indenture summarized 
under the caption "Calculation of Debt Service" and (b) with respect to Indebtedness not outstanding on the 
date of determination, the rate determined, at the option of the Corporation, pursuant to clause (I) or clause (II): 

 
(I) (i) in the case of Indebtedness the interest on which is expected to be excludable from 

gross income for federal income tax purpose (1) which is expected to bear interest at a fixed rate, the 
interest rate for bonds having a maturity of 30 years as listed in the most recently published 
Revenue Bond Index, and (2) which is expected to bear interest at a variable rate, the most 
recently published Revenue Bond Index, and (ii) in the case of Indebtedness the interest on which is 
not expected to be excludable from gross income for federal income tax purposes (1) which is 
expected to bear interest at a fixed rate, the LIBOR Rate for a 10-year maturity plus 50 basis points, 
and (2) which is expected to bear interest at a variable rate, the LIBOR Rate for a one month maturity 
plus 50 basis points; or 
 

(II) the projected yield at par of an obligation, as set forth in the report of an Independent 
Consultant which report shall state that in determining the Projected Rate such Independent 
Consultant reviewed the yield evaluations at par of not less than five obligations selected by such 
Independent Consultant of not less than three obligations selected by such Independent Consultant, the 
interest on which is excludable from gross income for federal income tax purposes (or, if it is not 
expected that interest on the Indebtedness with respect to which the Projected Rate is being 
determined will be excludable from gross income for federal income tax purposes, obligations the 
interest on which is subject to federal income tax) which obligations such Independent Consultant 
states in its opinion are reasonable comparators to be utilized in developing such Projected Rate and 
which obligations: (i) were outstanding on a date selected by the Independent Consultant which 
date so selected occurred during the 45-day period preceding the date of the calculation utilizing the 
Projected Rate in question, (ii) (a) if the obligation with respect to which such Projected Rate is being 
determined bears interest at a fixed rate, bear interest at a fixed rate, or (b) if the obligation with 
respect to which such Projected Rate is being determined bears interest at a variable rate, bear interest 
at a comparable variable rate, and (iii) (a) if an Obligated Issuer has no commitment for credit 
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enhancement for the obligation with respect to which such Projected Rate is being determined, are 
obligations of persons engaged in operations similar to those of the Obligated Group, have a credit 
rating similar to that of the Obligated Group and are not entitled to the benefits of any credit 
enhancement, or (b) if an Obligated Issuer has a commitment for credit enhancement for the 
obligation with respect to which such Projected Rate is being determined, including without 
limitation any letter of credit or insurance policy, are entitled to the benefits of comparable credit 
enhancement; provided that the annual fees payable for such credit enhancement shall be taken into 
account when determining such Projected Rate, and (iv) to the extent practicable, have a remaining 
term and amortization schedule substantially the same as the obligation with respect to which such 
Projected Rate is being determined. 
 
"Property" when used in connection with a particular Person, means any and all rights, title and 

interests of such Person in and to any and all property (including cash) whether real or personal, tangible or 
intangible, and wherever situated, but not including Excluded Property. 

 
"Put Date" means any date on which a holder of Put Indebtedness may elect to have such Put 

Indebtedness paid, purchased or redeemed prior to its stated maturity date. 
 
"Put Indebtedness" means Indebtedness which is payable or required to be purchased or redeemed, at 

the option of the holder thereof, prior to its stated maturity date. 
 
"Qualified Swap Agreement" means an agreement between the Corporation or any Obligated Issuer 

and a Swap Provider under which the Corporation or any Obligated Issuer agrees to pay the Swap Provider an 
amount calculated at an agreed-upon rate or index based upon a notional amount and the Swap Provider 
agrees to pay the Corporation or any Obligated Issuer for a specified period of time an amount calculated at an 
agreed-upon rate or index based upon the same notional amount; provided, however, that under any such 
Qualified Swap Agreement, while Insured Swap Payments (on an Insured Swap) or Regularly Scheduled 
Payments (on an Uninsured Swap) may be secured on parity with any other unsubordinated Notes issued under 
the Master Indenture ("Parity Obligations"), they may not be secured on a basis senior to the Parity 
Obligations; provided further, however, that under any such Qualified Swap Agreement, Uninsured Swap 
Payments (on an Insured Swap) or Non Scheduled Payments (on an Uninsured Swap), if secured at all, 
shall be secured and payable on a basis subordinate to the Parity Obligations. 

 
"Refunding Indebtedness" means any Additional Indebtedness including any Cross- over Refunding 

Indebtedness issued for the purpose of refunding any Outstanding Long- Term Indebtedness, Balloon 
Indebtedness or Put Indebtedness and financing the funding of related reserve funds, costs of issuance and other 
costs related to such refunding. 

 
"Refunding Notes" means any additional Notes that constitute Refunding Indebtedness. 
 
"Registered Owner" means the Person or Persons in whose name or names a particular Note shall be 

registered on the register maintained pursuant to the Master Indenture. 

"Regularly Scheduled Payments" means any payments scheduled (at the time such Qualified Swap 
Agreement is executed) for payment on dates related to interest payment days under the Related Bonds and 
which are intended to be "interest-like" when the interest on the Related Bonds and such payments are 
reviewed together. 

 
"Related Bond Indenture" means any indenture or other document pursuant to which a series of 

Related Bonds is issued or incurred. 
 
"Related Bond Trustee" means the trustee and its successors in the trusts created under any Related 

Bond Indenture. 
 
"Related Bonds" means the bonds, participation certificates, debentures or other obligations of any 

Related Issuer issued or incurred pursuant to a Related Bond Indenture, the proceeds of which are loaned or 
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otherwise made available to any Obligated Issuer in consideration of the execution, authentication and 
delivery of a Note or Notes to such Related Issuer. 

 
"Related Issuer" means any state of the United States or any municipal corporation or political 

subdivision formed under the laws thereof or anybody corporate and politic or any constituted authority or any 
agency or instrumentality of any of the foregoing empowered to issue or incur obligations on behalf thereof 
which is the issuer or obligor of any series of Related Bonds. 

 
"Revenue Bond Index" means the 25-Bond Revenue Index (as most recently published in The Bond 

Buyer or any successor publication). 
 
"Revenues" means for any period, (i) in the case of any Person providing health care services, the 

sum of (a) net patient service revenues plus (b) other operating revenues, plus (c) non-operating revenues, all 
as determined in accordance with generally accepted accounting principles consistently applied; and (ii) in 
the case of any other Person, gross revenues less sale discounts and sale returns and allowances, as 
determined in accordance with generally accepted accounting principles consistently applied; provided, 
however, that no determination of Revenues shall take into account (s) income or loss with respect to 
investments restricted as to use to for a purpose inconsistent with the payment of Debt Service, (t) any 
unrealized gains or losses from investments, (u) any gain or loss resulting from the early extinguishment of 
Indebtedness, (v) the equity in the earnings or losses from investments in affiliates any unrealized gains or losses 
on interest rate derivatives, (w) any gains or losses resulting from the sale, exchange or other disposition of 
investments not in the ordinary course of business, (x) any gains or losses resulting from the sale, exchange 
or other disposition of property, plant and equipment, (y) gifts, bequests or donations restricted as to use 
for a purpose inconsistent with the payment of Debt Service and (z) insurance (other than business 
interruption) and condemnation proceeds. 

 
"Secured Indebtedness" means any Indebtedness secured by a Lien. 
 
"Series 2008B Bonds" means the Wisconsin Health and Educational Facilities Authority Variable 

Rate Demand Revenue Refunding Bonds, Series 2008B (The Medical College of Wisconsin, Inc.). 
 
"Series 2016 Supplement" means the Series 2016 Supplemental Master Trust Indenture between the 

Corporation and the Master Trustee dated as of May 1, 2016. 
 
"Short-Term" when used in connection with Indebtedness, means Indebtedness having an original 

maturity less than or equal to one year, and not renewable or extendible at the option of the obligor thereon 
for a term greater than one year beyond the date of original issuance, but shall not mean Balloon 
Indebtedness, Commitment Indebtedness or Put Indebtedness. 

 
"Subordinated Indebtedness" means Indebtedness which, with respect to any issue thereof, is 

evidenced by instruments, or issued under an indenture or other document, containing provisions for the 
subordination of such Indebtedness to all payment obligations under the Master Indenture, as from time to 
time amended and supplemented, and the Notes. 

 
"Supplemental Master Indenture" means an indenture supplemental to, and authorized and executed 

pursuant to the terms of, the Master Indenture for the purpose of creating one or more series of Notes issued 
under the Master Indenture or amending or supplementing the terms of the Master Indenture. 

 
"Swap Provider" means the counterparty with whom the Corporation or any Obligated Issuer enters 

into a Qualified Swap Agreement. 
 
"Tax-Exempt Organization" means a Person organized under the laws of the United States of America 

or any state thereof which is an organization described in Section 501(c)(3) of the Code, which is exempt 
from federal income taxes under Section 501(a) of the Code and which is not a "private foundation" within the 
meaning of Section 509(a) of the Code, or corresponding provisions of federal income tax laws from time to 
time in effect. 

 



 

 
C-13 

"Total Expenses" means total operating and non-operating expenses of the Corporation, its 
Consolidated Subsidiaries and the other Obligated Issuers, excluding extraordinary expense items, determined 
on a consolidated or combined basis in accordance with generally accepted accounting principles consistently 
applied. 

 
"Unencumbered" means not subject to a Lien other than a Lien that secures the Notes as 

contemplated by the provisions described under the heading "Restrictions as to the Creation of Liens." 
 
"Uninsured Swap" means a Qualified Swap Agreement which is not an Insured Swap. 
 
"Uninsured Swap Payments" means any payment obligations due pursuant to a Qualified Swap 

Agreement other than Insured Swap Payments. 
 
"United States Government Obligations" means direct, noncallable obligations of the United States 

of America and noncallable obligations the timely payment of principal of and interest on which is fully and 
unconditionally guaranteed by the United States of America. 

 
"Unsecured Indebtedness" means any Indebtedness not secured by any Lien. 
 

SUMMARY OF THE MASTER INDENTURE 
 
General 
 
The Master Indenture authorizes Obligated Issuers to issue Notes which are full and unlimited 

obligations of the Obligated Issuer issuing the Notes but are not secured by a mortgage on or security interest in 
any assets of any of the Obligated Issuers other than Pledged Revenues.  The Notes are entitled to the benefit 
of certain operational and financial restrictions and other contractual obligations contained in the Master 
Indenture.  Each Obligated Issuer has jointly and severally guaranteed any and all amounts payable under 
any Note issued under the Master Indenture if, for any reason, the amount due under any Note is not punctually 
paid by the Obligated Issuer issuing the Note. 

 
The Obligated Group 
 
Subject to the provisions of the Master Indenture, any Person may, with the consent of the Corporation, 

become an Obligated Issuer and a member of the Obligated Group. 
 
Prior to becoming an Obligated Issuer under the Master Indenture, a Person shall in each case deliver 

to the Master Trustee and each Related Issuer a written instrument in the form of acceptance of a New 
Obligated Issuer as provided in the Master Indenture.  In addition, a Person may not become an Obligated 
Issuer unless the Corporation shall deliver to the Master Trustee an Officer's Certificate to the effect that: 

 
(a) Giving effect to the inclusion of the proposed Obligated Issuer at the beginning of the most 

recently completed Fiscal Year, the Debt Service Coverage Ratio for the most recently completed Fiscal Year 
for which combined financial statements which have been reported upon by an independent certified public 
accountant are  available (i) would not have been less than 90% of the actual Debt Service Coverage Ratio for 
such period, and (ii) would in no event have been less than 1.10; provided, however, that in the event that an 
Independent Consultant shall deliver a report to the Master Trustee to the effect that state or federal laws or 
regulations or administrative interpretations of such laws or regulations then in existence did not permit or by 
their application made it impracticable for the Obligated Issuers to produce the required ratio set forth above in 
clause (ii) of 1.10, then it shall be reduced to the highest practicable ratio permitted by such laws or regulations 
then in effect but in no event less than 1.00; provided further, however, that if the actual Debt Service 
Coverage Ratio for such period calculated as if such proposed Obligated Issuer had been included as an 
Obligated Issuer at the beginning of such period is 1.50 or more, the 90% test in (i) above shall not apply; 
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(b) Giving effect to the inclusion of the proposed Obligated Issuer at the beginning of the most 
recently completed Fiscal Year, the combined fund balances of the Obligated Group will not be less than 90% 
of the actual combined fund balances of the Obligated Group at that date; and 

 
(c) Giving effect to the inclusion of the proposed Obligated Issuer, no Event of Default would 

occur and be continuing under the Master Indenture or any Related Bond Indenture; and 
 
(d) The Corporation has approved the acceptance of the proposed Obligated Issuer. 
 
Upon any Person becoming an Obligated Issuer, (i) the Person shall be jointly and severally liable 

for the guaranty of principal and interest on all of the Outstanding Notes and (ii) the Person shall be required 
to perform the various covenants applicable to Obligated Issuers contained in the Master Indenture.  A 
Person becoming an Obligated Issuer shall remain an Obligated Issuer until such time as the Master 
Indenture shall be discharged or the Person is permitted to withdraw from the Obligated Group. 

 
Withdrawal of Obligated Issuers 
 
An Obligated Issuer may not withdraw from the terms of the Master Indenture and the obligation of 

such Obligated Issuer under the Master Indenture unless, in each case, the Obligated Issuer shall deliver to the 
Master Trustee and each Related Issuer a written instrument in the form of Withdrawal of an Obligated 
Issuer as provided in the Master Indenture.  In addition an Obligated Issuer may not withdraw unless the 
Corporation shall deliver to the Master Trustee an Officer's Certificate to the effect that: 

 
(a) Giving effect to the proposed withdrawal of the Obligated Issuer, as if such withdrawal had 

occurred at the beginning of the most recently completed Fiscal Year for which combined financial statements 
which have been reported upon by an independent certified public accountant are available, the Debt Service 
Coverage Ratio for that Fiscal Year (i) would not have been less than 90% of the actual Debt Service Coverage 
Ratio for such period, and (ii) would in no event have been less than 1.10; provided, however, that in the event 
that an Independent Consultant shall deliver a report to the Master Trustee to the effect that state or federal laws 
or regulations or administrative interpretations of such laws or regulations then in existence did not permit or by 
their application made it impracticable for the obligated Issuers to produce the required ratio set forth above in 
clause (ii) of 1.10, then  it  shall  be  reduced  to  the  highest  practicable  ratio  permitted  by  such  laws  or 
regulations then in effect but in no event less than 1.00; provided further, however, that if the actual Debt 
Service Coverage Ratio for such period calculated as if such withdrawal had occurred at the beginning of 
such period is 1.50 or more, the 90% test in (i) above shall not apply; and 

 
(b) Giving effect to the proposed withdrawal of the Obligated Issuer, no Event of Default would 

occur and be continuing under the Master Indenture or any Related Bond indenture; and 
 
(c) The Obligated Issuer proposing to withdraw has no series of Notes Outstanding or any such 

Note has been reissued or assumed by an Obligated Issuer which is not withdrawing in accordance with the 
provisions of the Master Indenture as if it were new Indebtedness and all applicable provisions of law pursuant 
to which the Note and any other Indebtedness secured by the Note and any Related Bonds were issued or 
incurred. 

 
Notes Issued Under the Master Indenture 
 
Members of the Obligated Group may issue notes under the Master Indenture to evidence or 

secure Indebtedness as permitted under the Master Indenture.  See "SUMMARY OF THE MASTER 
INDENTURE - Restrictions as to the Incurrence of Additional Indebtedness."  Each series of Notes issued 
under the Master Indenture will be created by a separate Supplemental Master Indenture and will be designated 
to differentiate the Notes of such series from the Notes of any other series.  All Notes issued under the 
Master Indenture are on a parity with each other, subject to any subordination provisions set forth in such 
series of Notes or in the Supplemental Master Indenture creating such series of Notes. 
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Payment on Notes 
 
Each Obligated Issuer agrees in the Master Indenture that it will pay the principal of, the premium, if 

any, and the interest on each Note issued by it on the dates, at the times and at the place and in the manner 
provided in such Note, the Supplemental Master Indenture relating thereto and the Master Indenture when and 
as the same become payable, whether at maturity, upon call for redemption, by acceleration of maturity or 
otherwise. Each Obligated Issuer jointly and severally guarantees the payment of any and all amounts payable 
under any Note issued under the Master Indenture if, for any reason said amount is not punctually paid by the 
applicable Obligated Issuer.  These agreements on the part of each Obligated Issuer shall be continuing, 
irrevocable, absolute and unconditional and shall remain in full force and effect until an Obligated Issuer 
shall withdraw, in which event they shall terminate only with respect to the withdrawing Obligated Issuer, or 
until the Master Indenture has been satisfied and discharged. 

 
Covenants as to Corporate Existence and Maintenance of Property 
 
The Corporation and each other Obligated Issuer, respectively, agrees in the Master Indenture to: 
 
(a) subject to the provisions described under the caption "Consolidation, Merger, Sale and 

Conveyance," preserve its corporate existence as a corporation and all its rights and licenses to the extent 
necessary or desirable in the operation of its business and affairs and be qualified to do business in each 
jurisdiction where its ownership of Property or the conduct of its business requires such qualification; 
provided, however, that nothing contained in this subparagraph shall be construed to obligate it to retain or 
preserve any of its rights or licenses no longer used or, in the judgment of its Governing Body, no longer useful 
in the conduct of its business and the absence of which would not materially impair the ability of the Obligated 
Issuers to meet their obligations under the Master Indenture; 

 
(b) at all times cause its Property to be maintained, preserved and kept in good repair, working 

order and condition and all needful and proper repairs renewals and replacements thereof to be made; provided, 
however, that nothing contained in this subparagraph shall be construed (i) to prevent it from ceasing to 
operate any portion of its Property, if in the judgment of its Governing Body it is advisable not to operate the 
same for the time being, or if it intends to sell or otherwise dispose of the same and within a reasonable time 
endeavors to effect such sale or other disposition, or (ii) to obligate it to retain, preserve, repair, renew or 
replace any Property, leases, rights, privileges or licenses no longer used or, in the judgment of its Governing 
Body, no longer useful in the conduct of its business and the absence of which would not materially impair 
the ability of the Obligated Issuers to meet their obligations under the Master Indenture; 

 
(c) conduct its affairs and carry on its business and operations in such manner as to comply 

with any and all applicable laws of the United States of America and the several states thereof and duly 
observe and conform to all valid orders, regulations or requirements' of any governmental authority relative to 
the conduct of its business and the ownership of its Property; provided, nevertheless, that nothing contained in 
this subparagraph shall require it to comply with, observe and conform to any such law, order, regulation or 
requirement of any governmental authority so long as the validity thereof shall be contested in good faith; 

 
(d) promptly pay all lawful taxes, governmental charges and assessments at any time levied or 

assessed and due upon or against it or its Property; provided, however, that it shall have the right to contest in 
good faith by appropriate proceedings any such taxes, charges or assessments or the collection of any such 
sums and pending such contest may delay or defer payment thereof and shall have the right to pay taxes in 
installments; and provided further that such contest shall not materially impair the ability of the Obligated 
Issuers to meet their obligations under the Master Indenture; 

 
(e) promptly pay or otherwise satisfy and discharge all of its obligations and Indebtedness 

(including, in addition to Indebtedness, Guaranties by any Obligated Issuer of Indebtedness of any other 
Obligated Issuer) and all demands and claims against it as and when the same become due and payable, 
other than any thereof (exclusive of the Notes issued and Outstanding under the Master Indenture and the 
obligations to make payments on those Notes) whose validity, amount or collectibility is being contested in 
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good faith by appropriate proceedings, so long as such contest shall not materially impair the ability of the 
Obligated Issuers to meet their obligations under the Master Indenture; 

 
(f) at all times comply with all terms, covenants and provisions contained in any Liens at 

such time existing upon its Property or any part thereof or securing any of its Indebtedness and pay or cause to 
be paid, or to be renewed, refunded or extended or to be taken up, by it, all of its Liens, as and when the same 
shall become due and payable; and maintain accreditation of its educational and health care facilities and 
maintain, if appropriate, the status of its educational and health care facilities as a provider of health care 
services eligible for reimbursement under the Medicare, Medicaid, commercial and equivalent insurance 
programs, including future federal programs; provided, however, that an Obligated Issuer need not comply with 
this provision if and to the extent that its Governing Body shall have determined in good faith, evidenced by a 
resolution of the Governing Body, that such compliance is no longer in the best interests of such Obligated 
Issuer and that lack of such compliance would not materially impair the ability of the Obligated Issuer to meet 
their obligations under the Master Indenture. 

 
Restrictions as to Creation of Liens 
 
The Corporation and each other Obligated Issuer, respectively, agrees in the Master Indenture that it 

will not create or suffer to be created or exist any Lien upon Property other than Excluded Property now 
owned or hereafter acquired by it (unless effective provision is made, in each instance and by the instrument 
creating such Lien, whereby each series of Notes issued and Outstanding under the Master Indenture is secured 
thereby equally and ratably with the Indebtedness to be issued under and secured by such Lien) (i) other 
than Permitted Encumbrances whenever created, all of which may be superior to the lien of the Master 
Indenture or any Lien securing the Notes and (ii) other than on Property conveyed in the ordinary course of 
business or as described in paragraphs (b) and (c) under the caption "Sale, Lease or Other Disposition of 
Property." 

 
Restrictions as to Incurrence of Additional Indebtedness 
 
The Corporation and each other Obligated Issuer, respectively, agrees in the Master Indenture that it 

will not incur any Additional Indebtedness, other than the following Additional Indebtedness, provided that 
no Additional Indebtedness shall be incurred or assumed at a time when there shall exist any Event of 
Default of the Corporation or such Obligated Issuer under the Master Indenture or under any Related Bond 
Indenture (unless such Additional Indebtedness is to be incurred to cure such Event of Default): 

 
(a) Long-Term Additional Indebtedness in the form of Notes or otherwise provided that the 

Corporation shall have delivered to the Master Trustee either: 
 

(i) Report on Historical Coverage.  An Officer's Certificate to the effect that for the 
most recently ended Fiscal Year for which audited financial statements are available the Debt 
Service Coverage Ratio was not less than 1.10 for all Outstanding Long- Term Indebtedness (exclusive 
of any Outstanding Long-Term Indebtedness which is to be refunded or redeemed with proceeds of 
the Indebtedness proposed to be incurred) and the Long-Term Indebtedness then proposed to be 
incurred; or 

 
(ii) Reports on Historical and Pro Forma Coverage. The following: 

 
(x) an Officer's Certificate to the effect that for the two most recently ended 

Fiscal Years for which audited financial statements are available the annual Debt Service 
Coverage Ratio was  not  less  than 1.10  for  all  Outstanding Long-Term Indebtedness 
(not including the Long-Term Indebtedness then proposed to be incurred); and 

 
(y) a report or opinion of an Independent Consultant (a "Consultant's Report") 

to the effect that the estimated annual Debt Service Coverage Ratio for each of the first two 
full Fiscal Years following the estimated completion of the acquisition, construction, 
renovation or replacement being paid for with the proceeds of such Additional 



 

 
C-17 

Indebtedness), will be not less than 1.10 for all Outstanding Long-Term Indebtedness after 
giving effect to the incurrence of such additional Long-Term Indebtedness and the 
application of the proceeds thereof; 

 
provided, however, that in the event that an Independent Consultant shall deliver a report to 
the Master Trustee to the effect that state or federal laws or regulations or administrative 
interpretations of, such laws or regulations then in existence do not permit or by their 
application make it impracticable for the Obligated Issuers to produce the required ratios 
set forth above, then such ratios shall be reduced to the highest practicable ratios then 
permitted by such laws or regulations but in no event less than 1.00. 

 
(b) Completion Indebtedness if there is delivered to the Master Trustee: (i) an Officer's 

Certificate stating that at the time the original Long-Term Indebtedness for the facilities to be completed 
was incurred, the Corporation or other Obligated Issuer had reason to believe that the proceeds of such 
Indebtedness together with other moneys then expected to be available would provide sufficient moneys for 
the completion of such facilities; (ii) a statement of an Independent Architect or an expert acceptable to the 
Master Trustee setting forth the amount estimated to be needed to complete the facilities; and (iii) an 
Officer's Certificate stating that the proceeds of such Completion Indebtedness to be  applied  to  the  
completion  of  the  facilities,  together  with  other  moneys  available therefor, will be in an amount not less 
than the amount set forth in the statement of an Independent Architect referred to in (ii). 

 
(c) Refunding Indebtedness, provided that, the requirements of subparagraph (a) above are 

satisfied or the Corporation has delivered an Accountant's Certificate to the Master Trustee certifying that the 
Maximum Annual Debt Service on all Long-Term Indebtedness will not be increased by more than 15% by 
such refunding. 

 
(d) Balloon Indebtedness without limit if the conditions set forth in clause (a) above are met 

when it is assumed that the Balloon Indebtedness is Long-Term Indebtedness maturing over a term equal to 
the lesser of (i) its maturity date or (ii) 20 years and such Balloon Indebtedness bears interest at the 
Projected Rate its actual maturity or 25 years, as determined by the Corporation or the Obligated Issuer 
incurring such Balloon Indebtedness, and such Balloon Indebtedness bears interest at the Projected Rate. 

 
(e) Put Indebtedness if (i) when the aggregate principal amount of the Put Indebtedness to 

be issued, together with the outstanding principal amount of Put Indebtedness already incurred, does not 
exceed 25% of the Revenues of the Corporation, its Consolidated Subsidiaries and the other Obligated 
Issuers for the most recent Fiscal Year for which combined financial statements reported upon by an 
independent certified public accountant are available and the conditions set forth in subparagraph (a) above 
are met when it is assumed that such Put Indebtedness is Long-Term Indebtedness which bears interest at the 
Projected Rate and is amortized on a level debt service basis over a twenty-year period over a term equal to its 
actual maturity or 25 years, as determined by the Corporation or the Obligated Issuer incurring such Put 
Indebtedness; or (ii) when the aggregate principal amount of the Put Indebtedness to be issued, together 
with the outstanding principal amount of Put Indebtedness already incurred, exceeds 20% of the Revenues of 
the Corporation, its Consolidated Subsidiaries and the other Obligated Issuers for the most recent Fiscal Year 
for which combined financial statements reported upon by an independent certified public accountant are 
available, (a) there is in effect at the time such Put Indebtedness is incurred a binding commitment by a 
financial institution generally regarded as responsible, which commitment provides for the amortization of 
Indebtedness incurred under such commitment over a term of at least 18 months commencing with the next 
succeeding Put Date to the Master Trustee, and which commitment and institution are acceptable to the Master 
Trustee, to provide financing sufficient to pay such Put Indebtedness on any Put Date occurring during the 
term of such commitment, and (b) the conditions set forth in subparagraph (a) above are met with respect to 
such Put Indebtedness when it is assumed that such Put Indebtedness is Long-Term Indebtedness which bears 
interest at the Projected Rate and is payable on a level debt service basis over a twenty-year period over a term 
equal to its actual maturity or 25 years, as determined by the Corporation or the Obligated Issuer incurring such 
Put Indebtedness commencing with the next succeeding Put Date. 

 
(f) Subordinated Indebtedness, provided that at the time of incurrence of such Subordinated 

Indebtedness the aggregate principal amount of such Subordinated Indebtedness together with the principal 
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amount of Subordinated Indebtedness incurred under the provisions of the Master Indenture summarized in 
this clause (f) and at the time outstanding does not exceed 25% of Revenues of the Corporation, its 
Consolidated Subsidiaries and the other Obligated Issuers for the most recent Fiscal Year for which 
audited financial statements are available. 

 
(g) Commitment Indebtedness without limit. 
 
(h) Guaranties given by Obligated Issuers to staff physicians or other professionals with respect 

to the maintenance of income levels of such physicians or other professionals as considered necessary by such 
Obligated Issuers to secure professional services. 

 
(i) Notes issued in connection with a merger or consolidation involving an Obligated Issuer 

and another Person or in connection with the admission of a Person as a member of the Obligated Group, 
provided that (i) such merger, consolidation or admission of a new Obligated Issuer is consummated in 
compliance with the provisions of the Master Indenture and (ii) the purpose of such Notes is to provide the 
holders of existing indebtedness or existing obligations of such Person with an equal and ratable Lien position 
under the Master Indenture with the holders of the Notes. 

 
(j) Any other Additional Indebtedness provided that at the time of incurrence of such 

Additional Indebtedness the aggregate of all such Additional Indebtedness does not exceed 25% of Revenues of 
the Corporation, its Consolidated Subsidiaries and the other Obligated Issuers for the most recent Fiscal Year 
for which audited financial statements are available and provided further that with respect to Short-Term 
Indebtedness, Secured or Unsecured, no such Short-Term Indebtedness shall be Outstanding for a thirty 
(30) day period during each Fiscal Year except for a principal amount thereof not exceeding the sum of 
5% of the Revenues of the Corporation, its Consolidated Subsidiaries and each other Obligated Issuer for 
the preceding Fiscal year plus an amount which the Corporation certifies in writing to the Master Trustee is 
attributable to Short-Term Indebtedness incurred to offset a temporary delay in the receipt of funds due from 
third party payors. 

 
Calculation of Debt Service 
 
The various calculations of the amount of Indebtedness of a Person, the amortization schedule of such 

Indebtedness and the Debt Service payable with respect to such Indebtedness for future periods required under 
certain provisions of the Master Indenture are to be made in a manner consistent with that described under the 
caption "Restrictions as to the Incurrence of Additional Indebtedness" above and under this heading.  The 
Projected Rate and other assumptions utilized with respect to Indebtedness at the time compliance with the 
provisions described under the caption "Restrictions as to the Incurrence of Additional Indebtedness" above 
was first calculated shall continue to be utilized for the calculation of Debt Service payable with respect to 
such Indebtedness for future periods unless a different Projected Rate shall have been established subsequently 
or unless the Indebtedness has been reclassified as provided in the Master Indenture. 

 
In determining the amount of Debt Service payable on Indebtedness in the course of the various 

calculations required under certain provisions of the Master Indenture, except as otherwise described 
under the caption "Restrictions as to the Incurrence of Additional Indebtedness" above with respect to interest 
rate assumptions, if the terms of the Indebtedness being considered are such that interest thereon for any 
future period of time is expressed to be calculated at a varying rate per annum, a formula rate or a fixed rate per 
annum based on a varying index, then for the purpose of making such determination of Debt Service, interest 
on such Indebtedness for such period (the "Determination Period") shall be computed by assuming that the 
rate of interest applicable to the Determination Period is equal to the greater of (i) the rate in effect on the 
date on which such calculation is made or (ii) the average annual rate of interest (calculated in the manner in 
which the rate of interest for the Determination Period is expressed to be calculated) that was or would 
have been in effect for the 12-month period immediately preceding the date on which such calculation is 
made; provided, however, that if such average annual rate of interest cannot be calculated for such entire 
12-month period but can be calculated for a shorter period, then the assumed interest rate under clause (ii) of 
this sentence for the Determination Period shall be the average annual rate of interest that was or would have 
been in effect for such shorter period. 
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The annual principal and interest payments on Long-Term Indebtedness arising from any 
Guaranty issued by any Obligated Issuer shall be deemed payable as follows: (i) if at any time since the 
commencement of the third full Fiscal Year immediately preceding the computation date, the obligee of 
the guaranteed indebtedness shall have demanded that the guarantor pay principal of or interest on the 
guaranteed indebtedness and if within thirty (30) calendar days of the guarantor's receipt of such 
demand the Corporation or any Obligated Issuer shall have failed to deliver to the Master Trustee an Opinion 
of Counsel to the effect that the guarantor is not legally obligated to honor such demand, then 100% of the 
annual principal and interest payments scheduled to become due on the guaranteed indebtedness; and (ii) 
otherwise, 20% of the annual principal and interest payments scheduled to become due on the guaranteed 
indebtedness in the period of determination. 

 
Balloon Indebtedness described in subparagraph (d) under the caption "Restrictions on the Incurrence 

of Additional Indebtedness" above shall be deemed payable in accordance with the assumptions set forth in said 
subparagraph (d). 

 
Put Indebtedness described in subparagraph (e) under the caption "Restrictions as to the Incurrence 

of Additional Indebtedness" above shall be deemed payable in accordance with the assumptions set forth in 
said subparagraph (e); provided that if the option of the holder to require that such Put Indebtedness be paid, 
purchased or redeemed prior to its stated maturity date has expired as of the date of calculation, such Put 
Indebtedness shall be deemed payable in accordance with its terms. 

 
Notes issued to secure Indebtedness permitted to be incurred as described under the caption of 

"Restrictions as to the Incurrence of Additional Indebtedness" shall not be treated as Additional 
Indebtedness. 

 
No debt service shall be deemed payable with respect to Commitment Indebtedness until such time as 

funding occurs under the commitment which gave rise to such Commitment Indebtedness, except to the extent 
that the terms of such Commitment Indebtedness are to be considered in determining the amortization 
schedule and debt service payable with respect to the Indebtedness supported by the commitment which gave 
rise to such Commitment Indebtedness.  From and after such funding, the amount of such debt service shall be 
calculated in accordance with the actual amount required to be repaid on such Commitment Indebtedness and 
the actual interest rate and amortization schedule applicable thereto, utilizing the various assumptions described 
above.  No Additional Indebtedness shall be deemed to arise when any funding occurs under any such 
commitment or any such commitment is renewed upon terms which provide for substantially the same terms 
of repayment of amounts disbursed pursuant to such commitment as obtained prior to such renewal. 

 
No Additional Indebtedness shall be deemed to arise when variable rate Indebtedness converts to 

fixed rate Indebtedness if such conversion is in accordance with the provisions applicable to such variable rate 
Indebtedness when it was initially incurred. In making any determination of or with regard to Debt Service 
under the Master Indenture, the Master Trustee may rely on such opinions or reports of Independent 
Consultants as it deems appropriate. 

 
The Corporation or any other Obligated Issuer may elect to have Indebtedness issued pursuant to one 

provision of the Master Indenture classified as having been incurred under another provision of the Master 
Indenture by demonstrating compliance with such other provision on the assumption that such Indebtedness is 
being reissued on the date of delivery of the materials required to be delivered under such other provision 
including the certification of any applicable Projected Rate.  From and after such demonstration, such 
Indebtedness shall be deemed to have been incurred under the provision with respect to which such 
compliance has been demonstrated until any subsequent reclassification of such Indebtedness. 

 
If the Corporation or any Obligated Issuer shall enter into a Qualified Swap Agreement with a Swap 

Provider requiring the Corporation or any Obligated Issuer to pay a fixed interest rate on a notional amount, or 
requiring the Corporation or any Obligated Issuer to pay a variable interest rate on a notional amount, and 
the Corporation or any Obligated Issuer has made a determination that such Qualified Swap Agreement was 
entered into for the purpose of providing substitute interest payments (or portion thereof) for Indebtedness of 
a particular maturity or maturities in a principal amount equal to the notional amount of the Qualified Swap 
Agreement, then during the term of the Qualified Swap Agreement and so long as the Swap Provider under 
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such Qualified Swap Agreement is not in default under such Qualified Swap Agreement, then, for purposes of 
any calculation of Debt Service, the interest rate (or portion thereof) on the Indebtedness of such maturity 
or maturities shall be determined as if such Indebtedness bore interest at the fixed interest rate or the variable 
interest rate, as the case may be, payable by the Corporation or any Obligated Issuer after giving effect to such 
Qualified Swap Agreement. Any obligations under the Qualified Swap Agreement, whether or not secured by a 
Note, shall not be separately included in any calculation of Debt Service payable on Indebtedness.  No 
Additional Indebtedness shall be deemed to arise when a Qualified Swap Agreement is entered into or 
terminated with respect to any Indebtedness. 

 
Debt Service Coverage Ratio 
 
The Corporation and each other Obligated Issuer agrees in the Master Indenture that it will set 

rates and charges for its services such that the Debt Service Coverage Ratio, calculated at the end of each 
Fiscal Year, will not be less than 1.10.  If the Debt Service Coverage Ratio, as calculated at the end of any 
Fiscal Year, is below 1.10, the Corporation shall retain an Independent Consultant to make recommendations 
to increase the Debt Service Coverage Ratio for subsequent Fiscal Years to at least 1.10, provided, 
however, that in the event that an Independent Consultant shall deliver a report to the Master Trustee to the 
effect that state or federal laws or regulations or administrative interpretations of such laws or regulations 
then in existence do not permit or by their application make it impracticable for the Obligated Group to 
produce the required Debt Service Coverage Ratio of 1.10, then it shall be reduced to the highest practicable 
ratio permitted by the laws or regulations then in effect but in no event less than 1.00.  The Corporation and 
each other Obligated Issuer, respectively, agrees in the Master Indenture that it will follow the 
recommendations of the Independent Consultant.  So long as the Corporation shall retain an Independent 
Consultant and the Corporation and each other Obligated Issuer shall follow such Independent 
Consultant's recommendations to the extent feasible, and so long as the Debt Service Coverage Ratio for each 
Fiscal Year is in no event less than 1.00, this provision of the Master Indenture shall be deemed to have been 
complied with for such Fiscal Year even if the Debt Service Coverage Ratio is below 1.10, and such 
circumstances will not constitute an Event of Default.  If, however, the Debt Service Coverage Ratio for any 
Fiscal Year is less than 1.00, such occurrence will constitute an Event of Default Notwithstanding the foregoing, 
it shall not be deemed an Event of Default if the Debt Service Coverage Ratio is less than 1.00; provided, 
however, that no Additional Indebtedness shall be incurred or assumed if the Debt Service Coverage Ratio is 
less than 1.00. 

 
Sale, Lease or Other Disposition of Property; Certain Liens 
 
(a) The Corporation and each other Obligated Issuer, respectively, agrees in the Master Indenture 

that, except as provided under the caption "Consolidation, Merger, Sale or Conveyance," it will not sell, 
lease or otherwise dispose of any of its Property, other than Excluded Property, except in the ordinary course 
of business, except to another Obligated Issuer or except as described in subparagraphs (b) or (c) under 
this heading, unless the Corporation shall certify to the Master Trustee in an Officer's Certificate that: (i) in 
the judgment of the Corporation and each other Obligated Issuer which is the owner of such Property such 
Property has, or within the next succeeding 24 calendar months is reasonably expected to, become inadequate, 
obsolete, worn out, unsuitable, undesirable or unnecessary, provided the sale, lease, removal or other 
disposition thereof will not materially impair the structural soundness, efficiency or economic value of its 
remaining Property; or (ii) assuming for purposes of calculating Revenues, Total Expenses and Indebtedness 
that such transaction had occurred immediately prior to the commencement of the two most recent Fiscal 
Years prior to the transaction date for which audited financial statements are available either:  (A) the pro-
forma Debt Service Coverage Ratio for each such Fiscal Year is not less than the actual Debt Service 
Coverage Ratio for such Fiscal Year or (B) the condition described subparagraph (a)(ii) under the caption 
"Restrictions as to the Incurrence of Additional Indebtedness" would be met for the incurrence of one 
dollar of Long-Term Additional Indebtedness. 

 
(b) The Corporation or any other Obligated Issuer may sell, lease or otherwise dispose of its 

Property in arm's length transactions for fair market value (other than in the ordinary course of business). 
 
(c) In addition to (a) and (b) under this caption and Liens permitted under the Master  

Indenture, the Corporation or any other Obligated Issuer may sell, lease or otherwise dispose of its Property 
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(other than in the ordinary course of business), without satisfying the conditions that must be certified pursuant 
to (a) above, and may subject its Property to Liens if such Property is sold, leased or otherwise disposed of or 
subjected to a Lien pursuant to this (c) and the aggregate Book Value of the Property sold, leased or 
otherwise disposed of as described in this (c) in the current and two prior Fiscal Years does not exceed the sum 
of 15% of the Book Value of Net Plant, Property and Equipment of the Corporation, its Consolidated 
Subsidiaries and each other Obligated Issuer as of the beginning of the first preceding Fiscal Year for which 
audited financial statements of the Obligated Group are available. 

 
Consolidation, Merger, Sale or Conveyance 
 

(a) The Corporation and each other Obligated Issuer, respectively, covenants that it will not 
merge or consolidate with any other corporation not an Obligated Issuer or sell or convey all or substantially 
all of its assets to any Person not an Obligated Issuer unless (i) either (A) such Obligated Issuer shall be 
the surviving corporation, or (B) the successor corporation (if other than such Obligated Issuer) shall be a 
corporation organized and existing under the laws of the United States of America or a state thereof and 
such corporation shall expressly assume in writing all of the obligations of such Obligated Issuer to pay 
principal of and interest on the Notes issued under the Master Indenture, and the due and punctual performance 
and observance of all of the covenants and conditions of the Master Indenture to be performed or observed by 
such Obligated Issuer by a Supplemental Master Indenture satisfactory to the Master Trustee, executed and 
delivered to the Master Trustee by such corporation; (ii) the Corporation or such other Obligated Issuer 
shall have furnished to the Master Trustee an Opinion of Bond Counsel that such merger, consolidation, sale or 
conveyance does not adversely affect the validity or enforceability of, or the consequences under the Code of 
the receipt of interest payable on, any issue of Related Bonds then outstanding; (iii) the combined fund 
balances of the Obligated Group immediately  after  such  merger or consolidation or such sale or 
conveyance will not be less than 90% of the combined fund balances of such Obligated Issuer prior to such 
merger or consolidation or such sale or conveyance; (iv) immediately after giving effect to such merger or 
consolidation, or such sale or conveyance, no Event of Default would have happened and be continuing; and (v) 
assuming for purposes of calculating Revenues, expenses and Indebtedness that such transaction had occurred 
immediately prior to the commencement of the two most recent Fiscal Years preceding the transaction date for 
which audited financial statements are available, the conditions described in subparagraph (a)(2)(ii) under the 
caption "Restrictions as to the Incurrence of Additional Indebtedness" would be met for the incurrence of 
one dollar of Long-Term Additional Indebtedness. 

 
(b) In case of any such consolidation, merger, sale or conveyance and upon any such assumption 

by the successor corporation, such successor corporation shall succeed to and be substituted for such Obligated 
Issuer, with the same effect as if it had been named in the Master Indenture as the Corporation or another 
Obligated Issuer, as the case may be. Such successor corporation thereupon may cause to be signed, and may 
issue in its own name, Notes issuable under the Master Indenture; and upon the order of such successor 
corporation, instead of such Obligated Issuer, and subject to all the terms, conditions and limitations in the 
Master Indenture prescribed, the Master Trustee shall authenticate and shall deliver Notes that such successor 
corporation shall have caused to be signed and delivered to the Master Trustee.  All Outstanding Notes so 
issued by such successor corporation under the Master Indenture shall in all respects have the same legal rank 
and benefit under the Master Indenture as Notes theretofore or thereafter issued in accordance with the terms 
of the Master Indenture as though all of such Notes had been issued under the Master Indenture at the date of 
the execution of the Master Indenture. 

 
(c) In case of any such consolidation, merger, sale or conveyance such changes in phraseology 

and form (but not in substance) may be made in Notes thereafter to be issued as may be appropriate. 
 
(d) The Master Trustee, subject to the provisions of the Master Indenture, may receive an 

Opinion of Counsel as conclusive evidence that any such consolidation, merger, sale or conveyance, and any 
such assumption, complies with the provisions described under this heading and that it is proper for the 
Master Trustee under the provisions of the Master Indenture to join in the execution of the Supplemental 
Master Indenture described under this heading. 

 
(e) Any corporation which controls the Corporation (the "New Parent") may assume all 

obligations, rights and duties and succeed to all interests of the Corporation under the Master Indenture, 
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and upon completion of such assumption will be the "Corporation" thereunder if (i) there shall be filed with 
the Master Trustee (1) a resolution of the Governing Body of the New Parent agreeing to assume all 
obligations, rights and duties of the Corporation under the Master Indenture, approving the form of and 
authorizing the execution of the document mentioned in clause (2) below, (2) a document, in the form and 
substance satisfactory to the Master Trustee, executed by the Corporation and the New Parent evidencing such 
assumption, (3) an Opinion of Bond Counsel, in form and substance satisfactory to the Master Trustee to the 
effect that such assumption will not adversely affect the exemption from federal income taxation of interest 
payable on any Related Bond and (4) an Officer's Certificate certifying compliance with the requirements of  
the Master Indenture summarized under this heading and (ii) the requirements of subsections (a) through (d) 
above shall have been met to the same extent as if the New Parent and the Corporation had merged. 

 
Insurance 
 
Subject to their rights to enter into a program of self-insurance as described below, the Corporation 

and each other Obligated Issuer, respectively, agrees in the Master Indenture that it will maintain, or cause to 
be maintained, insurance covering such risks and in such amounts as, in its judgment, is adequate to 
protect it and its Properties and operations.  The insurance or self-insurance program required to be 
maintained pursuant to the Master Indenture shall be subject to the review of an Independent Insurance 
Consultant not less frequently than once every two years with respect to insurance other than self- 
insurance and every year with respect to self-insurance and the Corporation and each other Obligated Issuer, 
respectively, agrees in the Master Indenture that it will follow any recommendations of the Independent 
Insurance Consultant.  In order to establish compliance with the insurance requirements contained in the 
Master Indenture, the Corporation and each other Obligated Issuer, respectively, agrees in the Master Indenture 
that it will deliver or cause to be delivered to the Master Trustee not less frequently than once every two years 
with respect to insurance other than self-insurance and once every year with respect to self-insurance, on or 
prior to a date designated by it upon reasonable prior notice to the Master Trustee, a report of the Independent 
Insurance Consultant setting forth a description of the insurance maintained, or caused to be maintained, by 
such Obligated Issuer and then in effect and stating whether, in the opinion of the Independent Insurance 
Consultant, such insurance and any reduction or elimination of the amount of any insurance coverage during 
the period covered by such report complies with the requirements of the Master Indenture and adequately 
protects such Obligated Issuer and its Properties and operations.  Such report shall also set forth any 
recommendations of the Independent Insurance Consultant as to additional insurance, if any, reasonably 
required (during the period preceding the next such report) for the protection referred to under this heading in 
light of available insurance coverage in the health care industry (or other industry applicable to an Obligated 
Issuer). 

 
If the Corporation or any other Obligated Issuer obtains any of the following types of insurance, 

whether from an Insurance Subsidiary or other insurer, it must secure the concurrence of an Independent 
Insurance Consultant before it may materially reduce or eliminate the amount of its insurance coverage for  
the following types of insurance: (i) comprehensive general public liability insurance, including product 
liability, blanket contractual liability and automobile insurance including owned, non-owned and hired 
automobiles (excluding collision and comprehensive coverage thereon), (ii) professional liability or medical 
malpractice insurance, (iii) worker's compensation insurance and (iv) boiler insurance. 

 
In making its decision whether to concur in such reductions or eliminations, the Independent 

Insurance Consultant shall make an estimate of the added financial risk, if any, assumed by the Corporation 
or the Obligated Issuer, as the case may be, as a result of the lower or amended coverage; it shall consider the 
availability of commercial insurance, the terms upon which such insurance is available and the cost of such 
available insurance, and the effect of such terms and such cost upon such Obligated Issuer and charges for its 
services; and it shall determine whether the additional financial risk, if any, being assumed by such Obligated 
Issuer, is prudent in light of the savings to be realized from lowered insurance premiums or in light of the 
general availability of such coverage. 

 
Before the Corporation or any other Obligated Issuer may enter into a program of self-insurance 

against any particular risk for which it is not on the date of the Master Indenture self-insuring, it must receive 
a certificate from an Independent Insurance Consultant to the effect that adequate reserves for such insurance 
program are deposited and maintained with an independent corporate trustee if recommended by the 
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Independent Insurance Consultant.  The Corporation and each other Obligated Issuer agrees in the Master 
Indenture that its casualty insurance will be provided by a contract of insurance issued by an insurer 
licensed by the Commissioner of Insurance of the State of Wisconsin and not by self-insurance. 

 
Damage, Destruction and Condemnation 
 
In the event of damage, destruction or condemnation of Property of the Obligated Issuers which 

results in the receipt by one or more Obligated Issuers of proceeds of insurance or condemnation awards, in 
any instance, in excess of 5% of the combined fund balances of the Obligated Issuers at the end of the 
most recent Fiscal Year for which audited financial statements are available, such proceeds shall be deposited 
with the Master Trustee and shall be used, at the option of the Obligated Issuers, to repair, reconstruct and 
restore the Property involved or to make other capital improvements to revenue producing facilities of one or 
more Obligated Issuers or to prepay Outstanding Notes selected by the Corporation or a combination of the 
two. 

 
Substitution of Notes 
 
Each Noteholder will surrender the Notes which it holds to the Obligated Issuer upon presentation to 

the Trustee of the following: 
 
(a) an original executed counterpart of a master trust indenture (the "New Master Indenture") 

executed by the Corporation, any Obligated Issuer and any other parties named therein, directly or indirectly, as 
an obligor thereunder (collectively, the "New Credit Group") and the Trustee or other trustee (the "New Master 
Trustee") pursuant to the Master Indenture; 

 
(b) an original replacement note or notes or similar obligation or obligations issued by or on 

behalf of the Corporation or other Obligated Issuer (the "Replacement Notes") under and secured by the New 
Master Indenture, which Replacement Notes have been duly authenticated by the New Master Trustee under the 
terms of the New Master Indenture; 
 

(c) an Opinion of Counsel addressed to the Trustee (in form and substance acceptable to the 
addressees thereof) to the effect that:  
 

(1) the New Master Indenture has been duly authorized, executed and delivered by the 
New Credit Group; the Replacement Notes have been duly authorized, executed and delivered by or on 
behalf of the Corporation or other Obligated Issuer; and the New Master Indenture and the 
Replacement Notes are each a legal, valid and binding obligation of the New Credit Group enforceable 
in accordance with their terms, subject to customary exceptions for bankruptcy, insolvency and other 
laws affecting enforcement of creditors’ rights and application of general principles of equity;  

 
(2) all requirements and conditions to the issuance of the Replacement Notes set forth in 

the New Master Indenture have been complied with and satisfied; and  
 
(3) registration of the Replacement Notes under the Securities Act of 1933, as amended, 

is not required; and 
 

(d) an Opinion of Bond Counsel (which counsel and opinion, including the scope, form, 
substance and other aspects thereof, are acceptable to the addressees thereof and which opinion may be based 
upon a ruling or rulings of the Internal Revenue Service) to the effect that the surrender of the Notes and the 
acceptance by the Noteholders of the Replacement Notes will not adversely affect the validity of the Related 
Bonds or any exemption for the purposes of federal income taxation to which interest on the Related Bonds 
would otherwise be entitled. 
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Accounting Terms and Determinations 
 
Unless otherwise specified in the Master Indenture, all accounting terms used in the Master Indenture 

shall be interpreted, all accounting determinations hereunder shall be made, and all financial statements required 
to be delivered thereunder shall be prepared, in accordance with generally accepted accounting principles 
("GAAP").  If, after the date of the Series 2016 Supplement, there shall occur any changes in GAAP from those 
used in the preparation of the financial statements referred to in the Master Indenture and such change shall 
result in a change in the method of calculation of any financial covenant, standard or term found in the Master 
Indenture including, without limitation, a recharacterization of operating leases to the effect that certain 
operating leases are to be treated as capital leases, the Corporation shall negotiate in good faith to amend such 
covenants, standards, and terms so as equitably to reflect such change in accounting principles, with the desired 
result being that the criteria for evaluating the financial condition of the Obligated Group shall be the same as if 
such change had not been made.  Until any such covenant, standard, or term is amended in accordance with this 
paragraph, financial covenants shall be computed and determined in accordance with GAAP in effect prior to 
such change in accounting principles at the option of the Corporation. 

 
Events of Default 
 
The following are Events of Default under the Master Indenture: 
 
(a) There shall be a failure to make any payment of the principal of, the premium, if any, 

and interest on any Notes issued and Outstanding under the Master Indenture when and as the same shall 
become due and payable, whether at maturity, by acceleration or otherwise, in accordance with the terms 
thereof, of the Master Indenture and any Supplemental Master Indenture; or 

 
(b) subject to force majeure (as defined below), the Corporation or any other Obligated Issuer 

shall fail duly to observe or perform any covenant or agreement on its part contained in the Master Indenture or 
any Supplemental Master Indenture (other than a failure of the Corporation or any other Obligated Issuer to 
make a payment required under the Master Indenture that would result in a default described in (a) above) for 
a period of 60 days after the date on which written notice of such failure, requiring the same to be 
remedied, shall have been given to the Corporation and the other Obligated Issuers by the Master Trustee, or 
to the Corporation, the other Obligated Issuers and the Master Trustee by the Holders of at least 25% in 
aggregate principal amount of Notes then Outstanding except that, if such failure can be remedied but not 
within such 60 day period, such failure shall not become an Event of Default for so long as the Corporation 
and the other Obligated Issuers shall diligently proceed to remedy same in accordance with and subject to any 
directions or limitations of time established by the Master Trustee; or 

 
(c) the Corporation or any other Obligated Issuer shall default in the payment of any 

Indebtedness for borrowed money (other than Notes issued and Outstanding under the Master Indenture), 
whether such Indebtedness now exists or shall hereafter be created, and any period of grace with respect 
thereto shall have expired, or an event of default as defined in any Lien, indenture, loan agreement, 
reimbursement agreement or instrument, under which there may be issued, or by which there may be 
secured or evidenced, any Indebtedness, whether such Indebtedness now exists or shall hereafter be 
created, shall occur, which default in payment or event of default shall result in such Indebtedness becoming or 
being declared due and payable prior to the date on which it would otherwise become due and payable, 
provided, however, that such default shall not constitute an Event of Default within the meaning of the 
Master Indenture if within the time allowed for service of a responsive pleading in any proceeding to 
enforce payment of the Indebtedness under the laws of the state having jurisdiction or other laws governing 
such proceeding (i) the Obligated Issuers in good faith commence proceedings to contest the existence or 
payment of such Indebtedness, and (ii) sufficient moneys are escrowed with a bank or trust company for the 
payment of such Indebtedness; or 

 
(d) (i) without the consent of the Corporation or any other Obligated Issuer, a decree or order 

by a court having jurisdiction in the premises shall have been entered adjudging the Corporation or any other 
Obligated Issuer a bankrupt or insolvent, or approving as properly filed a petition seeking reorganization or 
arrangement of the Corporation or any other Obligated Issuer under the Federal Bankruptcy Code or any other 
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similar applicable federal or state law, and such decree or order shall have continued undischarged and 
unstayed for a period of 90 days; or, without the consent of the Corporation or any other Obligated Issuer, a 
decree or order of a court having jurisdiction in the premises for the appointment of a receiver or trustee or 
assignee in bankruptcy or insolvency of the Corporation or any other Obligated Issuer or of its Property, or 
for the winding up or liquidation of its affairs, shall have been entered and such decree or order shall have 
remained in force undischarged and unstayed for a period of 90 days and (ii) the Obligated Issuers other than 
the one subject to such decree or order described above shall have failed to deposit with the Master Trustee 
within 15 calendar days of their receipt of written notice from the Master Trustee that an event described in 
this (d) has occurred, either (A) an amount sufficient to pay in full all Notes of such Obligated Issuer or 
(B) if acceptable to the Master Trustee in its sole discretion, and then only under such terms and conditions as 
the Master Trustee in its sole discretion shall prescribe, a Note or Notes executed by one or more other 
Obligated Issuers in substitution for the Note or Notes of such Obligated Issuer; or 

 
(e) (i) the Corporation or any other Obligated Issuer shall institute proceedings to be adjudicated 

a voluntary bankrupt, or shall consent to the institution of a bankruptcy proceeding against it, or shall file 'a 
petition or answer or consent seeking reorganization or arrangement under the Federal Bankruptcy Code or any 
other similar applicable federal or, state law, or shall consent to the filing of any such petition, or shall consent 
to the appointment of a receiver or trustee or assignee in bankruptcy or insolvency of it or of its Property, or 
shall make assignment for the benefit of creditors, or shall admit in writing its inability to pay its debts 
generally as they become due, or corporate action shall be taken by the Corporation or any other Obligated 
Issuer in furtherance of any of the aforesaid purposes and (ii) the Obligated Issuers (other than those 
subject to such proceedings described above shall have failed to deposit with the Master Trustee within 15 
calendar days of their receipt of written notice from the Master Trustee that an event described in this section 
(e) has occurred, either (A) an amount sufficient to pay in full all Notes of such Obligated Issuer or (B) 
if acceptable to the Master Trustee in its sole discretion, and then only under such terms and conditions as the 
Master Trustee in its sole discretion shall prescribe, a Note or Notes executed by one or more other Obligated 
Issuers in substitution for the Note or Notes of such Obligated Issuer. 

 
The provisions of (b) above are subject to the following limitations:  If by reason of force majeure, any 

Obligated Issuer is unable in whole or in part to carry out its agreements on its part contained in the Master 
Indenture, such Obligated Issuer shall not be deemed in default during the continuance of such disability.  
The term "force majeure" includes the following: acts of God; strikes; lockouts or other employee 
disturbances; acts of public enemies; orders of any kind of the government of the United States of America, the 
state or states in which such Obligated Issuer is doing business, or any of their departments, agencies, political 
subdivisions or officials, or any civil or military authority; insurrections; riots; epidemics; storms; floods; 
washouts; droughts; civil disturbances; explosions, breakage or accident to machinery, transmission pipes 
or canals; partial or entire failure of utilities; or similar acts or events other than financial not within the control 
of the Obligated Issuer. 

 
Remedies Upon the Occurrence of an Event of Default 
 
Upon the occurrence of an Event of Default, then and in each and every such case, unless the 

principal of Notes shall have already become due and payable, the Master Trustee may, and if requested 
by the Holders of not less than 25% in aggregate principal amount of all Notes then Outstanding, the Master 
Trustee shall, by notice in writing to the Obligated  Issuers declare the principal of all such Notes to be due 
and  payable immediately, and upon any such declaration the same shall become and shall be immediately due 
and payable, anything in the Master Indenture or in such Notes contained to the contrary notwithstanding.  In 
such event, there shall be due and payable on the Notes an amount equal to the aggregate principal amount of 
all such Notes, plus all interest accrued thereon and, to the extent permitted by applicable law, interest on such 
principal and interest to the date of payment.  This provision, however, is subject to the condition that if, at 
any time after the principal of all Notes shall have been so declared due and payable, and before any 
judgment or decree for the payment of the moneys due shall have been obtained or entered as provided in the 
Master Indenture, the Obligated Issuers shall pay or shall deposit with the Master Trustee a sum sufficient to 
pay all matured installments of interest upon all such Notes and the principal and premium, if any, of all such 
Notes that shall have become due otherwise than by acceleration (with interest on overdue installments of 
interest and on such principal and premium, if any, at the respective rates borne by such Notes to the date of 
such payment or deposit) and the expenses of the Master Trustee, and any and all Events of Default under the 
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Master Indenture, other than the nonpayment of principal of and accrued interest on such Notes that shall 
have become due by acceleration, shall have been remedied then and in every such case the Holders of a 
majority in aggregate principal amount of all Notes then Outstanding, by written notice to the Obligated 
Issuers and to the Master Trustee, may waive such Events of Default and rescind and annul such declaration 
and its consequences; but no such waiver or rescission and annulment shall extend to or affect any subsequent 
Event of Default, or shall impair any right consequent thereon. 

 
The Master Trustee, in its own name and as trustee of an express trust shall be entitled and 

empowered to institute any actions or proceedings at law or in equity for the collection of the sums so due and 
unpaid and, in addition thereto, such further amount as shall be sufficient to cover the costs and expenses of 
collection, including a reasonable compensation to the Master Trustee, its agents, attorneys and counsel, and 
any expenses incurred by the Master Trustee other than as a result of its negligence or bad faith.  The 
Master Trustee may prosecute any such action or proceedings to judgment or final decree, and may enforce 
any such judgment or final decree against the Corporation and each other Obligated Issuer, and collect in the 
manner provided by law out of the Property of the Corporation and each other Obligated Issuer, wherever 
situated, the moneys adjudged or decreed to be payable.  The Master Trustee, upon the bringing of any action 
or proceeding at law or in equity under the Master Indenture as a matter of right, without notice and 
without giving bond to the Corporation or any other Obligated Issuer, may, to the extent permitted by law, 
have a receiver appointed for all of the Property of the Corporation and each other Obligated Issuer pending 
such action or proceeding with such powers as the court making such appointment shall confer. 

 
In addition, immediately upon the occurrence of an Event of Default described in paragraph (a) under 

the heading "Events of Default," the Corporation and each other Obligated Issuer shall deposit all of 
their respective Pledged Revenues with the Master Trustee daily until the arrears which caused the Event of 
Default are satisfied.  At the discretion of the Master Trustee, all or any portion of such Pledged 
Revenues may be released to the Corporation and each other Obligated Issuer to pay the expenses of 
operating their respective Facilities. 

 
Upon the occurrence and continuance of any Event of Default summarized in paragraphs (a) through 

(e) under the heading "Events of Default," the Master Trustee may, and upon the written request of the 
Holders of not less than 25% in aggregate principal amount of the Notes then Outstanding, together with 
indemnification of the Master Trustee to its satisfaction therefor, shall proceed forthwith to protect and enforce 
its rights and the rights of the Holders under the Master Indenture by such suits, actions or proceedings as 
the Master Trustee, being advised by counsel, shall deem expedient, including but not limited to:  (i) 
enforcement of the rights of the Holders to collect and enforce the payment of amounts due or becoming due 
under the Notes and the Master Indenture, including the joint and several liability of the Obligated Issuers for 
the guaranty of principal and interest on Outstanding Notes; (ii) suit upon all or any part of the Notes; 
(iii) civil action to require any Person holding moneys, documents or other Property pledged to secure payment 
of amounts due or to become due on the Notes to account as if it were the trustee of an express trust for the 
Noteholders; (iv) civil action to enjoin any acts or things which may be unlawful or in violation of the rights of 
the Noteholders and to compel the performance of any action required under the Master Indenture; (v) upon 
bringing any such suit or other proceeding, as a matter of right and without notice or giving bond, to the extent 
permitted by law, have a receiver appointed of all or any part of the Property of any Obligated Issuer pending 
such suit or other proceeding with such powers as the court making such appointment shall confer; and (vi) 
enforcement of any other rights or remedy of the Noteholders conferred by law or equity or by the Master 
Indenture or any Lien that secures any obligation incurred pursuant to the Master Indenture. 

 
Regardless of the happening of an Event of Default, the Master Trustee may, and if requested in 

writing by the Holders of not less than 25% in aggregate principal amount of the Notes then Outstanding, 
shall, upon being indemnified to its satisfaction therefore, institute and maintain such suits and proceedings as it 
may be advised shall be necessary or expedient (i) to prevent any impairment of the security under the Master 
Indenture by any acts which may be unlawful or in violation under the Master Indenture, or (ii) to preserve or 
protect the interests of the Noteholders, provided that such request and the action to be taken by the Master 
Trustee are not in conflict with any applicable law or the provisions of the Master Indenture and, in the sole 
judgment of the Master Trustee, not unduly prejudicial to the interest of the Noteholders not making such 
request. 
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Application of Moneys Collected 
 
Any amounts collected by the Master Trustee during the continuance of an Event of Default shall be 

applied, for the equal and ratable benefit of the holders of Notes of all series then due and payable by 
acceleration or otherwise in the order, following, at the date or dates fixed by the Master Trustee for the 
distribution of such moneys, upon presentation of such Notes and stamping thereon the payment, if only 
partially paid, and upon surrender thereof if fully paid: 

 
(a) to the payment of costs and expenses of collection, and any fees, expenses and 

indemnification payments due to the Master Trustee; 
 
(b) unless the principal of all of the Notes shall have become or shall have been declared due and 

payable, all such moneys shall be applied in the following order: 
 

First:  to the payment to the persons entitled thereto of all installments of interest then due 
and payable in the order in which such installments shall have become due and payable and, if the 
amount available shall not be sufficient to pay in full any particular installment, then to the 
payment, ratably, according to the amounts due on such installment, to the persons entitled thereto, 
without any discrimination or preference except as to any difference in the respective rates of interest 
specified in the Notes; and 
 

Second:  to the payment to the persons entitled thereto of the unpaid principal of any of 
the Notes which shall have become due and payable (other than Notes previously called for 
redemption for the payment of which moneys are held pursuant to the provisions of the Master 
Indenture) in the order of their due dates, and, if the amount available shall not be sufficient to pay 
in full principal of the Notes due and payable on any particular date, then to the payment of the 
principal, ratably, according to the amount of the principal due on that date, to the persons entitled 
thereto without any discrimination or preference; and 
 
(c) if the principal of all the Notes shall have become or shall have been declared due 

and payable, moneys shall be applied to the payment of the principal and interest then due and unpaid upon 
the Notes, (other than for Notes previously called for redemption for the payment of which moneys are held 
pursuant to the provisions of the Master Indenture) without preference or priority of principal over interest 
or of interest over principal, or of any installment of interest over any other installment of interest, or of any 
Note over any other Note, ratably, according to the amounts due respectively for principal and interest, to the 
persons entitled thereto without any discrimination or preference except as to any differences in the respective 
rates of interest specified in the Notes; and 

 
(d) to the payment of the remainder, if any, to the Obligated Issuers, their successors or assigns, 

or to whomsoever may be lawfully entitled to receive the same, or as, a court of competent jurisdiction may 
direct. 

 
Suit by Noteholders 
 
Unless otherwise provided in the applicable Supplemental Master Indenture, no Noteholder shall have 

any right by virtue of any provision of the Master Indenture to institute any suit, action or proceeding in equity 
or at law upon or under or with respect to the Master Indenture or for the appointment of a receiver or trustee, 
or any other remedy under the Master Indenture, unless such Noteholder previously shall have given to the 
Master Trustee written notice of default and of the continuance thereof, as provided under the Master 
Indenture, and unless also the Holders of not less than 25% in aggregate principal amount of all series of 
Notes then Outstanding shall have made written request upon the Master Trustee to institute such action, 
suit or proceeding in its own name as Master Trustee under the Master Indenture and shall have offered to 
the Master Trustee such reasonable indemnity as it may require against the costs, expenses and liabilities to be 
incurred therein or thereby, and the Master Trustee, for thirty days after its receipt of such notice, request and 
offer of indemnity, shall have neglected or refused to institute any such action, suit or proceeding and no 
direction inconsistent with such written request shall have been given to the Master Trustee; it being understood 
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and intended, and being expressly covenanted by the taker and Holder of a Note with every other taker and 
Holder of a Note and the Master Trustee, that no one or more Noteholders shall have any right in any 
manner whatever by virtue or by availing of any provision of the Master Indenture to affect, disturb or 
prejudice the rights of any other Noteholders or to obtain or seek to obtain priority over or preference to any 
other such Noteholder, or to enforce any right under the Master Indenture, except in the manner provided in the 
Master Indenture and for the equal, ratable and common benefit of all Noteholders.  For the protection and 
enforcement of the provisions of the Master Indenture summarized under this caption, each and every 
Noteholder and the Master Trustee shall be entitled to such relief as can be given either at law or in equity. 

 
Direction of Proceedings 
 
The Holders of a majority in aggregate principal amount of Notes then Outstanding shall have the right 

to direct the time, method, and place of conducting any proceeding for any remedy available to the Master 
Trustee, or exercising any trust or power conferred on the Master Trustee; provided, however, that the Master 
Trustee shall have the right to decline to follow any such direction if the Master Trustee, being advised by 
counsel, determines that the action so directed may not lawfully be taken, or if the Master Trustee in good faith 
shall, by a Responsible Officer or Officers of the Master Trustee, determine that the proceedings so directed 
would be illegal or involve it in personal liability, and provided further that nothing in the Master Indenture 
shall impair the right of the Master Trustee in its discretion to take any action deemed proper by the Master 
Trustee and which is not inconsistent with such direction by the Noteholders. 

 
Waiver of Events of Default 
 
Prior to the declaration of the maturity of Notes, the Holders of a majority in aggregate principal 

amount of Notes then Outstanding may on behalf of the Holders of all Notes waive any past Event of Default 
and its consequences, except a default in the payment of the principal of or interest on such Notes or in 
respect of a covenant or provision under the Master Indenture which cannot be modified or amended without 
the consent of all the Holders of such Notes then Outstanding.  See "SUMMARY OF THE MASTER 
INDENTURE -- Supplements and Amendments."  In the case of any such waiver the Corporation, each 
other Obligated Issuer, the Master Trustee and the Noteholders of all series shall be restored to their former 
positions and rights, respectively; but no such waiver shall extend to any subsequent or other default or 
impair any right consequent thereon. 

 
Notice of Default 
 
The Master Trustee shall, within ten days after the occurrence of an Event of Default, mail to all 

Noteholders as the names and addresses of such Noteholders appear upon the list maintained by the Master 
Trustee, notice of such Event of Default known to the Master Trustee, unless such Event of Default shall have 
been cured before the giving of such notice (the term "Event of Default" for the purposes of this paragraph is 
defined to be the events specified in paragraphs (a), (b), (c), (d) and (e) under the caption "Events of 
Default" and not including any periods of grace provided for in paragraphs (b) and (d) respectively, and 
irrespective of the giving of written notice specified in paragraph (b)); and provided that, except in the case 
of default in the payment of the principal of or premium, if any, or interest on any of the Notes and the 
Events of Default specified in paragraphs (d) and (e), the Master Trustee shall be protected in withholding 
such notice if and so long as the board of directors, the executive committee, or a trust committee of 
directors or Responsible Officers of the Master Trustee in good faith determines that the withholding of such 
notice is in the interest of the Noteholders. 

 
Supplements and Amendments Without Consent of Holders 
 
(a) The Corporation, when authorized by its Board of Directors, and each other Obligated Issuer, 

and the Master Trustee may from time to time and at any time enter into one or more Supplemental Master 
Indentures for one or more of the following purposes: (i) to evidence the succession of  another 
corporation to the Corporation or  any other Obligated Issuer, or successive successions, and the assumption 
by the successor corporation of the covenants, agreements and obligations of the Corporation or any other 
Obligated Issuer pursuant to the Master Indenture; (ii) to add to the covenants of the Corporation or any 
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other Obligated Issuer such further covenants, restrictions or conditions as its Governing Body and the Master 
Trustee shall consider to be for the protection of the holders of Notes issued under the Master Indenture, and 
to make the occurrence, or the occurrence and continuance, of a default in any of such additional covenant, 
restrictions or conditions an Event of Default permitting the enforcement of all or any of the several remedies 
provided in the Master Indenture; provided, however, that in respect of any such additional covenant, 
restriction or condition such supplemental indenture may provide for a particular period of grace after default 
(which period may be shorter or longer than that allowed in the case of other defaults) or may provide for an 
immediate enforcement upon such default or may limit the remedies available to the Master Trustee upon such 
default; (iii) to cure any ambiguity or to correct or supplement any provision contained in the Master 
Indenture or in any Supplemental Master Indenture which may be defective or inconsistent with any other 
provision contained in the Master Indenture or in any Supplemental Master Indenture, or to make any other 
changes that, in the Master Trustee's judgment, shall not impair the security of the Master Indenture or 
adversely affect the interest of the Noteholders; (iv) to modify or supplement the Master Indenture in such 
manner as may be necessary or appropriate to qualify the Master Indenture under the Trust Indenture Act of 
1939 as then amended (the "1939 Act"), or under any similar federal statute hereafter enacted, or as may be 
necessary to comply with any applicable state securities laws which require the Master Indenture to comply 
with any requirements of the 1939 Act regardless of the applicability of the 1939 Act to the Master Indenture, 
including provisions whereby the Master Trustee accepts such powers, duties, conditions and restrictions under 
the Master Indenture and the Corporation and each other Obligated Issuer, undertakes such covenants, 
conditions or restrictions additional to those contained in the Master Indenture as would be necessary or 
appropriate so to qualify the Master Indenture or so to comply with such state securities laws; (v) to provide for 
the issuance of additional Notes; and (vi) to add new Obligated Issuers and, if applicable, to add details with 
respect to existing Liens applicable to the new Obligated Issuers. 

 
(b) The Master Trustee is authorized to join with the Corporation and each other Obligated 

Issuer in the execution of any Supplemental Master Indenture, to make any further appropriate agreements and 
stipulations which may be therein contained and to accept the conveyance, transfer, mortgage, pledge or 
assignment of any Property thereunder, but the Master Trustee shall not be obligated to enter into any such 
Supplemental Master Indenture that affects the Master Trustee's own rights, duties or immunities under the 
Master Indenture or otherwise. 

 
(c) Any Supplemental Master Indenture authorized by the provisions of the Master 

Indenture may be executed by the Corporation, by each other Obligated Issuer without adoption of resolutions 
by the Governing Body of such other Obligated Issuers, and by the Master Trustee without the consent of the 
Noteholders. 

 
Supplements and Amendments With Consent of Holders 
 
(a) With the consent of the Holders of not less than majority in aggregate principal 

amount of Notes then Outstanding, the Corporation and each other Obligated Issuer, when authorized by 
resolution of the Board of Directors and the Governing Bodies, respectively, and the Master Trustee may from 
time to time and at any time enter into a Supplemental Master Indenture for the purpose of adding any 
provisions to or changing in any manner or eliminating any of the provisions of the Master Indenture or of any 
Supplemental Master Indenture or of modifying in any manner the rights of the Noteholders; provided, 
however, that no such Supplemental Master Indenture shall, without the consent of the Holders of all 
Notes then Outstanding which are affected thereby (i) effect a change in the times, amounts or currency of 
payment of the principal of, premium, if any, or interest on any Note or a reduction in the principal amount or 
redemption price of any Note or the rate of interest thereon, or any other amounts payable thereon, (ii) reduce 
the aforesaid percentage of Notes, the Holders of which are required to consent to any such Supplemental 
Master Indenture, (iii) permit the preference or priority of any Note or Notes over any other Note or Notes or 
(iv) release any portion of the trust estate or any other collateral given to secure the Notes except as 
specifically provided in the documents pursuant to which the interest in the collateral is given. 

 
(b) Upon the request of the Corporation and each other Obligated Issuer, accompanied by a copy 

of a resolution of each Governing Body certified by the Secretary or an Assistant Secretary of each Obligated 
Issuer authorizing the execution of any such Supplemental Master Indenture, and upon the filing with the 
Master Trustee of evidence of the consent of the Noteholders as aforesaid, the Master Trustee shall join with 
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the Corporation and each other Obligated Issuer in the execution of such Supplemental Master Indenture unless 
such Supplemental Master Indenture affects the Master Trustee's own rights, duties or immunities under the 
Master Indenture or otherwise, in which case the Master Trustee may in its discretion, but shall not be 
obligated to, enter into such Supplemental Master Indenture. 

 
(c) Except as otherwise p rovided in any Supplemental Master Indenture pursuant to which 

particular Notes are issued, it shall not be necessary for the consent of the Noteholders to approve the 
particular form of any proposed Supplemental Master Indenture, but it shall be sufficient if such consent shall 
approve the substance thereof. 

 
(d) Promptly after the execution by the Corporation, each other Obligated Issuer and the Master 

Trustee of any Supplemental Master Indenture, the Corporation shall mail to each Noteholder a letter setting 
forth in general terms the substance of such Supplemental Master Indenture.  Any failure of the Corporation to 
publish such notice, or any defect therein, shall not, however, in any way impair or affect the validity of any 
such Supplemental Master Indenture. 

 
Supplements Authorizing Notes 
 
The Corporation or any other Obligated Issuer, when authorized by a resolution of the Governing 

Body of the entity planning to create a series of Notes, and the Master Trustee may from time to time enter 
into a Supplemental Master Indenture in order to create a series of Notes.  Such Supplemental Master 
Indenture shall, with respect to the series of Notes created thereby, set forth the date thereof, and the date or 
dates upon which principal of and premium, if any, and interest on such Notes shall be payable, and shall 
contain such other terms and provisions as shall be established in the Supplemental Master Indenture.  Any 
Supplemental Master Indenture authorized by the provisions described in this paragraph, and which does not 
amend any provisions of the Master Indenture as they apply to outstanding Notes, may be executed without the 
consent of the Noteholders. 

 
Satisfaction and Discharge 
 
If (i) all Notes authenticated and not canceled are delivered to the Master Trustee for cancellation, 

or (ii) all Notes not canceled or delivered to the Master Trustee for cancellation shall have become due 
and payable and payment thereof shall have been provided for as set forth in the Master Indenture, or (iii) the 
Corporation or any Obligated Issuer shall deposit with the Master Trustee (or with a bank or trust company 
acceptable to the Master Trustee pursuant to an agreement between the corporation or any Obligated Issuer 
and such bank or trust company in form acceptable to the Master Trustee) as trust funds the entire amount of 
moneys or Defeasance Obligations or both, which together with income or increment to accrue thereon, will be 
sufficient to pay at maturity or upon redemption or combination of payment and redemption all Notes not 
theretofore canceled or delivered to the Master Trustee for cancellation, including principal and interest due or 
to become due to such date of maturity or redemption date or combination thereof, as the case may be, and if 
in any such case the Corporation or any Obligated Issuer shall also pay or cause to be paid all other sums 
payable under the Master Indenture by the Corporation or any Obligated Issuer, then the Master Indenture 
shall cease to be of further effect, and the Master Trustee, on demand of the Corporation or any Obligated 
Issuer, and at the cost and expense of the Corporation and the Obligated Issuers, shall execute proper 
instruments acknowledging satisfaction of and discharging the Master Indenture. 

 
Release of Mortgage from Trust Estate 
 
Effective upon the consent of 100% of the aggregate principal amount of the Related Bonds and 

Master Notes outstanding (which consent shall fulfill the requirements of the Master Indenture to authorize 
amendments to the provisions of the Master Indenture regarding the release of any portion of the Trust Estate or 
any other collateral given to secure the Master Notes), the Master Indenture shall be amended to release the 
Mortgage from the Trust Estate securing the Master Notes issued pursuant to the Master Indenture.  Such 
changes to the Master Indenture shall only be effective upon the consent of 100% of the aggregate principal 
amount of the Related Bonds and Master Notes outstanding.  The Corporation and the Trustee shall execute 
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such proper instruments acknowledging the discharge and release of the Mortgaged Property from the lien of 
the Mortgage at the time such amendment to the Master Indenture become effective. 

 
By purchasing the Series 2016 Bonds, the holders of the Series 2016 Bonds will be deemed to 

have consented to the release of the Mortgage and, as a result, the Bond Trustee, as the holder of the 
Series 2016 Master Note (as defined herein), will consent to such release.  The release of the Mortgage 
also requires the consent of the Series 2008B Bonds Credit Facility Provider (as defined herein), the 
Lender and the Direct Purchase Bank.  There can be no assurance as to whether or when all of those 
consents will be provided.  Until the conditions to release the Mortgage from the Trust Estate are 
satisfied, the Mortgage will continue to apply to all outstanding Obligations, including the Series 2016 
Master Note. 

 

MODIFICATION OF MASTER INDENTURE PROVISIONS FOR THE BENEFIT OF THE SERIES 
2008B BONDS CREDIT FACILITY PROVIDER 

 
In the Fourth Series 2008 Supplement the Corporation agreed to certain covenants which amend and 

supplement the Master Indenture for the benefit of U.S. Bank National Association (the "Series 2008B Bonds 
Credit Facility Provider") which issued a letter of credit securing the payment of the principal and purchase 
price of, and interest on, the Series 2008B Bonds. 

 
So long as any of the Series 2008B Bonds are Outstanding within the meaning of the applicable 

Related Bond Indenture and are secured by the Series 2008B Bonds Credit Facility and so long as the Series 
2008B Bonds Credit Facility Provider has not lost its rights pursuant to the Related Bond Indenture, the 
Obligated Group agrees for the benefit of the Series 2008B Bonds Credit Facility Provider, and only the Series 
2008B Bonds Credit Facility Provider, to comply with the Master Indenture as if it contained the modifications 
included in subparagraphs (a) through (d) below (the "Series 2008B Bonds Credit Facility Provider 
Covenants").  The Series 2008B Bonds Credit Facility Provider Covenants have no effect on the Master 
Indenture for the benefit of any Person other than the Series 2008B Bonds Credit Facility Provider and, as to 
such other Persons, the Series 2008B Bonds Credit Facility Covenants are not applicable.  The Series 
2008B Bonds Credit Facility Provider Covenants may be enforced by the Trustee acting only upon the written 
instructions of the Series 2008B Bonds Credit Facility Provider.  The Series 2008B Bonds Credit Facility 
Provider Covenants may be amended, waived, modified or terminated by the agreement of the Obligated Group 
and the Series 2008B Bonds Credit Facility Provider without the consent of, or notice to, the holders of any 
Obligations or the owners of the Series 2008B Bonds or any other series of Related Bonds.  If an amendment to 
the Fourth Series 2008 Supplement or the Master Indenture is required in connection with any agreement 
between the Obligated Group and the Series 2008B Bonds Credit Facility Provider with respect to these 
provisions, the Master Trustee, upon receipt of a written request from the Corporation and the Series 2008B 
Bonds Credit Facility Provider that it do so, will execute such an amendment. 

 
(a) The Series 2008B Master Note shall not be deemed to have become due by acceleration for 

purposes of the Master Indenture by virtue of the fact that the Series 2008B Bonds Credit Facility has been 
drawn upon to pay the Series 2008B Bonds upon the acceleration of the Series 2008B Bonds.  The foregoing 
shall apply even if the Series 2008B Bonds shall have been accelerated as a result of notice given or action 
taken by the Series 2008B Bonds Credit Facility Provider.  The Series 2008B Master Note shall only be 
accelerated if the Series 2008B Bonds Credit Facility Provider shall so direct. 

 
(b) The principal amount of the Series 2008B Master Note shall be deemed to be the 

outstanding principal amount of the Series 2008B Bonds plus 35 days of interest computed at the rate of 
10% per annum unless the Series 2008B Bonds Credit Facility Provider shall have given notice to the 
Master Trustee that additional amounts are owing thereunder.  The Series 2008B Master Note shall be satisfied 
only if all obligations of the Obligated Group evidenced thereby have been satisfied and the Series 2008B 
Bonds Credit Facility has been released to the Series 2008B Bonds Credit Facility Provider. 

 
(c) The prior written consent of the Series 2008B Bonds Credit Facility Provider shall be 

required for all Supplemental Master Indentures.  The Trustee shall furnish a copy of each Supplemental 
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Master Indenture to the Series 2008B Bonds Credit Facility Provider.  Any consent shall approve only the 
particular form of Supplemental Master Indenture so furnished. 

 
(d) The prior written consent of the Series 2008B Bonds Credit Facility Provider shall be 

required for the appointment of any successor Master Trustee. 
 

SUMMARY OF THE SERIES 2016 SUPPLEMENT 
 
In General 
 
It is the purpose of the Series 2016 Supplement to provide for the issuance by the Corporation under 

the Master Indenture of its Promissory Note, Series 2016 (the "Series 2016 Master Note").  In addition, the 
Series 2016 Supplement provides for certain amendments to the Master Indenture as described above. 

 
The Series 2016 Master Note is being issued to evidence the obligation of the Corporation to repay to 

the Authority amounts loaned by the Authority to the Corporation pursuant to the Loan Agreement dated as 
of May 1, 2016.  The funds which the Authority is loaning to the Corporation will be derived from the 
issuance by the Authority of the Series 2016 Bonds. 

 
Rights of Holder of Series 2016 Master Note 
 
The Related Bond Trustee, as the Holder of the Series 2016 Master Note, shall have the right to 

take any action (including the making of any demand or request, the giving of any notice, consent, or 
waiver or the taking of any other action) under the Master Indenture notwithstanding any contrary provisions of 
the Master Indenture; provided, however, that the Related Bond Trustee will not have the right to consent to 
any Supplemental Master Indenture which is of a type which requires the consent of the Holders of all 
Notes affected thereby under the provisions of the Master Indenture. 

 
SUMMARY OF THE MORTGAGE 

 
The following is a summary of certain provisions of the Amended and Restated Mortgage dated as 

of November 1, 2004 from the Corporation to the Master Trustee, as supplemented by the First Supplement 
to Amended and Restated Mortgage dated as of July 1, 2008, the Second Supplement to Amended and 
Restated Mortgage dated as of September 1, 2008, the Third Supplement to Amended and Restated Mortgage 
dated as of November 1, 2010, the Fourth Supplement to Amended and Restated Mortgage dated as of 
November 1, 2013, the Fifth Supplement to Amended and Restated Mortgage dated December 16, 2014, and 
the Sixth Supplement to Amended and Restated Mortgage between the Corporation and the Master Trustee (as 
so supplemented, the "Mortgage"), which Sixth Supplement is being entered into in connection with the 
issuance of the Series 2016 Bonds.  Reference is made to the Mortgage for a full and complete statement of its 
provisions. 

 
Mortgaged Property 
 
The Mortgage has been given by the Corporation to the Master Trustee to secure its obligations on the 

Notes.  The Mortgage grants the Master Trustee a mortgage lien on the following property (the "Mortgaged 
Property"): 

 
The entire interest of the Corporation in the land leased from Milwaukee County under the 1974 

Ground Lease (see "FACILITIES AND PROJECT – 1974 Ground Lease" in Appendix A to this Official 
Statement), together with the entire interest of the Corporation in and to all buildings, structures, 
improvements and appurtenances now standing, or at any time hereafter constructed or placed, upon such land, 
including all right title and interest of the Corporation, if any, in and to all building materials, building 
equipment and fixtures of every kind and nature whatsoever on said land or in any building, structure or 
improvement now or hereafter standing on said land, and the reversion or reversions, remainder or remainders, 
in and to said land, and together with the entire interest of the Corporation in and to all and singular the 
tenements, hereditaments, easements, rights of way, rights, privileges and appurtenances to said land, belonging 
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or in any wise appertaining thereto, including without limitation the entire right, title and interest of the 
Corporation in, to and under any streets, ways or alleys adjoining said land, and all claims or demand 
whatsoever of the Corporation either in law or in equity, in possession or expectancy or, in and to said land, it 
being the intervention of the parties to the Mortgage that, so far as may be permitted by law, all property of the 
character hereinabove described, which is now owned or is hereafter acquired by the Corporation and is 
affixed or attached to said land, shall be and remain or become and constitute a portion of said land and the 
security covered by and subject to the lien of the Mortgage, and, subject to the terms and conditions of the 
Mortgage and the Master Indenture, together with all rents, income, revenues, issues and profits thereof. 

 
Repairs, Maintenance and Alterations 
 
(a) The Corporation at its own cost and expense will keep the Mortgaged Property in good 

repair and order, reasonable wear and tear excepted, and in as reasonably safe condition as its operation will 
permit, will make all necessary repairs to the Mortgaged Property, interior and exterior, structural and non-
structural, ordinary and extraordinary, foreseen and unforeseen, and will make all necessary replacements or 
renewals. 

 
(b) The  Corporation has the right, from time to time at its sole cost and expense, to make 

additions, alterations, demolitions and other changes, whether structural or non-structural (collectively, the 
"Alterations") in or to the Mortgaged Property, provided that no building constituting a substantial part of the 
Mortgaged Property may be demolished if, as a result of such demolition, the Corporation's ability to conduct 
its operations at its facilities located on the Mortgaged Property would be materially impaired. 

 
(c) With respect to any repairs, construction, restoration, replacement or alterations performed 

upon the Mortgaged Property by the Corporation during the term of the Mortgage in accordance with or as 
required by any provisions of the Mortgage, the Corporation agrees that (i) no work will be undertaken until 
the Corporation has obtained and paid for all required municipal and other governmental permits and 
authorizations of the various municipal departments and governmental subdivisions having jurisdiction and (ii) 
all work will be done promptly, in good workmanlike manner, in compliance with applicable building and 
zoning laws and all applicable laws, ordinances, orders, rules, regulations and requirements of all federal, state 
and municipal governments and their appropriate departments, commissions, boards and officers, will not 
violate the provisions of any policy of insurance covering the Mortgaged Property and will proceed to 
completion with reasonable dispatch. 

 
Taxes, Charges and Assessments 
 
The Corporation covenants and agrees in the Mortgage to pay or cause to be paid before delinquent 

all taxes, installments of special assessments and other governmental charges of every type or nature levied or 
assessed against the Mortgaged Property or any part thereof (or any taxes imposed on the basis of rentals 
received by the Corporation as lessor under leases for portions of the premises, if such a tax is imposed as a 
substitute for or in addition to real estate taxes) and upon the written request of the Master Trustee, exhibit to 
the Master Trustee paid receipts therefor, except when the validity thereof is being challenged in good faith 
by appropriate proceedings adequate to prevent foreclosure of the Mortgaged Property.  The Corporation 
agrees to promptly pay or cause to be paid all taxes and assessments assessed or levied under or by virtue of 
any state, federal, or municipal law or regulation hereafter passed, against the Master Trustee upon the 
Mortgage or the Notes or the debt hereby secured or the rents or profits assigned to the Master Trustee. 

 
Release of Vacant Land and Air Rights 
 
The Master Trustee, without the approval or consent of the holders of the Notes, shall release from 

the lien of the Mortgage such vacant land and air rights which then comprise a portion of the Mortgaged 
Property promptly following the Master Trustee's receipt of (1) an Officer's Certificate of the Corporation 
which:  (a) contains an adequate legal description of the land or air rights to be so released; (b) certifies that 
the release of such land or air rights from the lien of the Mortgage will not have a material adverse effect on 
the ability of the Corporation to conduct its activities on its facilities located on the Mortgaged Property and, 
after taking into account appropriate easements and licenses, will not destroy the means of ingress and egress 
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therefrom; and (c) certifies that no Default or Event of Default then exists or would be created thereby; and (2) 
a certificate of an Independent Architect who is acceptable to the Master Trustee, dated not more than 90 days 
prior to the date of the related Officer's Certificate submitted by the Corporation, stating that in the opinion of 
the person signing the Independent Architect's certificate (i) the land or air rights to be released are not needed 
for the operation of the Mortgaged Property and (ii) the release will not impair the usefulness of the 
Mortgaged Property and, after taking into account appropriate easements and licenses, will not destroy the 
means of ingress and egress therefrom. 

 
The Corporation shall pay all costs and expenses, including all filing and recording fees, related to or 

incurred in connection with such release of vacant land or air rights. 
 
Permitted Encumbrances 
 
Except for the Permitted Encumbrances, the Corporation will not enter, create or suffer to be created 

any further mortgage, charge, lien, or encumbrance upon the Mortgaged Property, or any part thereof. 
 
Remedies upon Default 
 
(a) Upon the occurrence of an Event of Default the Master Trustee has the rights, powers 

and remedies described in Article VI of the Master Indenture, including the power to declare the principal of 
all Notes to be due and payable immediately and to enforce the rights of the holders of the Notes and 
the rights of the Master Trustee with respect to any collateral securing the payment of amounts due or 
becoming due under the Notes and the Master Indenture (including the Mortgage). 

 
(b) Upon the occurrence of an Event of Default the Corporation agrees, immediately upon the 

demand of the Master Trustee, to surrender to the Master Trustee, and the Master Trustee is entitled to take 
actual possession of, the Mortgaged Property or any part of it, personally or by its agents or attorneys.  The 
Master Trustee, in its discretion, thereupon may enter upon and take and maintain possession of all or any part 
of the Mortgaged Property.  The Master Trustee may also on behalf of the Corporation or the then current 
owner or in its own name as mortgagee and under the powers granted by the Mortgage, at the expense of the 
Corporation, (i) use, hold, operate, manage and control all or any part of the Mortgaged Property and conduct 
business from it, either personally or by its agents, (ii) make all necessary or proper repairs, renewals, 
replacements, alterations, additions and improvements to the Mortgaged Property or complete any 
improvements as the Master Trustee, in its sole discretion, determines advisable, (iii) insure and reinsure the 
Mortgaged Property against all risks including those incidental to the Master Trustee's possession, operation 
and management of it and (iv) receive all rents, revenues, income and profits from the Mortgaged Property 
and, after deducting any and all expenses associated with the Master Trustee's activities related to the 
Mortgaged Property, including compensation for the services of the Master Trustee and for any counsel, 
agents and experts retained by it, apply the balance of the funds available to it as provided in the Master 
Indenture.   No provision of the Mortgage is to be construed as constituting the Master Trustee a mortgagee 
in possession in the absence of the actual taking of possession of the Mortgaged Property. 

 
(c) Upon the occurrence of an Event of Default, the Master Trustee, with or without entry into the 

Mortgaged Property, personally or by attorney, may in its discretion proceed to protect and enforce its rights 
by a suit or suits in equity or at law, either for damages or for the specific performance of any covenant or 
agreement contained in the Notes, the Master Indenture or the Mortgage, or in aid of the execution of any power 
herein or therein granted, or for any foreclosure hereunder, or for the enforcement of any other appropriate 
legal or equitable remedy as the Master Trustee shall deem appropriate to protect and enforce any of its rights or 
duties under the Mortgage, provided, however, that all costs incurred by the Master Trustee under this Article 
shall be paid to the Master Trustee by the Corporation on demand. 

 
Supplements and Amendments to the Mortgage 
 
(a) The Corporation and the Master Trustee may from time to time and at any time enter into 

one or more supplements and amendments to the Mortgage for one or more of the following purposes: 
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(i) to add to the covenants of the Corporation such further covenants, restrictions or 
conditions as the Master Trustee shall consider to be for the protection of the holders of the Notes, and 
to make the occurrence, or the occurrence and continuance, of a default in any of such additional 
covenants, restrictions or conditions an Event of Default permitting the enforcement of all or any of 
the several remedies provided in the Master Indenture; provided, however, that in respect of any such 
additional covenant, restriction or condition such amendment or supplement may provide for a 
particular period of grace after default (which period may be shorter or longer than that allowed in the 
case of other defaults) or may provide for an immediate enforcement upon such default or may limit 
the remedies available to the Master Trustee upon such default; 

 
(ii) to modify or supplement the Mortgage as may be necessary to comply with any 

applicable state securities laws which require the Mortgage to comport with any requirements of the 
Trust Indenture Act of 1939, as amended (the "Act"), regardless of the applicability of the Act hereto, 
including provisions whereby the Master Trustee accepts such powers, duties, conditions and 
restrictions hereunder and the Corporation undertakes such covenants, conditions or restrictions 
additional to those contained in the Mortgage as would be necessary or appropriate to make the 
Mortgage comply with such state securities laws; and 
 

(iii) to provide for the issuance of additional Notes pursuant to the Master Indenture. 
 

(b) With the written consent of the holders of the Notes as provided in the Master 
Indenture, the Corporation and the Master Trustee may from time to time and at any time enter into 
supplements and amendments to the Mortgage for the purpose of adding any provisions to or changing in 
any manner or eliminating any of the provisions of the Mortgage or of any other supplement or amendment to 
the Mortgage or of modifying in any manner the rights of the holders of the Notes. 

 
(c) Upon the request of the Corporation and upon the filing with the Master Trustee of 

evidence of the consent of the holders of the Notes required under the Master Indenture, the Master Trustee 
shall join with the Corporation in the execution of such amendment or supplement to the Mortgage unless such 
amendment or supplement to the Mortgage affects the Master Trustee’s own rights, duties or immunities under 
the Mortgage or the Master Indenture or otherwise, in which case the Master Trustee may in its discretion, but 
shall not be obligated to, enter into such amendment or supplement to the Mortgage. 

 
(d) It shall not be necessary for the holders of the Notes to approve the particular form of any 

proposed amendment or supplement to the Mortgage, but it shall be sufficient if such consent shall approve the 
substance thereof. 

 
(e) Promptly after the execution by the Corporation and the Master Trustee of any amendment 

or supplement to the Mortgage, the Corporation shall mail to each holder of the Notes a letter setting forth 
in general terms the substance of such amendment or supplement to the Mortgage.  Any failure of the 
Corporation to publish such notice, or any defect therein, shall not, however, in any way impair or affect 
the validity of any such amendment or supplement to the Mortgage. 
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SUMMARY OF BOND INDENTURE AND LOAN AGREEMENT 

Brief descriptions of the Bond Indenture and Loan Agreement are set forth below.  Those descriptions do 
not purport to be comprehensive or definitive.  All references in this Official Statement to those documents are 
qualified in their entirety by reference to each document, copies of which are available for review prior to the 
issuance and delivery of the Series 2016 Bonds at the offices of the Authority and thereafter at the offices of the 
Bond Trustee.  

DEFINITIONS OF CERTAIN TERMS 

The following terms have the following meanings in this Official Statement: 

“Act” means Chapter 231 of Wisconsin Statutes, as amended from time to time. 

“Arbitrage Bonds” means bonds that are arbitrage bonds within the meaning of Section 148 of the Code. 

“Authority” means the Wisconsin Health and Educational Facilities Authority. 

“Authority’s Documents” means the Loan Agreement, the Bond Purchase Agreement, the Bond Indenture, 
the Tax Exemption Agreement and the Series 2016 Bonds. 

“Authorized Borrower Representative” means the person or persons identified in a written certificate that is 
signed by an officer of the Borrower, that contains a specimen of the Authorized Borrower Representative’s 
signature and that has been delivered to the Bond Trustee.  Authorized Borrower Representative includes any 
alternate or alternates designated in the certificate in the same manner.  An Authorized Borrower Representative 
may be an employee of the Borrower. 

“Beneficial Owner” means the owner of a beneficial interest in Bonds the registered owner of which is 
Cede & Co. as nominee of DTC (or a successor Depository or nominee therefor). 

“Bond Counsel” means Counsel acceptable to the Authority whose legal opinions on municipal bond issues 
are nationally recognized. 

“Bond Financed Property” means any and all property of the Borrower financed or refinanced, directly or 
indirectly, with the proceeds of the Series 2016 Bonds, including without limitation the Project and all capital 
expenditures financed or refinanced with the proceeds of the Series 2008A Refunded Bonds.   

“Bond Fund” means the fund by that name created by the Bond Indenture. 

“Bond Indenture” means the Bond Trust Indenture relating to the Series 2016 Bonds dated as of May 1, 
2016 between the Authority and the Bond Trustee, as amended from time to time. 

“Bond Indenture Funds” means the Project Fund, the Issuing Expenses Fund, the Bond Fund and any other 
funds created under the Bond Indenture and specifically does not include the Rebate Fund created under the Tax 
Exemption Agreement. 

“Bond Interest Payment Date” means each date on which a payment of interest on the Series 2016 Bonds is 
due. 

“Bond Principal Payment Date” means each date on which a payment of principal (whether upon maturity, 
redemption, acceleration or otherwise) on the Series 2016 Bonds is due. 

“Bond Purchase Agreement” means the Bond Purchase Agreement among the Authority, the Borrower and 
the Purchaser pertaining to the Series 2016 Bonds. 
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 “Bond Rate” means interest at a rate per annum equal to the sum of the weighted average rate per annum 
payable on the Series 2016 Bonds then Outstanding for the period in question. 

“Bond Trustee” means the trustee at the time serving under the Bond Indenture.  The initial Bond Trustee is 
U.S. Bank, National Association. 

“Bonds” means the Series 2016 Bonds. 

“Book Entry Form” or “Book Entry System” means, with respect to the Series 2016 Bonds, a form or 
system, as applicable, under which (a) the ownership of beneficial interests in the Series 2016 Bonds may be 
transferred only through a book entry system and (b) physical Bond certificates in fully registered form are 
registered only in the name of a Depository or its nominee as Registered Owner, with the physical Bond certificates 
immobilized in the custody of the Depository or the Bond Trustee for the Depository.  The book entry maintained by 
the Depository is the record that identifies the Beneficial Owners of the Series 2016 Bonds.  

“Borrower” means The Medical College of Wisconsin, Inc., a Wisconsin nonstock nonprofit corporation. 

“Borrower’s Closing Certificate” means the Officer’s Certificate of the Borrower dated the date of and 
delivered at the time of the issuance and delivery of the Series 2016 Bonds. 

“Borrower’s Documents” means the Loan Agreement, the Bond Purchase Agreement, the Series 2016 
Master Note, the Tax Exemption Agreement and all other documents (other than the Master Indenture) to which the 
Borrower is a party related to the issuance of the Series 2016 Bonds. 

“Business Day” means a day that is not (a) a Saturday, Sunday or legal holiday or (b) a day on which 
banking institutions are required or authorized to be closed in the city or cities in which the Principal Trust Office of 
the Bond Trustee is located or (c) a day on which The New York Stock Exchange is closed for the entire day or 
Federal Reserve Banks are closed. 

“Code” means the Internal Revenue Code of 1986, as amended from time to time.  Each reference to a 
section of the Code in the Loan Agreement shall be deemed to include the United States Treasury Regulations 
relating to such section, which section and regulations are applicable to the Bonds or the use of the proceeds thereof. 

“Completion Certificate” means a certificate signed by the Authorized Borrower Representative (a) stating, 
without prejudice as to rights against third parties, the Completion Date and that all costs and expenses incurred in 
connection with the Project have been paid except for specified amounts that either are not yet due and payable or 
the Borrower is contesting in good faith by appropriate proceedings, (b) stating that all permits for the occupancy 
and use of the Project have been obtained, and (c) either (i) demonstrating that the weighted average maturity of the 
Series 2016 Bonds does not exceed 120% of the average reasonably expected economic life of the Bond Financed 
Property (taking into account any additions to or deletions from the Project as originally contemplated), calculated in 
accordance with Section 147 of the Code or (ii) containing the agreement of the Borrower to sufficiently shorten the 
weighted average maturity of the Series 2016 Bonds so that the condition described in (i) will be met through a 
deposit to the Prepayment Account or a defeasance of a portion if the Series 2016 Bonds, if necessary, as provided 
in the Loan Agreement. 

“Completion Date” means the date specified in the Completion Certificate as the date on which the Project 
and all other necessary facilities related to the Project were substantially completed to the satisfaction of the 
Borrower. 

“Counsel” means an attorney admitted to practice before the highest court of any state. 

“DTC” means The Depository Trust Company, a limited purpose trust company organized under the laws 
of the State of New York. 

“Default” means the occurrence of an event that, with the lapse of time or the giving of notice or both, 
would constitute an Event of Default. 
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“Defeasance Obligations” means noncallable U.S. Government Obligations not redeemable at the option of 
the issuer or anyone acting on its behalf prior to maturity. 

“Depository” means any securities depository that is a “clearing corporation” within the meaning of the 
New York Uniform Commercial Code and a “clearing agency” registered pursuant to the provisions of Section 17A 
of the Securities Exchange Act of 1934, operating and maintaining, with its participants or otherwise, a Book Entry 
System to record ownership of beneficial interests in the Series 2016 Bonds and to effect transfers of the beneficial 
ownership in the Series 2016 Bonds in Book Entry Form. 

“Event of Default” as used in or with reference to (a) the Loan Agreement has the meaning attributed to it 
under the heading “SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT - Events of 
Default,” (b) the Bond Indenture has the meaning attributed to it under the heading “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE - Events of Default,” (c) the Master Indenture has the meaning 
attributed to it under the heading “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE - 
Events of Default” in Appendix C of this Official Statement, (d) the Master Mortgage has the meaning attributed to 
it under the heading “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER MORTGAGE - Events of 
Default” in Appendix C of this Official Statement and (e) other documents has the meaning attributed to it in them. 

“Event of Taxability” means any act, omission or event which results in the interest paid or payable on any 
Bond becoming includable for federal income tax purposes in the gross income of any owner. 

“Excess Funds” means any money that is or that the Borrower has determined will be on deposit in the 
Project Fund on or after the date on which the Completion Certificate is delivered to the Bond Trustee other than 
amounts retained in the Project Fund to pay Project Costs not then due or that the Borrower is contesting in good 
faith by appropriate proceedings. 

“Facility” means, collectively, the Borrower’s educational, health care and research facilities located in 
Wauwatosa and Milwaukee, Wisconsin, the Bond Financed Property and all additions and improvements to the 
foregoing. 

“Financial Statement Recipients” means the Authority, the Bond Trustee, the Purchaser and any firm or 
corporation that has, at the request of the Borrower, assigned a credit rating to the Series 2016 Bonds. 

“Interest Account” means the account by that name in the Bond Fund created by the Bond Indenture. 

“Issuing Expenses” means fees and expenses incurred or to be incurred by or on behalf of the Authority, 
the Bond Trustee, the Borrower or Bond Counsel for the Series 2016 Bonds in connection with the issuance and sale 
of the Series 2016 Bonds including, but not limited to, underwriting costs (whether in the form of discount in the 
purchase of the Series 2016 Bonds or otherwise), fees and expenses of legal counsel (including Bond Counsel and 
Counsel for the Authority, the Bond Trustee, the Purchaser and the Borrower), fees and expenses of financial 
advisors, feasibility consultants and accountants, rating agency fees, fees and expenses of the Bond Trustee, printing 
costs, recording expenses, costs associated with the acquisition of securities for any defeasance escrow and for 
verifying the sufficiency of any defeasance escrow and title insurance and survey costs. 

“Issuing Expenses Fund” means the fund by that name created by the Bond Indenture. 

“Loan” means the loan made by the Authority to the Borrower under the Loan Agreement. 

“Loan Agreement” means the Loan Agreement relating to the Series 2016 Bonds dated as of May 1, 2016 
between the Borrower and the Authority, as amended from time to time in accordance with its terms. 

“Master Indenture” has the meaning attributed to it in Appendix C of this Official Statement. 

“Master Mortgage” means the Amended and Restated Mortgage dated as of November 1, 2004 from the 
Borrower to the Master Trustee, as amended from time to time in accordance with its terms. 

“Master Trustee” has the meaning attributed to it in Appendix C of this Official Statement. 
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“Moody’s” means Moody’s Investors Service, Inc., a corporation organized and existing under the laws of 
Delaware, its successors and assigns, and, if such corporation shall be dissolved or liquidated or shall no longer 
perform the functions of a securities rating agency, any other nationally recognized securities rating agency 
designated by the Borrower, with written notice to the Bond Trustee and the Authority. 

“Note” has the meaning attributed to it in Appendix C of this Official Statement. 

“Obligated Group” means the Obligated Group created by the Master Indenture. 

“Officer’s Certificate” means (a) with respect to the Authority, a certificate of the Authority signed by the 
Chairperson, Vice Chairperson, Executive Director or by any other person designated by resolution of the Authority 
to act for any of those officers, either generally or with respect to the execution of any particular document or other 
specific matter, if a certified copy of the resolution has been filed with the Bond Trustee and (b) with respect to any 
corporation, including the Borrower, a certificate of the corporation signed by (i) the president, by any vice president 
or by any other person designated by resolution of the board of directors of the corporation, either generally or with 
respect to the execution of any particular document or other specific matter, if a copy of the resolution has been filed 
with the Bond Trustee or (ii) in the case of the Borrower, by an Authorized Borrower Representative. 

“Opinion of Bond Counsel” means a written opinion of Bond Counsel.  

“Opinion of Counsel” means a written opinion of Counsel selected and paid by the Borrower and not 
objected to by the Bond Trustee. 

“Outstanding” when used with reference to the Series 2016 Bonds means all Bonds which have been 
authenticated and delivered by the Bond Trustee under the Bond Indenture except (a) Bonds or portions of Series 
2016 Bonds that have been canceled after (i) purchase in the open market, (ii) payment at maturity or redemption 
prior to maturity or (iii) delivery to the Bond Trustee by the Borrower under the Bond Indenture, (b) Bonds for the 
payment or redemption of which there has been deposited with the Bond Trustee, in trust, cash or Defeasance 
Obligations in an amount sufficient, including in the case of Defeasance Obligations the income or increment to 
accrue on them, but without reinvestment, to pay or redeem (when redeemable) the Series 2016 Bonds at or before 
their respective maturity dates, including interest that has accrued on the Series 2016 Bonds and will accrue through 
the final payment or redemption of the Series 2016 Bonds and any redemption premium on them, provided that if 
the Series 2016 Bonds are to be redeemed prior to their maturity irrevocable notice of the redemption has been given 
or irrevocable arrangements satisfactory to the Bond Trustee have been made for the giving of a notice of 
redemption and provided further that the requirements of the Indenture summarized under the heading “SUMMARY 
OF CERTAIN PROVISIONS OF THE BOND INDENTURE – Discharge” have been satisfied with respect to such 
Series 2016 Bonds, (c) Bonds in lieu of which other Bonds have been authenticated under the Bond Indenture and 
(d) for purposes of any agreement, acceptance, approval, waiver, consent, request or other action to be taken under 
the Loan Agreement or the Bond Indenture by the Registered Owners of a specified percentage of principal amount 
of Series 2016 Bonds, Bonds held by or for the account of the Authority, the Borrower or any Person controlling, 
controlled by or under common control with any of them, unless such parties own 100% of the outstanding Series 
2016 Bonds.  

“Person” means an individual, a corporation, a partnership, a limited liability company, an association, a 
joint stock company, a joint venture, a trust, an unincorporated organization, or a government or any agency or 
political subdivision thereof. 

“Prepayment Account” means the account by that name in the Bond Fund created by the Bond Indenture. 

“Principal Account” means the account by that name in the Bond Fund created by the Bond Indenture. 

“Principal Trust Office” means the designated corporate trust office of the Bond Trustee.  The address of 
the Principal Trust Office is initially the address that the Bond Trustee has designated as its address for receiving 
notices under the Loan Agreement. 

“Project” means the acquisition, construction, renovation and equipping of the Borrower’s new and existing 
educational, health and research facilities, including without limitation (a) the construction and equipping of an 
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approximately 240,000 square foot professional office building, (b) the renovation and equipping of the Borrower’s 
existing facilities to integrate the office building with existing facilities and to accommodate the operations of a new 
School of Pharmacy, and (c) other renovation, remodeling and equipping of the Borrower’s existing facilities for 
educational, health and research programs, together with site work, parking lots, relocation costs, related 
renovations, general capital expenditures and equipment acquisitions.  See “PLAN OF FINANCE” in the forepart of 
this Official Statement. 

“Project Cost” means any costs of the Project that are or will be capitalized on the books of the Borrower 
and that are permitted to be financed under the Act and the Code, the payment of which will not cause an Event of 
Taxability to occur and that are not Issuing Expenses. 

“Project Fund” means the fund by that name created by the Bond Indenture. 

“Purchaser” means J.P. Morgan Securities LLC, the initial purchaser of the Series 2016 Bonds. 

“Qualified Investments” means, subject to the Tax Exemption Agreement,  

(a) U.S. Government Obligations and bonds or securities issued or guaranteed as to principal 
and interest by a commission, board or other instrumentality of the federal government; 

(b) short-term discount obligations of the Federal National Mortgage Association; 

(c) certificates of deposit or time deposits constituting direct obligations of any bank the full 
amount of which is insured by the Federal Deposit Insurance Corporation; 

(d) time deposits in any credit union, bank, savings bank, trust company or savings and loan 
association that is authorized to transact business in the State if the time deposits mature in not more than 
three years; 

(e) bonds or securities of any county, city, drainage district, technical college district, village, 
town or school district of the State; 

(f) any security that matures or that may be tendered for purchase at the option of the holder 
within not more than seven years of the date on which it is acquired, if that security has a rating that is the 
highest or second highest rating category assigned by S&P, Moody’s or other similar nationally recognized 
rating agency or if that security is senior to, or on a parity with, a security of the same issuer that has such a 
rating; 

(g) securities of an open-end management investment company or investment trust if the 
investment company or investment trust does not charge a sales load, if the investment company or 
investment trust is registered under the Investment Company Act of 1940, 15 USC 80a-1 to 80a-64, and if 
the portfolio of the investment company or investment trust is limited to the following:  (i) bonds and 
securities issued by the federal government or a commission, board or other instrumentality of the federal 
government, (ii) bonds that are guaranteed as to principal and interest by the federal government or a 
commission, board or other instrumentality of the federal government and (iii) repurchase agreements that 
are fully collateralized by bonds or securities described under (i) or (ii); and 

(h) any other obligation or security that constitutes a permitted investment for money of the 
Authority as a result of an amendment of the Act subsequent to May 1, 2016 if the prior written consent of 
the Authority and the Bond Trustee are obtained.  

“Rebate Fund” means the fund by that name created by the Tax Exemption Agreement. 

“Registered Owner” or “Owner” or “holder” or “Bondholder” when used with reference to a Series 2016 
Bond means the person who is the registered owner of a Series 2016 Bond or that person’s legal representative. 
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“Registered Owner’s Address” means the address, which a Registered Owner may change upon written 
request to the Bond Trustee, of the Registered Owner of any Bond as it appears in the Registration Books. 

“Registration Books” means books maintained by the Bond Trustee on behalf of the Authority at the 
Principal Trust Office of the Bond Trustee for the purpose of recording the registration, transfer, exchange or 
replacement of any of the Series 2016 Bonds. 

“Revenues” means (a) all income and revenues derived pursuant to the terms of the Loan Agreement 
(except to the extent included in the Unassigned Rights) including all payments made by the Borrower in respect of 
the Series 2016 Master Note, (b) all amounts realized upon recourse to the Loan Agreement or any collateral given 
by the Borrower to secure the Borrower’s obligations under the Loan Agreement, (c) all amounts realized upon 
recourse to the Master Indenture that are available pursuant to the Master Indenture to pay amounts due on the 
Series 2016 Master Note and (d) the money and securities (including the earnings from the investment of them) held 
by the Bond Trustee in the trust funds established under the Bond Indenture (which does not include the Rebate 
Fund). 

“S&P” or “Standard & Poor’s” means Standard & Poor’s Ratings Services, an organization existing under 
the laws of New York, its successors and assigns, and, if such corporation shall be dissolved or liquidated or shall no 
longer perform the functions of a securities rating agency, any other nationally recognized securities rating agency 
designated by the Borrower, with written notice to the Bond Trustee and the Authority. 

“Series 2008A Bonds” means the Authority’s Fixed Rate Revenue Bonds, Series 2008A (The Medical 
College of Wisconsin, Inc.). 

“Series 2008A Refunded Bonds” means the portion of the Series 2008A Bonds to be advance refunded 
with the proceeds of the Series 2016 Bonds, as more specifically identified in the Tax Exemption Agreement. 

“Series 2016 Bonds” means the Wisconsin Health and Educational Facilities Authority Revenue Bonds, 
Series 2016 (The Medical College of Wisconsin, Inc.). 

“Series 2016 Capitalized Interest” means an amount to be applied to the payment of interest on the Bonds 
(a) that could be requisitioned pursuant to the Loan Agreement and the Bond Indenture, (b) that does not exceed the 
interest that has accrued on the portion of the Series 2008A Bonds allocable to the Project through the completion of 
the Project and, if the Project is made up of two or more discrete parts, through the completion of the applicable 
part, (c) that is or will be capitalized on the books of the Borrower, (d) that will be treated, in accordance with 
generally accepted accounting principles, as a part of the cost of the asset to which it relates and (e) the payment of 
which will not adversely affect the validity of the Series 2016 Bonds or cause an Event of Taxability to occur.  
Additional interest on the Series 2016 Bonds may be paid from amounts on deposit in the Project Fund if the Bond 
Trustee is provided with an Opinion of Bond Counsel to the effect that doing so will not adversely affect the validity 
of the Series 2016 Bonds or any exclusion from gross income for federal income tax purposes to which interest on 
the Series 2016 Bonds would otherwise be entitled. 

“Series 2016 Master Note” means the Borrower’s Promissory Note, Series 2016 issued pursuant to the 
Master Indenture and the Series 2016 Supplement. 

“Series 2016 Supplement” has the meaning attributed to it in Appendix C of this Official Statement. 

 “State” means the State of Wisconsin. 

“Tax Exemption Agreement” means the Tax Exemption Certificate and Agreement among the Authority, 
the Borrower and the Bond Trustee dated the date of issuance and delivery of the Series 2016 Bonds. 

“Unassigned Rights” means the Authority’s rights (a) to receive indemnification, payments for its expenses 
and fees and other similar payments under the Loan Agreement or any other document associated with the issuance 
of any Series 2016 Bonds specifically including but not limited to its rights to receive payments under the Loan 
Agreement, (b) to execute and deliver amendments to the Loan Agreement and the Bond Indenture and to receive 
notices and other documents and to provide its consent, acceptance or approval with respect to matters as to which 
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that right is given in the Loan Agreement or the Bond Indenture and (c) to receive indemnification and payment of 
expenses under the Bond Purchase Agreement. 

“U.S. Government Obligations” means obligations that are direct, full faith and credit obligations of the 
United States of America or are obligations with respect to which the United States of America has unconditionally 
guaranteed the timely payment of all principal or interest or both, but only to the extent of the principal or interest so 
guaranteed. 

SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE 

Granting Clauses 

In consideration of the acceptance by the Bond Trustee of the trusts created by the Bond Indenture, the 
purchase and acceptance of the Series 2016 Bonds by the Purchaser and other good and valuable consideration, and 
to secure the payment of the principal of, premium, if any, and interest on the Series 2016 Bonds and the 
performance and observance by the Authority of its obligations under the Bond Indenture and the Series 2016 
Bonds, pursuant to the Bond Indenture the Authority pledges and assigns to the Bond Trustee and grants the Bond 
Trustee a security interest in, with power of sale, the following property:   

(1) except for the Unassigned Rights, the Authority’s entire right, title and interest in and to 
each of the Borrower’s Documents and the Series 2016 Master Note, specifically including the Authority’s 
right to receive payments from the Borrower under the Series 2016 Master Note or the Loan Agreement or 
payments received under the Master Indenture which are available pursuant to the Master Indenture to pay 
amounts due on the Series 2016 Master Note and the other Borrower’s Documents;  

(2) the Authority’s entire right, title and interest in and to all Revenues and all cash, 
securities or other investments held by the Bond Trustee in any of the Bond Indenture Funds (which does 
not include the Rebate Fund) or otherwise under the terms of the Bond Indenture; and  

(3) all money and securities from time to time held by the Bond Trustee under the terms of 
the Bond Indenture (which does not include the Rebate Fund) and all other real or personal property from 
time to time conveyed, pledged, assigned or transferred to the Bond Trustee as additional security under the 
Bond Indenture. 

Authorization and Issuance of the Series 2016 Bonds 

The Bond Indenture authorizes the issuance of the Series 2016 Bonds and limits their aggregate principal 
amount to the amount stated on the cover page of this Official Statement. 

Application of Bond Proceeds 

The Authority agrees in the Bond Indenture to deposit the purchase price of the Series 2016 Bonds with the 
Bond Trustee and, upon receipt, the Bond Trustee agrees in the Bond Indenture to apply the purchase price as 
described in the front section of this Official Statement under the heading “ESTIMATED SOURCES AND USES 
OF FUNDS.” 

Bond Fund 

The Bond Indenture creates a trust fund designated “The Medical College of Wisconsin, Inc. Series 2016 
Bond Fund.”  Within the Bond Fund are created the following accounts: 

Principal Account.  Except as provided in the Bond Indenture, money in the Principal Account 
will be used solely (i) for the payment or scheduled mandatory redemption of the principal of the Series 
2016 Bonds as it becomes due, whether at maturity, redemption, acceleration or otherwise and (ii) for the 
redemption of the Series 2016 Bonds from amounts transferred to the Principal Account from the 
Prepayment Account. 
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Interest Account.  Except as provided in the Bond Indenture, money in the Interest Account will 
be used solely for the payment of the interest on the Series 2016 Bonds as it becomes due.   

Excess Funds Account.  Money in the Excess Funds Account will be (i) transferred to the Interest 
Account to the extent necessary to make the next interest payments on the Series 2016 Bonds required to be 
made within thirteen months from the date of the transfer, then to the Principal Account to the extent 
necessary to make the next payment of principal on the Series 2016 Bonds so long as the next principal 
payment is required to be made within thirteen months from the date of the transfer and then to the 
Prepayment Account or (ii) applied in any other manner directed by the Borrower in writing and 
accompanied by an Opinion of Bond Counsel to the effect that the alternate application will not adversely 
affect the validity of the Series 2016 Bonds or any exclusion from gross income for federal income tax 
purposes to which interest on the Series 2016 Bonds would otherwise be entitled. 

Prepayment Account.  Money in the Prepayment Account will be used first to make up any 
deficiencies existing in the Interest Account and the Principal Account (in that order) and second for the 
payment of the principal of and premium, if any, on Series 2016 Bonds called for optional redemption or 
extraordinary redemption as provided in the Bond Indenture.  Money remaining in the Prepayment Account 
may be used by the Bond Trustee to purchase Series 2016 Bonds in the open market for immediate 
cancellation if the Bond Trustee is requested to do so by the Borrower. 

Whenever the amount in the Bond Fund from any source is sufficient to pay the principal of the Series 
2016 Bonds, unpaid interest that has accrued on the Series 2016 Bonds and will accrue to the date the Series 2016 
Bonds are redeemed and any redemption premiums on all the Series 2016 Bonds then Outstanding and is available 
for that purpose the Bond Trustee, upon the Written Request of the Borrower, is instructed and agrees in the Bond 
Indenture to take or cause to be taken the necessary steps to pay or redeem all of the Series 2016 Bonds then 
Outstanding on the next date on which all of the Series 2016 Bonds may be redeemed and for which the required 
redemption notice may be given. 

If (i) on any date on which a payment from the Principal Account or the Interest Account is due there is not 
enough money in the Principal Account or the Interest Account to make all of the payments then required to be 
made from the Principal Account or the Interest Account or (ii) an Event of Default has occurred and the 
Outstanding Bonds have been accelerated, then money in any account of the Bond Fund may be immediately or 
from time to time thereafter transferred to any other account in the Bond Fund that the Bond Trustee determines to 
be appropriate for application as summarized under the heading “SUMMARY OF CERTAIN PROVISIONS OF 
THE BOND INDENTURE – Application of Proceeds.” 

Issuing Expenses Fund 

The Bond Indenture creates a trust fund designated “The Medical College of Wisconsin, Inc. Series 2016 
Issuing Expenses Fund.”  Money in the Issuing Expenses Fund will be used to pay Issuing Expenses or to reimburse 
the Borrower for Issuing Expenses actually paid by it.  No money on deposit in any fund or account created by the 
Bond Indenture will be used to pay Issuing Expenses other than money on deposit in the Issuing Expenses Fund.  
Upon the earlier of the receipt by the Bond Trustee of an Officer’s Certificate of the Borrower to the effect that all 
Issuing Expenses have been paid and that the Borrower has been reimbursed for all Issuing Expenses paid by it or 
the first anniversary of the issuance and delivery of the Series 2016 Bonds, amounts then on deposit in the Issuing 
Expenses Fund will be transferred to the Project Fund and applied as other amounts on deposit in the Project Fund 
would be applied and the Bond Trustee shall close the Issuing Expenses Fund. 

Project Fund 

The Bond Indenture creates a trust fund designated “The Medical College of Wisconsin, Inc. Series 2016 
Project Fund.”  Money in the Project Fund will be used (i) to pay Project Costs, (ii) to reimburse the Borrower for 
Project Costs actually paid by it or (iii) to reimburse the Borrower for Series 2016 Capitalized Interest actually paid 
by it.  Upon the earlier of receipt by the Bond Trustee of a Completion Certificate or the third anniversary of the 
original issuance and delivery of the Series 2016 Bonds, amounts on deposit in the Project Fund or deposited in the 
Project Fund on any date thereafter will be transferred to the Excess Funds Account and the Bond Trustee shall close 
the Project Fund, unless the Borrower provides the Bond Trustee with an Opinion of Bond Counsel to the effect that 
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the alternate application of those moneys will not adversely affect the validity of the Series 2016 Bonds or any 
exclusion from gross income for federal income tax purposes to which interest on the Series 2016 Bonds would 
otherwise be entitled. 

Upon the occurrence of an Event of Default and an acceleration of Outstanding Bonds, money in the 
Project Fund may be immediately or from time to time thereafter transferred to the account in the Bond Fund which 
the Bond Trustee determines to be appropriate for application as summarized under the heading “SUMMARY OF 
CERTAIN PROVISIONS OF THE BOND INDENTURE – Application of Proceeds.” 

Non-presentment of Bonds 

Subject to the provisions of the Bond Indenture when the Series 2016 Bonds are in Book Entry Form, if 
funds sufficient to pay the principal of any Series 2016 Bond when due (whether at maturity, redemption, 
acceleration or otherwise) are on deposit with the Bond Trustee but the Bond is not presented to the Bond Trustee 
for payment, then all liability of the Authority to the Registered Owner for the payment of the Bond is completely 
discharged.  The Bond Trustee agrees in the Bond Indenture to hold the funds on deposit for any Series 2016 Bonds 
that have not been presented when due, but without liability for interest, solely for the benefit of the Registered 
Owners of those Bonds.  Thereafter and prior to the transfer summarized in this paragraph, the sole claim that any 
Registered Owner who did not present its Bonds for payment when due has for the payment of its Bonds is to 
receive the funds held for its Bonds by the Bond Trustee.   

Any money held by the Bond Trustee pursuant to the provisions summarized under this heading that 
remains unclaimed by the Registered Owners entitled to it for a period of five years after the date on which those 
Bonds became due will, except as may otherwise be provided by law, be paid to the Borrower upon its Written 
Request or, if required by law, to the officer, board or body as may then be entitled by law to receive it.  Thereafter, 
the Registered Owners of the Series 2016 Bonds not presented for payment may look only to the holder of those 
funds for the payment of its Bonds and may not look to the Bond Trustee for payment of its Bonds and the Bond 
Trustee has no responsibility with respect to the money transferred or the unpresented Bonds. 

Investments Generally 

Subject to the limitations summarized under this heading, the Bond Trustee agrees in the Bond Indenture to 
continuously invest and reinvest money on deposit in the Bond Indenture Funds and the Rebate Fund in Qualified 
Investments as directed in writing by the Borrower in accordance with the requirements of the Loan Agreement.  
The Bond Trustee may conclusively rely upon the Borrower’s written instructions as to both the suitability and 
legality of the directed investments.  Ratings of Qualified Investments shall be determined at the time of purchase of 
such Qualified Investments and without regard to ratings subcategories.  In the absence of investment instructions 
from the Borrower, the Bond Trustee shall not be responsible or liable for keeping the moneys held by it under the 
Bond Indenture fully invested in Qualified Investments.  The Qualified Investments acquired pursuant to the 
provisions summarized under this heading must be (a) securities which are traded on an established securities 
market and are purchased in such a market, (b) direct obligations of the United States or (c) other obligations 
purchased at their fair market value under circumstances where their fair market value may be established by 
published evidence.  Investments made with money on deposit in the Bond Indenture Funds and the Rebate Fund 
may be made by the Bond Trustee through its own bank investment department or that of its affiliates or 
subsidiaries, and may charge its ordinary and customary fees for such trades, including investment maintenance fees 
and (i) will have maturities or be readily marketable prior to maturity in the amounts and not later than the dates as 
may be necessary to provide funds for the purpose for which the money in any account is to be used, (ii) will be held 
by or under the control of the Bond Trustee, (iii) will at all times be considered a part of the account for whose 
benefit the investment was made, (iv) will have any loss attributable to them charged to the account for whose 
benefit the investment was made, (v) in the case of the Interest Account and the Principal Account, will have any 
interest or profit derived from them applied as provided in the Loan Agreement, (vi) in the case of the Excess Funds 
Account and the Prepayment Account, will have any interest or profit derived from them retained in the Account in 
which the investment was made until applied as other amounts on deposit in the Account will be applied, (vii) in the 
case of the Issuing Expenses Fund will have any interest or profit derived from them transferred to the Project Fund 
until the Project Fund is closed pursuant to the provisions of the Bond Indenture summarized under the heading 
“SUMMARRY OF CERTAIN PROVISIONS OF THE BOND INDENTURE – The Project Fund” and thereafter to 
the Principal Account if it will be applied to the payment of principal due on the Series 2016 Bonds occurring within 
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13 months of such transfer and then to the Interest Account if it will be applied to the next two payments of interest 
due on the Series 2016 Bonds and then to the Prepayment Account, (viii) in the case of the Project Fund will have 
any interest or profit derived from them retained in the Project Fund until the Project Fund is closed pursuant to the 
provisions of the Bond Indenture summarized under the heading “SUMMARRY OF CERTAIN PROVISIONS OF 
THE BOND INDENTURE – The Project Fund” and thereafter transferred to the Principal Account if it will be 
applied to the payment of principal due on the Series 2016 Bonds occurring within 13 months of such transfer and 
then to the Interest Account if it will be applied to the next two payments of interest due on the Series 2016 Bonds 
and then to the Prepayment Account, and (ix) in all other cases will have any interest or profit derived from them 
retained in the fund or account from which the investment was made. 

Investments of amounts on deposit in the Bond Indenture Funds and the Rebate Fund is also subject to the 
Tax Exemption Agreement. 

Discharge 

The Bond Indenture, the Series 2016 Bonds, and the Loan Agreement and the estate and rights granted by 
them cease, determine and are void if  

(a) the Borrower has performed all of its obligations under the Master Indenture to the extent 
they relate to the Series 2016 Master Note and under the other Borrower’s Documents, and the Authority 
has performed its obligations under the Authority’s Documents,  

(b) all expenses of the Bond Trustee that have accrued and will accrue through the final 
payment of the Series 2016 Bonds have been paid or arrangements satisfactory to the Bond Trustee for 
their payment have been made,  

(c) all expenses of the Authority that have accrued and will accrue through the final payment 
of the Series 2016 Bonds have been paid or arrangements satisfactory to the Authority for their payment 
have been made, 

(d) provision for the payment of all Outstanding Bonds has been made to the satisfaction of 
the Bond Trustee in one or more of the following ways:  (i) by paying or causing to be paid, when due, the 
principal of, premium, if any, and interest on all Outstanding Bonds, (ii) by depositing with the Bond 
Trustee, in trust, at or before maturity, cash in an amount sufficient to pay or redeem (when redeemable) all 
Outstanding Bonds including unpaid interest that has accrued on the Series 2016 Bonds and will accrue to 
the final payment or redemption of the Series 2016 Bonds and any redemption premium, (iii) by delivering 
to the Bond Trustee, for cancellation, all Outstanding Bonds or (iv) by depositing with the Bond Trustee, in 
trust, Defeasance Obligations that mature in an amount that will, together with the income or increment to 
accrue on them but without reinvestment, be sufficient to pay or redeem (when redeemable) all Bonds at or 
before their respective maturity dates, including interest that has accrued on the Series 2016 Bonds and will 
accrue to the final payment or redemption of the Series 2016 Bonds and any redemption premium,  

(e) a notice of redemption has been given as required by the Bond Indenture if any of the 
Series 2016 Bonds are to be redeemed before their maturity or if a notice of redemption cannot then be 
given as provided in the Bond Indenture, then the Borrower has given the Bond Trustee, in a form 
satisfactory to the Bond Trustee, irrevocable instructions to provide a notice of redemption to the 
Registered Owners of any Series 2016 Bonds to be redeemed in accordance with the Bond Indenture when 
a notice of redemption can be timely given under the Bond Indenture, 

(f) if the payment of the Series 2016 Bonds has been provided for under clause (d)(ii) or 
(d)(iv) under this heading, the Bond Trustee (i) has been furnished with an Opinion of Bond Counsel to the 
effect that the actions taken as summarized under this heading will not adversely affect the validity of any 
Series 2016 Bond or any exclusion from gross income for federal income tax purposes to which interest on 
the Series 2016 Bonds would otherwise be entitled and (ii) has given notice to the Registered Owners of the 
Series 2016 Bonds at the Registered Owner’s Address of the actions taken as summarized in clause (d) 
under this heading, and 
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(g) if the payment of the Series 2016 Bonds has been provided for as described in clause 
(d)(iv) under this heading and the Series 2016 Bonds are to be redeemed more than 90 days following the 
deposit of the Defeasance Obligations and if requested by the Authority or Bond Counsel, the Bond Trustee 
has been provided an opinion from a firm of certified public accountants of the size and type commonly 
referred to as nationally known certified public accountants or a firm of independent public accountants or 
other financial experts selected by the Borrower and not objected to by the Authority to the effect that the 
funds available or to be available in the escrow for the payment of the Series 2016 Bonds will be sufficient 
to pay the principal of, premium, if any, and interest on the Series 2016 Bonds.   

On the occurrence of the events described in (a) through (g) above, the Bond Trustee is authorized and directed to  

(h) cancel the Series 2016 Master Note and deliver it to the Borrower, 

(i) execute and deliver all appropriate instruments evidencing and acknowledging the 
satisfaction of the Bond Indenture and the Loan Agreement and 

(j) assign and deliver to the Borrower any money and investments in any Bond Indenture 
Fund (except money or investments held by the Bond Trustee for the payment of the principal of, premium, 
if any, and interest on any Series 2016 Bond). 

Notwithstanding any other provision of the Bond Indenture that may be contrary to the provisions 
summarized under this heading, all money and Defeasance Obligations that are set aside and held in trust pursuant to 
the provisions summarized under this heading for the payment of the principal of, premium, if any, and interest on 
the Series 2016 Bonds will be applied to and used solely for the payment of the principal of, premium, if any, and 
interest on the particular Bonds with respect to which it was so set aside in trust.  The income derived from 
Defeasance Obligations held by the Bond Trustee pursuant to the provisions summarized under this heading that are 
not needed for the payment of the principal of, premium, if any, or interest on the Series 2016 Bonds is to be 
disposed of in a manner that, in the Opinion of Bond Counsel, will not adversely affect the validity of any Series 
2016 Bond or any exclusion from gross income for federal income tax purposes to which interest on the Series 2016 
Bonds would otherwise be entitled. 

Notwithstanding a discharge of the Bond Indenture as provided in (d)(ii) or (d)(iv) under this heading, 
resulting in the Registered Owners of the Series 2016 Bonds having a claim for the payment of their Series 2016 
Bonds solely from the cash and Defeasance Obligations so set aside, the Bond Indenture will continue to govern the 
method of making payments of principal and interest on the Series 2016 Bonds, the registration, transfer and 
exchange of the Series 2016 Bonds, the circumstances under which the Series 2016 Bonds may be redeemed and 
similar matters. 

The Bond Indenture contains provisions for partial discharge that are similar to those summarized under 
this heading. 

Redemption After Satisfaction of Bond Indenture 

Notwithstanding anything to the contrary in the Bond Indenture, upon the provision for payment of the 
Series 2016 Bonds or a portion thereof through a date after any optional redemption date as summarized in clause 
(d)(ii) or (iv) under the heading “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE – 
Discharge,” the optional redemption provisions of the Bond Indenture allowing such Series 2016 Bonds to be called 
prior to maturity upon proper notice (notwithstanding provision for the payment of such Series 2016 Bonds having 
been made through a date after the first optional redemption date provided for in the Bond Indenture) shall remain 
available to the Authority, upon direction of the Borrower, unless, in connection with making the deposits referred 
to in those sections of the Bond Indenture, the Authority, at the direction of the Borrower, shall have irrevocably 
elected to waive any future right to call such Series 2016 Bonds or portions thereof for redemption prior to maturity.  
No such redemption shall occur, however, unless the Borrower shall deliver on behalf of the Authority to the Bond 
Trustee (a) Defeasance Obligations and/or cash sufficient to discharge such Series 2016 Bonds (or portion thereof) 
on the redemption date or dates selected, (b) an opinion of a recognized independent certified public accountant or 
verification expert verifying that such Defeasance Obligations, together with the expected earnings thereon, and/or 
cash will be sufficient to provide for the payment of such Series 2016 Bonds to the redemption dates, and (c) an 
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Opinion of Bond Counsel to the effect that such earlier redemption will not, in and of itself, adversely affect any 
exclusion from gross income for federal income tax purposes to which interest on the Series 2016 Bonds would 
otherwise be entitled.  The Bond Trustee will give written notice of any such redemption to the owners of the Series 
2016 Bonds affected thereby. 

Events of Default 

The occurrence and continuance of any of the following events is an Event of Default under the Bond 
Indenture: 

(a) payment of any installment of interest on any of the Series 2016 Bonds shall not be made 
when the same shall become due and payable; or 

(b) payment of the principal of or the redemption premium, if any, on any of the Series 2016 
Bonds shall not be made when the same shall become due and payable, whether at maturity, by proceedings 
for redemption or through failure to make any payment to any fund under the Bond Indenture or otherwise; 
or 

(c) the Authority shall for any reason be rendered incapable of fulfilling its obligations under 
the Bond Indenture; or 

(d) any Event of Default under the Loan Agreement or the Master Indenture shall occur and 
such Event of Default shall be continuing from and after (i) the date the Authority is entitled under the 
Loan Agreement to request that the Master Trustee declare the Series 2016 Master Note pledged under the 
Bond Indenture to be immediately due and payable, (ii) the date on which the Master Trustee is entitled 
under the Master Indenture to declare any promissory note or other obligation issued under the Master 
Indenture immediately due and payable, or (iii) the date the Master Trustee shall declare any promissory 
note or other obligations issued under the Master Indenture immediately due and payable; or 

(e) the Authority shall default in the due and punctual performance of any other of the 
covenants, conditions, agreements and provisions contained in the Series 2016 Bonds or in the Bond 
Indenture or any indenture supplemental thereto to be performed on the part of the Authority, and such 
default shall continue for the period of 30 days after written notice specifying such default and requiring the 
same to be remedied shall have been given to the Authority and the Borrower by the Bond Trustee, which 
notice the Bond Trustee may give in its discretion and must give at the written request of the owners of not 
less than 25% in aggregate principal amount of the Series 2016 Bonds then Outstanding under the Bond 
Indenture; provided, that, if such default cannot with due diligence and dispatch be wholly cured within 30 
days but can be wholly cured, the failure of the Authority to remedy such default within such 30-day period 
shall not constitute a default under the Bond Indenture if the Authority shall immediately upon receipt of 
such notice commence with due diligence and dispatch the curing of such default and, having so 
commenced the curing of such default, shall thereafter prosecute and complete the same with due diligence 
and dispatch and the Bond Trustee shall have consented; or 

(f) the Authority, the Borrower or the Bond Trustee shall default in the performance of any 
covenant, condition, agreement or provision of the Tax Exemption Agreement, and such default shall 
continue for the period of 30 days after written notice specifying such default and requiring the same to be 
remedied shall have been given to the party or parties in default, by any of the other parties; provided that if 
such default cannot with due diligence and dispatch be wholly cured within 30 days but can be wholly 
cured, the failure of the Authority, the Borrower or the Bond Trustee to remedy such default within such 
30-day period shall not constitute a default under the Bond Indenture if any of the foregoing shall 
immediately upon receipt of such notice commence with due diligence and dispatch the curing of such 
default and, having so commenced the curing of such default, shall thereafter prosecute and complete the 
same with due diligence and dispatch. 
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Acceleration and Other Remedies 

Upon the occurrence of an Event of Default under the Bond Indenture, the Bond Trustee may, and, upon 
receipt of a request to do so from the Registered Owners of not less than 25% of the aggregate principal amount of 
the Series 2016 Bonds then Outstanding, must by written notice to the Authority and the Borrower declare the 
principal of and accrued interest on the Series 2016 Bonds (if not then due and payable) to be due and payable 
immediately. 

Upon the occurrence of any Event of Default under the Bond Indenture, the Bond Trustee may take 
whatever action at law or in equity it deems necessary or desirable (i) to collect any amounts then due under the 
Bond Indenture, the Series 2016 Bonds, the Loan Agreement, the Master Indenture or the Series 2016 Master Note, 
(ii) to enforce performance of any obligation, agreement or covenant of the Authority under the Bond Indenture or 
the Series 2016 Bonds, of the Borrower under any of the Borrower’s Documents or the Master Indenture, of a 
guarantor under any guaranty given with respect to any Series 2016 Bond or the Series 2016 Master Note or of the 
grantor of any other collateral given to secure the payment of the Series 2016 Bonds or the Series 2016 Master Note 
or (iii) to otherwise enforce any of its rights. 

None of the remedies under the Bond Indenture is exclusive of any other remedy or remedies.  Each 
remedy given under the Bond Indenture is cumulative and is in addition to every other remedy that is given or that 
now or hereafter exists at law, in equity or by statute.  No delay or omission in the exercise of any right or power 
accruing upon an Event of Default impairs the right or power or is a waiver of or acquiescence in any Event of 
Default.  Every right and power given by the Bond Indenture may be exercised from time to time and as often as 
may be deemed expedient.  No waiver of any Event of Default extends to or affects any subsequent or other Event 
of Default or impairs any rights or remedies consequent thereon. 

In the event that the Master Trustee has accelerated the Series 2016 Master Note and is pursuing its 
available remedies under the Master Indenture, the Bond Trustee, without waiving any Event of Default under the 
Bond Indenture, agrees in the Bond Indenture not to pursue its available remedies under the Bond Indenture or the 
Loan Agreement in a manner that would hinder or frustrate the pursuit by the Master Trustee of its remedies under 
the Master Indenture provided that the Bond Trustee may take any action permitted of a noteholder under the Master 
Indenture. 

If an Event of Default under the Bond Indenture shall have occurred, and if it shall have been requested so 
to do by the Registered Owners not less than 25% in aggregate principal amount of the Series 2016 Bonds 
Outstanding, and shall have been indemnified as provided in the Bond Indenture, the Bond Trustee shall be 
obligated to exercise such one or more of the rights and powers conferred by the provisions summarized under this 
heading as the Bond Trustee shall deem most expedient in the interests of the Registered Owners of the Series 2016 
Bonds; provided, however, that the Bond Trustee shall have the right to decline to comply with any such request if 
the Bond Trustee shall be advised by counsel (who may be its own counsel) that the action so requested may not 
lawfully be taken or the Bond Trustee in good faith shall determine that such action would be unjustly prejudicial to 
the Registered Owners of the Series 2016 Bonds not parties to such request or would subject the Bond Trustee to 
personal liability. 

Right To Direct Proceedings 

Anything in the Bond Indenture to the contrary notwithstanding (excluding the provisions of the Bond 
Indenture summarized in the first paragraph under the heading “SUMMARY OF CERTAIN PROVISIONS OF 
THE BOND INDENTURE – Acceleration and Other Remedies,” the Registered Owners of a majority of the 
aggregate principal amount of the Series 2016 Bonds Outstanding have the right to direct the exercise of any rights 
or remedies under the Bond Indenture or any of the Borrower’s Documents and the method and place of conducting 
all proceedings to be taken in connection with the enforcement of the Bond Indenture or any of the Borrower’s 
Documents.  The directions of the Registered Owners summarized in this paragraph are to be (a) contained in a 
request that is signed by the Registered Owners of at least a majority of the aggregate principal amount of the Series 
2016 Bonds then Outstanding and delivered to the Bond Trustee, (b) in accordance with law and the provisions of 
the Bond Indenture and (c) accompanied with indemnification of the Bond Trustee as is provided in the Bond 
Indenture. 
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Application of Proceeds 

(a) Subject to the provisions of the Bond Indenture summarized in paragraph (c) under this heading, if 
the principal of all the Series 2016 Bonds is not due, whether by declaration by the Bond Trustee pursuant to the 
provisions summarized under the heading “SUMMARY OF CERTAIN PROVISIONS OF THE BOND 
INDENTURE – Acceleration” or otherwise, then any money received by the Authority or the Bond Trustee as a 
result of the exercise of one or more of the remedies granted by the Bond Indenture or any of the Borrower’s 
Documents will be applied as follows: 

FIRST:  To the payment of (i) the costs and expenses associated with the exercise of any remedy 
granted by the Bond Indenture or any of the Borrower’s Documents, including reasonable compensation to 
the Authority, the Bond Trustee and either of their attorneys and agents, (ii) any expenses of the Authority 
and (iii) any expenses of the Bond Trustee. 

SECOND:  To fund any deficiency in the Rebate Fund if doing so will prevent the occurrence of 
an Event of Taxability. 

THIRD:  To the payment of interest then due on the Series 2016 Bonds, in the order of the 
maturity of the payments of interest then due, and, if the amount available is not sufficient to pay in full any 
particular installment of interest, then to the payment of interest ratably, according to the amounts due, to 
the persons entitled to it without discrimination or privilege. 

FOURTH:  To the payment of principal and premium, if any, then due on the Series 2016 Bonds 
(other than Bonds called for redemption for the payment of which money is held pursuant to the provisions 
of the Bond Indenture), in the order of the maturity of the payments of principal and premium then due, 
and, if the amount available is not sufficient to pay in full the Series 2016 Bonds due on any particular date 
then to their payment ratably, according to the amount of principal due, to the persons entitled to it without 
any discrimination or privilege. 

FIFTH:  To the payment of any other sums required to be paid by the Borrower pursuant to any 
provisions of the Bond Indenture or any of the Borrower’s Documents. 

SIXTH:  To the payment of any other sums required to be paid by the Borrower pursuant to any 
provisions of the Master Indenture. 

SEVENTH:  Any balance is to be paid to the Borrower, its successors or assigns, upon its written 
request, to whomever may be lawfully entitled to receive it, upon its written request, or as any court of 
competent jurisdiction may direct. 

(b) Subject to the provisions summarized in (c) under this heading, if the principal of the Series 2016 
Bonds is due, whether by declaration by the Bond Trustee pursuant to the provisions summarized under the heading 
“SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE – Acceleration” or otherwise, then any 
money received by the Authority or the Bond Trustee as a result of the exercise of one or more of the remedies 
granted by the Bond Indenture or any of the Borrower’s Documents will be applied as follows: 

FIRST:  To the payment of (i) the costs and expenses associated with the exercise of any remedy 
granted by the Bond Indenture or any of the Borrower’s Documents, including reasonable compensation to 
the Authority, the Bond Trustee and either of their attorneys and agents, (ii) any expenses of the Authority 
and (iii) any expenses of the Bond Trustee. 

SECOND:  To fund any deficiency in the Rebate Fund if doing so will prevent the occurrence of 
an Event of Taxability. 

THIRD:  To the payment of the full amount of the principal of, premium, if any, and interest then 
due and unpaid on the Series 2016 Bonds.  In the event money available for that purpose is insufficient to 
pay the full amount due, then the money that is available for that purpose will be applied ratably, according 
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to the aggregate of principal, interest and premium, if any, then due without preference or priority as 
between principal, interest or premium. 

FOURTH:  To the payment of any other sums required to be paid by the Borrower pursuant to any 
provisions of the Bond Indenture or any of the Borrower’s Documents. 

FIFTH:  To the payment of any other sums required to be paid by the Borrower pursuant to any 
provisions of the Master Indenture. 

SIXTH:  Any balance is to be paid to the Borrower, its successors or assigns, upon its written 
request, to whomever may be lawfully entitled to receive it, upon its written request, or as any court of 
competent jurisdiction may direct. 

(c) If the principal of all the Series 2016 Bonds has been declared due and payable and if the 
declaration is thereafter rescinded and annulled under the provisions of the Bond Indenture then, subject to the 
provisions summarized in paragraph (b) under this heading in the event that the principal of all the Series 2016 
Bonds later becomes due or is declared due and payable, the money is to be applied in accordance with the 
provisions summarized in paragraph (a) under this heading and any amounts transferred to the Principal Account 
and Interest Account of the Bond Fund from any other Bond Indenture Fund will be returned to the fund or account 
from which they were taken. 

(d) Whenever money is to be applied pursuant to the provisions summarized under this heading, the 
money is to be applied at the times the Bond Trustee determines, having due regard for the amount of money 
available for application and the likelihood of additional money becoming available for application in the future.  
Whenever the Bond Trustee applies funds as summarized under this heading it will fix the date (which will be a 
Bond Interest Payment Date unless it deems another date more suitable) upon which the application is to be made 
and on that date interest on the amounts of principal paid ceases to accrue.  The Bond Trustee agrees in the Bond 
Indenture to give any notice it deems appropriate of the deposit with it of any money pursuant to the provisions 
summarized under this heading and of the fixing of the payment date.  Subject to the provisions of the Bond 
Indenture when the Series 2016 Bonds are in Book Entry Form, payments of principal to the Registered Owner of 
any unpaid Bonds will not be made until the Bond is presented to the Bond Trustee at its Principal Trust Office for 
appropriate endorsement or for cancellation if fully paid. 

Remedies Vested in Bond Trustee 

All rights of action (including the right to file proofs of claim) under the Bond Indenture or under any 
Series 2016 Bonds may be enforced by the Bond Trustee without the possession of any of the Series 2016 Bonds or 
the production of them in any trial or other proceeding relating to them.  Any suit or proceeding instituted by the 
Bond Trustee is to be brought in its name as Bond Trustee without the necessity of joining as plaintiffs or defendants 
the Registered Owners.  Any resulting recovery or judgment is for the benefit of the Registered Owners of the 
Outstanding Bonds in accordance with the terms of the Bond Indenture. 

Rights and Remedies of the Registered Owners 

No Registered Owner of any Series 2016 Bond has any right to institute any suit, action or proceeding in 
equity or at law for the enforcement of the Bond Indenture, for the execution of any trust created under the Bond 
Indenture, for the appointment of a receiver or any other remedy, unless (a) an Event of Default has occurred of 
which the Bond Trustee has been notified as provided in the Bond Indenture or of which it is deemed to have notice, 
(b) the Bond Trustee has received a request to do so from the Registered Owners of not less than 25% in aggregate 
principal amount of the Series 2016 Bonds then Outstanding and has been offered a reasonable opportunity either to 
proceed to exercise the powers granted in the Bond Indenture or to institute an action, suit or proceeding in its own 
name, (c) the Bond Trustee has been offered indemnity as provided in the Bond Indenture and (d) the Bond Trustee 
thereafter fails or refuses to exercise the powers granted in the Bond Indenture or to institute an action, suit or 
proceeding in its own name.  No Registered Owner has any right to affect, disturb or prejudice the security of the 
Bond Indenture by its action or to enforce any right under the Bond Indenture except in the manner provided in the 
Bond Indenture and all proceedings at law or in equity are to be conducted in the manner provided in the Bond 
Indenture for the equal and ratable benefit of all the Registered Owners.  Nothing in the Bond Indenture, however, 
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affects or impairs the right of the Registered Owners to enforce the payment of the principal of, premium, if any, and 
interest on any Series 2016 Bonds at and after its maturity or the obligation of the Authority to pay the principal of, 
premium, if any, and interest on the Series 2016 Bonds issued under the Bond Indenture to the Registered Owners at 
the time, place, from the source and in the manner expressed in the Bond Indenture and the Series 2016 Bonds. 

Waivers of Events of Default 

The Bond Trustee (a) may waive any Event of Default under the Bond Indenture and its consequences and 
rescind any declaration of maturity of principal of and interest on the Series 2016 Bonds and (b) must do so upon 
receipt of a written request to do so from the Registered Owners of a majority in aggregate principal amount of all 
the Series 2016 Bonds then Outstanding in respect of which a default in the payment of the principal of, premium, if 
any, or interest on the Series 2016 Bonds exists or from the Registered Owners of 25% or more in principal amount 
of the Series 2016 Bonds then Outstanding in the case of any other default.  Notwithstanding the preceding sentence, 
the Bond Trustee may not waive any Event of Default in the payment of the principal of, premium, if any, or interest 
on any Series 2016 Bond unless prior to the waiver all arrears of principal, premium, if any, and interest on the 
Series 2016 Bonds, and all expenses of the Authority and the Bond Trustee in connection with the Event of Default 
have been paid or provided for. 

Removal of the Bond Trustee 

The Bond Trustee may be removed at any time without cause (a) at the written direction of the Borrower 
(so long as no Default or Event of Default under the Bond Indenture, any of the Borrower’s Documents or the 
Master Indenture has occurred, whether or not continuing) and delivered to the Bond Trustee and the Authority or 
(b) by an instrument or concurrent instruments in writing signed by the Registered Owners of a majority of the 
aggregate principal amount of the Series 2016 Bonds then Outstanding and delivered to the Bond Trustee and the 
Authority.  A removal takes effect upon the appointment of a successor or temporary Bond Trustee pursuant to the 
provisions of the Bond Indenture by the Registered Owners or the Authority and the successor or temporary Bond 
Trustee’s acceptance of its appointment. 

Supplemental Bond Indentures Not Requiring the Consent of the Registered Owners 

The Authority and the Bond Trustee may, without the consent of or notice to the Registered Owners, enter 
into an indenture or indentures supplemental to the Bond Indenture, as shall not be inconsistent with the terms and 
provisions thereof, for any one or more of the following purposes:  

(a) to cure any ambiguity or formal defect or omission in the Bond Indenture; 

(b) to grant to or confer upon the Bond Trustee for the benefit of the  holders of the Bonds 
any additional rights, remedies, powers or authority that may lawfully be granted to or conferred upon the 
holders of the Series 2016 Bonds or the Bond Trustee or either of them; 

(c) to subject to the Bond Indenture additional revenues, properties or collateral; 

(d) to add to the covenants and agreements of the Authority contained in the Bond Indenture 
other covenants and agreements thereafter to be observed for protection of the Bondholders, or, if such is 
not to the prejudice of the Bondholders, to surrender or limit any right, power or authority reserved to or 
conferred upon the Authority in the Bond Indenture, including, without limitation, the limitation of rights 
of redemption; 

(e) to evidence any succession to the Authority and the assumption by such successor of the 
covenants and agreements of the Authority contained in the Bond Indenture, the Loan Agreement or any 
subsequent loan agreement or other instruments providing for the Bonds; 

(f) to modify, amend or supplement the Bond Indenture or any Bond Indenture supplemental 
thereto in such manner as shall not be prejudicial to the interest of the owners of the Bonds, so as to permit 
the qualification of thereof under any state blue sky law; 
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(g) to conform the Bond Indenture to any changes in the Loan Agreement permitted by the 
Bond Indenture; 

(h) to permit the use of a book entry system to identify the owner of any interest in an 
obligation issued by the Authority under the Bond Indenture, whether that obligation was formerly, or 
could be, evidenced by a physical security; 

(i) to permit the Bond Trustee to comply with any duties imposed upon it by law; 

(j) to specify further the duties and responsibilities of the Bond Trustee; 

(k) to provide for the issuance of Bonds in bearer form or in any other form (whether or not 
involving certificates or other written evidence of ownership), provided that the Bond Trustee shall have 
received an Opinion of Bond Counsel to the effect that issuance of Bonds in any such form will not 
adversely affect the validity of the Bonds or any exclusion from gross income for federal income tax 
purposes to which interest on the Bonds would otherwise be entitled; 

(l) to modify or supplement the Bond Indenture in such manner as may be necessary or 
appropriate to qualify the Bond Indenture under the Trust Indenture Act of 1939 as then amended (the 
“1939 Act”), or under any similar federal statute hereafter enacted, or as may be necessary to comply with 
any applicable state securities laws that require the Bond Indenture to comport with any requirements of the 
1939 Act regardless of the applicability of the 1939 Act to the Bond Indenture, including provisions 
whereby the Bond Trustee accepts such powers, duties, conditions and restrictions under the Bond 
Indenture and the Borrower undertakes such covenants, conditions or restrictions additional to those 
contained in the Bond Indenture as would be necessary or appropriate so to qualify the Bond Indenture or 
so to comply with such state securities laws; and 

(m) to supplement the Bond Indenture in any other way that is not to the material prejudice of 
the Bond Trustee or the owners of the Bonds. 

Supplemental Bond Indentures Requiring the Consent of the Registered Owners 

Exclusive of supplemental indentures summarized under the heading “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE – Supplemental Bond Indentures Not Requiring the Consent of the 
Registered Owners,” the Authority and the Bond Trustee, with the prior written consent of the Registered Owners of 
a majority of the aggregate principal amount of the Series 2016 Bonds then Outstanding, may enter into an indenture 
or indentures supplemental to the Bond Indenture as the Authority and the Bond Trustee deem necessary and 
desirable for the purpose of modifying, altering, amending, adding to or rescinding, in any particular manner, any of 
the terms or provisions contained in the Bond Indenture or in any supplemental indenture.  No supplemental 
indenture, however, may permit, (a) an extension of the stated maturity or reduction in the principal amount of, 
reduction in the rate or extension of the time for paying interest on, a reduction of any premium payable on the 
redemption of or a reduction in the amount or extension of the time for any payment required by any sinking fund or 
principal fund applicable to any Series 2016 Bonds without the consent of the Registered Owners of all Bonds at the 
time Outstanding that would be affected by the action to be taken, (b) the creation of any lien prior to or on a parity 
with the lien of the Bond Indenture, without the consent of the Registered Owners of all Bonds at the time 
Outstanding, (c) a reduction in the aggregate principal amount of the Registered Owners that are required to consent 
to any supplemental indenture without the consent of the Registered Owners of all Bonds at the time Outstanding 
that would be affected by the action to be taken or (d) a modification of the rights, duties or immunities of the Bond 
Trustee without the written consent of the Bond Trustee. 

If at any time the Authority requests the Bond Trustee to enter into a supplemental indenture for any of the 
purposes summarized under this heading, the Bond Trustee agrees in the Bond Indenture, upon being satisfactorily 
indemnified with respect to expenses, to send notice of the proposed execution of the supplemental indenture by 
registered or certified mail to the Registered Owner of each of the Series 2016 Bonds at the Registered Owner’s 
Address subject, for so long as the Series 2016 Bonds are in a Book Entry System (as described in the forepart of 
this Official Statement), to the blanket issuer letter of representations.  The notice will briefly set forth the nature of 
the proposed supplemental indenture and state that copies of it are on file at the Principal Trust Office of the Bond 
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Trustee for inspection by the Registered Owner of any Series 2016 Bond.  If, within sixty days or any longer period 
as is prescribed by the Authority following the mailing of the notice, consent of the Registered Owners of a majority 
of the aggregate principal amount of the Series 2016 Bonds then Outstanding has been obtained, no Registered 
Owner of any Series 2016 Bond has any right to object to any of the terms and provisions summarized under this 
heading or their operation, in any manner to question the propriety of the execution of the supplemental indenture or 
to enjoin or restrain the Bond Trustee or the Authority from executing the supplemental indenture or from taking 
any action pursuant to the provisions of the supplemental indenture. 

Amendments to Certain of the Borrower’s Documents Not Requiring the Consent of the Registered Owners 

The Authority and the Bond Trustee may, without the consent of or notice to the Registered Owners, 
consent to any amendment, change or modification of the Loan Agreement or the Series 2016 Master Note (a) as 
may be required by the provisions of the Loan Agreement and the Bond Indenture, (b) for the purpose of curing any 
ambiguity or formal defect or omission in the Loan Agreement or the Series 2016 Master Note, or (c) in connection 
with any other change in the Loan Agreement or the Series 2016 Master Note that is not to the material prejudice of 
the Bond Trustee or the Registered Owners. 

Amendments to Certain of the Borrower’s Documents Requiring the Consent of the Registered Owners 

Except for the amendments, changes or modifications summarized under the heading “SUMMARY OF 
CERTAIN PROVISIONS OF THE BOND INDENTURE – Amendments to Certain of the Borrower’s Documents 
Not Requiring the Consent of the Registered Owners,” neither the Authority nor the Bond Trustee will consent to 
any other amendment, change or modification of the Loan Agreement or the Series 2016 Master Note without 
mailing a notice to all Registered Owners and obtaining the prior written consent of the Registered Owners of a 
majority of the aggregate principal amount of the Series 2016 Bonds then Outstanding in the manner summarized 
under the heading “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE - Supplemental 
Bond Indentures Requiring the Consent of the Registered Owners.”  No amendment to the Loan Agreement or the 
Series 2016 Master Note, however, may permit, (a) an extension of the stated maturity or reduction in the principal 
amount of, reduction in the rate or extension of the time for paying interest on, a reduction of the amount or an 
extension of the time for paying any premium payable on the prepayment of, or a reduction in the amount or 
extension of the time for any payment of principal on any of the obligations described in the Loan Agreement or the 
Series 2016 Master Note without the consent of the Registered Owners of all the Series 2016 Bonds that would be 
affected by the action to be taken, (b) the creation of any lien prior to or on a parity with any lien created by any of 
the Borrower’s Documents without the consent of the Registered Owners of all Bonds at the time Outstanding, (c) a 
reduction in the aggregate principal amount of Bonds the Registered Owners of which are required to consent to any 
amendment of any of the Borrower’s Documents without the consent of the Registered Owners of all Bonds at the 
time Outstanding that would be affected by the action to be taken or (d) modify the rights, duties or immunities of 
the Bond Trustee without the written consent of the Bond Trustee.  If at any time the Authority and the Borrower 
request the consent of the Bond Trustee to any proposed amendment, change or modification of the Loan Agreement 
or the Series 2016 Master Note, the Bond Trustee agrees in the Bond Indenture, upon being satisfactorily 
indemnified with respect to expenses, to send notice of the proposed amendment, change or modification prepared 
by or on behalf of the Borrower or the Authority in the same manner as summarized under the heading 
“SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE - Supplemental Bond Indentures 
Requiring the Consent of the Registered Owners.”  The notice will briefly set forth the nature of the proposed 
amendment, change or modification and state that copies of the instrument embodying it are on file at the Principal 
Trust Office of the Bond Trustee for inspection by the Registered Owners. 

SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT 

Deposits in Respect of the Series 2016 Master Note and Loan Agreement 

The Borrower covenants and agrees in the Loan Agreement to make the following payments under the 
Loan Agreement, as evidenced by the Series 2016 Master Note, directly to the Bond Trustee for deposit into the 
appropriate fund established by the  Bond Indenture, on the following dates: 
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(a) for deposit into the Interest Account on or before each June 1 and December 1, 
commencing December 1, 2016, the amount necessary, together with any money then on deposit in the 
Interest Account and available for that purpose, to pay the next installment of interest due on the Series 
2016 Bonds and 

(b) for deposit into the Principal Account on or before each December 1, commencing 
December 1, 2016, the amount necessary, together with any money then on deposit in the Principal 
Account and available for that purpose, to pay the next installment of principal due on the Series 2016 
Bonds. 

Obligation of the Borrower Unconditional 

The Borrower agrees in the Loan Agreement that its obligation to make the payments described in the Loan 
Agreement and the Series 2016 Master Note and to perform its obligations under the Loan Agreement and the Series 
2016 Master Note is absolute and unconditional and is not subject to diminution by any defense (other than 
payment), by any right of set off, counterclaim or abatement, by the happening or non-happening of any event or for 
any other reason whatsoever. 

Pledge of the Loan Agreement and the Series 2016 Master Note; Consent to Assignment of Loan Agreement 
Rights and the Series 2016 Master Note to the Bond Trustee 

Except for Unassigned Rights, all of the Authority’s right, title and interest in the Loan Agreement and the 
Series 2016 Master Note (including the right to receive the payments to be made by the Borrower pursuant to the 
Series 2016 Master Note) have been assigned to the Bond Trustee by the Bond Indenture.  The Borrower 
acknowledges and consents in the Loan Agreement to the pledge and assignment of the Loan Agreement (excluding 
Unassigned Rights), the Series 2016 Master Note and payments to be made thereunder, and of the Authority’s rights 
under the Loan Agreement (excluding Unassigned Rights) to the Bond Trustee pursuant to the Bond Indenture to 
secure payment of the Series 2016 Bonds and agrees in the Loan Agreement that the Bond Trustee may, on behalf of 
the owners of the Series 2016 Bonds, enforce the rights, remedies and privileges granted to the Authority 
thereunder, other than the Unassigned Rights. 

Agreement To Complete the Project 

The Borrower agrees in the Loan Agreement to complete or cause the completion of the Project.  The 
Borrower also agrees in the Loan Agreement to construct, acquire and install any additional land, improvements or 
equipment that are necessary, in the judgment of the Borrower, for the operation of the Project. 

Establishment of the Completion Date 

Upon the completion of all of the respective components of the Project to be financed with proceeds of the 
Series 2016 Bonds, the Borrower agrees in the Loan Agreement to deliver a Completion Certificate to the Bond 
Trustee and the Authority. 

Project Fund or Issuing Expenses Fund Insufficiency 

If amounts in the Project Fund available for the payment of Project Costs are insufficient to pay the costs of 
the Project in full, the Borrower agrees in the Loan Agreement to complete the Project with another source of funds 
other than proceeds of the Series 2016 Bonds.  If amounts in the Issuing Expenses Fund available for the payment of 
Issuing Expenses are insufficient to pay Issuing Expenses in full, the Borrower agrees in the Loan Agreement to 
complete the payment of the Issuing Expenses from its own funds. 

Maintenance of Bond Financed Property 

The Borrower agrees in the Loan Agreement that it will maintain and keep the Bond Financed Property or 
cause the Bond Financed Property to be maintained and kept in good repair, working order and condition except for 
ordinary wear and tear and that it will make or cause to be made all necessary repairs and replacements. 
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In the event the Borrower fails to perform its obligations as summarized under this heading, the Authority 
or the Bond Trustee may (but is under no obligation to) perform the Borrower’s obligations for the Borrower.  Any 
money advanced by the Authority or the Bond Trustee in discharge of the Borrower’s obligations pursuant to the 
provisions of the Bond Indenture summarized under this heading are additional obligations of the Borrower to the 
one making the advance, are due from the Borrower in immediately available funds on demand and bear interest at 
the Bond Rate from the date of the advance until paid. 

Inspection of the Bond Financed Property 

The Borrower agrees in the Loan Agreement that each of the Authority, the Bond Trustee and the 
authorized agents of either of them, on reasonable prior notice and as often as the Authority and the Bond Trustee 
reasonably determine to be desirable, (a) have the right at reasonable times to enter upon the Bond Financed 
Property and to examine and inspect it, (b) have the right to any access to the Bond Financed Property which is 
reasonably necessary to repair and maintain the Bond Financed Property in the event the Borrower fails to do so, 
(c) will be permitted to discuss the affairs and finances of the Borrower with its officers and independent 
accountants and (d) will be permitted at all reasonable times to examine and copy the books and records of the 
Borrower with respect to the Bond Financed Property; provided, however, the Borrower shall not be required to 
disclose or discuss information that is required to hold confidential either by law or contract. 

Sufficient Revenues 

Notwithstanding any other provision of the Loan Agreement or any other of the Borrower’s Documents or 
the Master Indenture, the Borrower unconditionally agrees in the Loan Agreement that it will pay pursuant to the 
Loan Agreement and the Series 2016 Master Note the full amount needed and at the times needed to enable the 
Authority to make timely payment of the principal of (whether due upon maturity, redemption, acceleration or 
otherwise), premium, if any, and interest on the Series 2016 Bonds. 

Maintenance of Tax Status 

The Borrower is organized and operated exclusively for religious, educational or charitable purposes and 
not for pecuniary profit.  Subject to the provisions summarized under the heading “SUMMARY OF CERTAIN 
PROVISIONS OF THE LOAN AGREEMENT – Tax Exempt Bonds,” the Borrower agrees in the Loan Agreement 
that it will at all times maintain its existence as a nonprofit corporation and its status as an organization described in 
Section 501(c)(3) of the Code and exempt from federal income taxation under Section 501(a) of the Code.  The 
Borrower agrees in the Loan Agreement that it will not take any action or permit any action to be taken by others 
that will adversely affect its agreement summarized in this paragraph. 

Financial Information and Reports 

The Borrower agrees in the Loan Agreement to (a) keep accurate books of record and account in which 
full, true and correct entries will be made of all the Borrower’s business and affairs in accordance with generally 
accepted accounting principles consistently applied and (b) furnish to the Financial Statement Recipients, at the 
same time it is provided to the Master Trustee, the materials and notices required to be delivered to the Master 
Trustee under the Master Indenture.  The Bond Trustee shall have no duty to review or analyze such financial 
statements or other materials and notices and shall hold such financial statements and other materials and notices 
solely as a repository for the benefit of the Bondholders; the Bond Trustee shall not be deemed to have notice of any 
information contained therein or event of default that may be disclosed therein in any manner. 

Tax Exempt Bonds 

The Borrower and Authority intend that the interest paid on the Series 2016 Bonds will be excluded from 
the gross income of the owners of the Series 2016 Bonds for federal income tax purposes pursuant to Section 103 of 
the Code.  The Borrower agrees in the Loan Agreement that it will not take any action that would, or fail to take any 
action that would cause, an Event of Taxability to occur.  The obligations of the Borrower summarized under this 
heading shall survive a defeasance of the Series 2016 Bonds pursuant to the Bond Indenture and continue until all 
the Series 2016 Bonds have been paid in full. 
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Maintenance of Status as a Member of the Obligated Group 

The Borrower agrees in the Loan Agreement that as long as any Series 2016 Bonds remain outstanding it 
will be a member of the Obligated Group. 

Maintenance of Existence 

Except as otherwise provided in the Master Indenture, the Borrower agrees in the Loan Agreement that 
during the term of the Loan Agreement it will maintain its corporate existence and will be duly qualified to transact 
business in the State, will not dissolve, will not sell, lease, transfer or otherwise dispose of all or substantially all of 
its assets, will not receive from any other corporation by sale, lease, transfer or otherwise all or substantially all of its 
assets, will not consolidate with or merge into another corporation and will not permit one or more other 
corporations to consolidate with or merge into it. 

Events of Default 

The occurrence and continuance of any of the following events is an Event of Default under the Loan 
Agreement: 

(a) failure of the Borrower to pay any installment of interest, principal or any premium on 
the Series 2016 Master Note as described under the heading “ SUMMARY OF CERTAIN PROVISIONS 
OF THE LOAN AGREEMENT - Deposits in Respect of the Series 2016 Master Note and Loan 
Agreement;” or failure by the Borrower to make any other payment required by the Loan Agreement for 
the payment of the Series 2016 Bonds when the same shall become due and payable, whether upon a 
scheduled Interest Payment Date, at maturity, upon any date fixed for prepayment or purchase, by 
acceleration or otherwise; or failure of the Borrower to make any payments required by the Tax Exemption 
Agreement; or  

(b) failure of the Borrower to comply with or perform any of the covenants, conditions, or 
provisions of the Loan Agreement or of the Tax Exemption Agreement and, except in case of a failure 
described in (a) under this heading which shall immediately constitute an Event of Default, to remedy such 
default within 30 days after written notice thereof from the Authority or the Bond Trustee to the Borrower, 
the Authority and the Bond Trustee; provided that, if such default cannot with due diligence and dispatch 
be wholly cured within 30 days but can be wholly cured, the failure of the Borrower to remedy such default 
within such 30-day period shall not constitute an Event of Default under the Loan Agreement if the 
Borrower shall immediately upon receipt of such notice commence with due diligence and dispatch the 
curing of such default and, having so commenced the curing of such default, shall thereafter prosecute and 
complete the same with due diligence and dispatch; or 

(c) if any representation or warranty made by the Borrower in the Loan Agreement, in the 
Borrower’s Closing Certificate or in any statement or certificate of the Borrower furnished to the Authority, 
the Bond Trustee or the purchasers of any Series 2016 Bonds in connection with the sale of the Series 2016 
Bonds or furnished by the Borrower pursuant to the Loan Agreement proves untrue in any material respect 
as of the date of the issuance or making thereof and shall not be made good within 30 days after written 
notice thereof from the Authority or the Bond Trustee to the Borrower, the Authority and the Bond Trustee; 
provided that, if such default cannot with due diligence and dispatch be wholly cured within 30 days but 
can be wholly cured, the failure of the Borrower to remedy such default within such 30-day period shall not 
constitute an Event of Default under the Loan Agreement if the Borrower shall immediately upon receipt of 
such notice commence with due diligence and dispatch the curing of such default and, having so 
commenced the curing of such default, shall thereafter prosecute and complete the same with due diligence 
and dispatch; or 

(d)  any Event of Default under the Master Indenture or the Master Mortgage shall occur and 
such Event of Default shall be continuing from and after (i) the date the Authority is entitled under the 
Loan Agreement to request that the Master Trustee declare the Series 2016 Master Note pledged under the 
Bond Indenture to be immediately due and payable, (ii) the date on which the Master Trustee is entitled 
under the Master Indenture to declare any promissory note or other obligation issued under the Master 
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Indenture immediately due and payable or (iii) the date the Master Trustee shall declare any promissory 
note or other obligations issued under the Master Indenture immediately due and payable. 

Remedies 

Upon the occurrence of an Event of Default, the Bond Trustee, as assignee of the Authority, may, and, 
upon receipt from the Registered Owners of at least 25% of the principal amount of the Series 2016 Bonds then 
Outstanding of a request to do so, shall by written notice to the Master Trustee, request that the Master Trustee 
declare the principal of the Series 2016 Master Note (if not then due and payable) to be due and payable 
immediately subject to the provisions of the Master Indenture regarding waiver of events of default, anything in the 
Series 2016 Master Note or in the Loan Agreement contained to the contrary notwithstanding. 

Upon the occurrence of any Event of Default the Bond Trustee, as assignee of the Authority, may take 
whatever action at law or in equity the Authority or the Bond Trustee deem necessary or desirable (i) to collect any 
amounts then due under the Loan Agreement, the Series 2016 Master Note or the Master Indenture, (ii) to enforce 
performance of any obligation, agreement or covenant of the Borrower under any of the Borrower’s Documents, the 
Series 2016 Master Note or the Master Indenture or (iii) to otherwise enforce any of its rights. 

None of the remedies of the Authority and the Bond Trustee as its assignee under the Loan Agreement is 
exclusive of any other remedy or remedies, and each remedy is cumulative and is in addition to every other remedy 
which is given or which now or hereafter exists at law, in equity or by statute.  No delay or omission by the 
Authority or the Bond Trustee in the exercise of any right or power accruing upon an Event of Default impairs the 
right or power or is a waiver of or acquiescence in any Event of Default.  Every right and power given by the Loan 
Agreement to the Authority and assigned to the Bond Trustee may be exercised from time to time and as often as 
may be deemed expedient by the Authority or the Bond Trustee.  No waiver of any Event of Default extends to or 
affects any subsequent Event of Default or impairs any rights or remedies consequent thereon. 

Waivers of Events of Default 

The Authority or the Bond Trustee, as its assignee, may waive any Event of Default under the Loan 
Agreement and its consequences and rescind any action previously taken and must do so upon receipt of a request 
from the Registered Owners of at least a majority of the principal amount of the Series 2016 Bonds then 
Outstanding.  There may not be waived, however, any Event of Default described in clause (a) under the heading 
“SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT – Events of Default” unless, prior to 
the waiver, all arrears of principal of, premium, if any, and interest on the Series 2016 Bonds, and all expenses of the 
Authority and the Bond Trustee in connection with the Event of Default have been paid or provided for.   

If any waiver of any Event of Default occurs as summarized under this heading  or any proceeding taken by 
the Bond Trustee on account of any Event of Default is discontinued, abandoned or determined adversely, then the 
Authority, the Borrower, the Bond Trustee and the Registered Owners will be restored to their former positions and 
rights under the Loan Agreement.  No waiver summarized under this heading, whether by the Bond Trustee or the 
Registered Owners, extends to or affects any subsequent or other Event of Default or impairs any rights or remedies 
consequent thereon. 

Remedies Subject to Law 

All rights, remedies and powers given by the Loan Agreement to the Authority and to the Bond Trustee, as 
its assignee, may be exercised only to the extent that the exercise does not violate any applicable provision of law.  
All the provisions of the Loan Agreement are intended to be subject to all applicable mandatory provisions of law 
which may be controlling and to be limited to the extent necessary so that they will not render the Loan Agreement 
invalid or unenforceable under the provisions of any applicable law. 
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May 11, 2016 

We have acted as bond counsel in connection with the issuance by the Wisconsin Health 
and Educational Facilities Authority (the “Authority”) of $157,805,000 of its Revenue Bonds, 
Series 2016 (The Medical College of Wisconsin, Inc.) (the “Bonds”).  The Bonds are being 
issued pursuant to Chapter 231 of the Wisconsin Statutes (the “Act”) and a resolution adopted by 
the Authority on April 20, 2016 (the “Resolution”) and under a Bond Trust Indenture dated as of 
May 1, 2016 (the “Bond Indenture”) between the Authority and U.S. Bank National Association, 
as bond trustee (the “Bond Trustee”). 

Under a Loan Agreement dated as of May 1, 2016 (the “Loan Agreement”) between the 
Authority and The Medical College of Wisconsin, Inc. (the “Borrower”), the Authority is 
loaning to the Borrower the proceeds from the sale of the Bonds to (a) advance refund a portion 
of the outstanding Wisconsin Health and Educational Facilities Authority’s Fixed Rate Revenue 
Bonds, Series 2008A (The Medical College of Wisconsin, Inc.) (the “Series 2008A Bonds” and 
the portion to be advance refunded, the “Refunded 2008A Bonds”), (b) finance or reimburse the 
Borrower for costs associated with the acquisition, construction, renovation and equipping of 
certain of the Borrower’s new and existing educational, health and research facilities described in 
the Loan Agreement (collectively, the “Project”), (c) finance certain interest on the Bonds during 
the construction of the Project and (d) pay certain costs associated with the issuance of the Bonds 
and the refunding of the Refunded 2008A Bonds. 

The Borrower’s obligation to repay such loan is evidenced by its Promissory Note, Series 
2016 (Wisconsin Health and Educational Facilities Authority) dated May 11, 2016 (the “Note”).  
The Note is being issued under and pursuant to a Master Trust Indenture dated as of 
November 1, 1990 by and between the Borrower and The Bank of New York Mellon Trust 
Company, N.A., as the current trustee thereunder (the “Master Trustee”), as supplemented, 
amended and restated by a First Amended and Restated Master Trust Indenture dated as of 
December 1, 1996, as further supplemented and amended and as currently being supplemented 
and amended by a Series 2016 Supplemental Master Trust Indenture dated as of May 1, 2016, 
between the Borrower and the Master Trustee. 

E-1



May 11, 2016 
Page 2 
 
 

   
 

The Bonds are issuable as fully registered bonds in the denominations, bear interest at the 
rates and mature on the dates and in the amounts as provided in the Bond Indenture.  The Bonds 
are subject to redemption prior to maturity at the times, in the manner and upon the terms set 
forth in the Bonds and the Bond Indenture. 

We have examined (a) copies of the Bonds numbered R-1 through R-24, (b) the Loan 
Agreement, (c) the Note, (d) the Bond Indenture, (e) a Tax Exemption Certificate and Agreement 
dated May 11, 2016 (the “Tax Exemption Agreement”) among the Authority, the Borrower and 
the Bond Trustee, (f) the Resolution, (g) the Verification Report identified below and (h) an 
Escrow Deposit Agreement dated May 11, 2016 (the “Escrow Agreement”) among the Authority, 
Wells Fargo Bank, National Association and the Borrower with respect to the advance refunding 
of the Refunded 2008A Bonds.   

As to questions of fact material to our opinion, we have examined and relied upon 
representations and certifications of officials of the Authority and the Borrower delivered in 
connection with the issuance of the Bonds (including without limitation, certifications as to the 
use of proceeds of the Bonds and the ownership, operation and use of the property financed and  
refinanced therewith) and a report of Causey Demgen & Moore P.C. dated May 11, 2016 (the 
“Verification Report”) as to, among other matters, the yield on the Bonds, the yield on the Series 
2008A Bonds and investments related to the advance refunding of the Refunded 2008A Bonds, 
without undertaking to verify the same by independent investigation.  We have also relied upon a 
legal opinion dated the date hereof of Cozen O’Connor, counsel to the Borrower, with respect to 
various matters concerning the Borrower, including (a) its status as an organization described in 
Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”), which is 
exempt from federal income taxation pursuant to Section 501(a) of the Code and is not a private 
foundation as defined in Section 509(a) of the Code, (b) its corporate existence, (c) the 
authorization, execution and delivery of the Loan Agreement, the Tax Exemption Agreement, 
the Escrow Agreement and the Note by the Borrower and (d) the validity, binding effect and 
enforceability of the Loan Agreement, the Tax Exemption Agreement, the Escrow Agreement 
and the Note against the Borrower.  We have also examined the other documents we deemed 
relevant and necessary in rendering this opinion. 

Based upon the examination described above, it is our opinion under existing law that: 

1. The Authority is a public body corporate and politic created and existing under 
the laws of the State of Wisconsin and has authority under the Act to issue the Bonds and to 
enter into and perform its obligations under the Loan Agreement, the Tax Exemption Agreement, 
the Escrow Agreement and the Bond Indenture. 

2. The Bonds are in the form required by law and have been authorized, executed, 
issued and delivered by the Authority in accordance with law, the Resolution and the Bond 
Indenture.  The Bonds are valid and binding limited obligations of the Authority and are entitled 
to the protection given by the Bond Indenture except that enforceability may be limited by 
bankruptcy, insolvency, reorganization, arrangement, moratorium, fraudulent transfer or other 
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laws affecting creditors’ rights generally.  Enforceability of the Authority’s obligations is also 
subject to general principles of equity (regardless of whether enforceability is considered in a 
proceeding in equity or at law).  The principal of, premium, if any, and interest on the Bonds are 
payable solely out of the revenues derived from the Loan Agreement or, in the event of a default 
under the Loan Agreement, as otherwise permitted by the Bond Indenture or the Resolution and 
by law.  The Bonds do not constitute or give rise to a pecuniary liability of the Authority or a 
charge against its general credit.  The Authority has no taxing power. 

3. The Loan Agreement, the Note and the amounts payable under the Loan 
Agreement and the Note by the Borrower have been pledged and assigned under the Bond 
Indenture as security for payment of the principal of, premium, if any, and interest on the Bonds. 

4. The Bond Indenture, the Loan Agreement, the Escrow Agreement and the Tax 
Exemption Agreement have each been duly authorized, executed and delivered by the Authority, 
are each in full force and effect and, assuming the due authorization, execution and delivery of 
them by the other parties to them, constitute valid and legally binding agreements of the 
Authority except to the extent limited by bankruptcy, insolvency, reorganization, arrangement, 
moratorium, fraudulent transfer or other laws of general application relating to or affecting the 
enforcement of creditors’ rights generally.  Enforceability of the Authority’s obligations is also 
subject to general principles of equity (regardless of whether enforceability is considered in a 
proceeding in equity or at law). 

5. The interest on the Bonds is excludable for federal income tax purposes from the 
gross income of the owners of the Bonds.  The interest on the Bonds is not an item of tax 
preference for purposes of the federal alternative minimum tax imposed by Section 55 of the 
Code on corporations (as that term is defined for federal income tax purposes) and individuals.  
The interest on the Bonds is, however, included in adjusted current earnings for purposes of 
computing the alternative minimum tax imposed on corporations.  The Code contains 
requirements that must be satisfied subsequent to the issuance of the Bonds in order for interest 
on the Bonds to be or continue to be excludable from the gross income of the owners of the 
Bonds for federal income tax purposes.  Failure to comply with certain of those requirements 
could cause the interest on the Bonds to be included in gross income retroactively to the date of 
issuance of the Bonds.  The Authority, the Bond Trustee and the Borrower have agreed to 
comply with all of those requirements and the opinion set forth in the first sentence of this 
paragraph is subject to the condition that the Authority, the Bond Trustee and the Borrower 
comply with those requirements.  We express no opinion regarding other federal tax 
consequences arising with respect to the Bonds. 

This opinion letter deals only with the specific legal issues that it explicitly addresses and 
no opinions may be inferred or implied beyond the matters expressly contained herein.  The 
opinions expressed herein are specifically limited to the laws of the United States and the present 
internal laws of the State of Wisconsin.  The opinions expressed herein are based upon those 
facts and circumstances in existence and laws in effect on the date hereof, and we assume no 
obligation or responsibility to update or supplement this opinion letter to reflect any facts or 
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circumstances which may hereafter come to our attention or any changes in laws which may 
hereafter occur, or to inform any person of any change in circumstances occurring after the date 
hereof which would alter the opinions rendered herein. 
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CONTINUING DISCLOSURE UNDERTAKING 

This Continuing Disclosure Undertaking (this “Disclosure Undertaking”) dated as 
of May 1, 2016, is executed and delivered by The Medical College of Wisconsin, Inc. a 
Wisconsin nonstock nonprofit corporation (the “Corporation”), in connection with the issuance 
of $157,805,000 Wisconsin Health and Educational Facilities Revenue Bonds, Series 2016 (The 
Medical College of Wisconsin, Inc.) (the “Bonds”).  The Bonds are being issued pursuant to a 
Bond Trust Indenture dated as of May 1, 2016 (the “Bond Indenture”), between the Wisconsin 
Health and Educational Facilities Authority (the “Authority”) and U.S. Bank National 
Association, as Bond Trustee (the “Trustee”).  The proceeds of the Bonds are being loaned by 
the Authority to the Corporation pursuant to a Loan Agreement dated as of May 1, 2016 (the 
“Loan Agreement”), between the Authority and the Corporation. 

Section 1. Purpose of the Disclosure Undertaking.  This Disclosure 
Undertaking is being executed and delivered by the Corporation for the benefit of the 
Bondholders (including any beneficial owners thereof when the Bonds are held in a book-entry 
system) and in order to assist the Underwriter in complying with the Rule (defined below).  The 
Corporation acknowledges that the Authority has undertaken no responsibility with respect to 
any reports, notices or disclosures provided or required under this Disclosure Undertaking, and 
has no liability to any person, including any Bondholder, with respect to any such reports, 
notices or disclosures. 

Section 2. Definitions.  In addition to the definitions set forth in the Master 
Indenture, as defined herein, which apply to any capitalized term used in this Disclosure 
Undertaking unless otherwise defined in this Disclosure Undertaking, the following capitalized 
terms shall have the following meanings: 

“Annual Financial Information” means the financial information, which shall be 
based on consolidated financial statements prepared in accordance with generally accepted 
accounting principles (“GAAP”), and operating data with respect to the Corporation and any 
future members of the Obligated Group substantially similar in form and scope to the financial 
information and operating data set forth in Appendix A to the Official Statement (except for 
information relating to interim periods other than fiscal years) under the captions “FINANCIAL 
INFORMATION—Sources of Revenues,” “—Payor Mix,” and “—Investments (limited to the 
table under the caption “Investment Returns”);” “DEBT SERVICE COVERAGE” (updates of 
this financial data shall be presented to demonstrate compliance with the required Historical 
Debt Service Coverage Ratio for the Obligated Group for the most recently completed fiscal 
year);  and “HISTORICAL AND PRO FORMA CAPITALIZATION” (updates to this section 
shall be limited to the table under this caption); and which also shall include, among other things, 
consolidated audited financial statements of the Obligated Group required to be delivered to the 
Master Trustee pursuant to the Master Indenture; provided, however, that if the audited financial 
statements of the Obligated Group are not available by the deadline for filing the Annual 
Financial Information, they shall be promptly provided when and if available and unaudited 
financial statements shall be included in the Annual Financial Information. 
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“Bondholder” shall mean the registered owner of any Bond, and the beneficial 
owner of any Bond held in a book-entry system. 

“Collateral Documents” shall mean the Bond Indenture, the Master Indenture, the 
Mortgage and the Loan Agreement. 

“Disclosure Representative” shall mean the Obligated Group Agent, or such other 
person as the members of the Obligated Group shall designate in writing from time to time. 

“Dissemination Agent” shall mean any Dissemination Agent designated as such 
in writing by the Obligated Group pursuant to the terms hereof.  Initially, there shall be no 
Dissemination Agent appointed under this Disclosure Undertaking. 

“Listed Event” means any of the following events with respect to the Bonds: 

(i) delinquency in payment when due of any principal of or interest on the 
Bonds; 

(ii) occurrence of any Event of Default under and as defined in the Collateral 
Documents (other than as described in clause (i) above), if material; 

(iii) any unscheduled draw on debt service reserves reflecting financial 
difficulties; 

(iv) any unscheduled draw on credit enhancements reflecting financial 
difficulties;   

(v) substitution of credit or liquidity providers, or their failure to perform;  

(vi) adverse tax opinions, the issuance by the Internal Revenue Service (the 
“IRS”) of proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 
5701-TEB) or other material notices or determinations with respect to the tax-exempt status of 
the Bonds, or other material events affecting the tax-exempt status of the Bonds;  

(vii) modifications to rights of Bondholders, if material; 

(viii) bond calls, if material, and tender offers; 

(ix) defeasance of the Bonds or any portion thereof; 

(x) release, substitution, or sale of property securing repayment of the Bonds 
(including property leased, mortgaged or pledged as such security), if material; 

(xi) any change in any rating on the Bonds; 

F-2



(xii) bankruptcy, insolvency, receivership or similar event of any Member of 
the Obligated Group;∗ 

(xiii) The consummation of a merger, consolidation, or acquisition involving a 
Member of the Obligated Group or the sale of all or substantially all of the assets of a Member of 
the Obligated Group (other than in the ordinary course of business), the entry into a definitive 
agreement to undertake such an action or the termination of a definitive agreement relating to 
any such actions, other than pursuant to the terms of such agreement, if material; and  

(xiv) appointment of a successor or additional trustee, or the change of name of 
a trustee, if material. 

“Listed Event Notice” means written or electronic notice specifying the 
occurrence of a Listed Event and identifying the same. 

“Master Indenture” means that certain Master Trust Indenture dated as of 
November 1, 1990 as amended and restated as of December 1, 1996, as previously supplemented 
and as currently being supplemented by a Series 2016 Supplemental Master Trust Indenture 
dated as of May 1, 2016 among the Corporation and the Master Trustee. 

“Master Trustee” shall mean The Bank of New York Mellon Trust Company, 
N.A. 

“Mortgage” means the Amended and Restated Mortgage dated as of November 1, 
2004 from the Corporation to the Master Trustee, as previously supplemented and as currently 
being supplemented by a Sixth Supplement to Amended and Restated Mortgage dated as of May 
1, 2016.   

“MSRB” means the Municipal Securities Rulemaking Board established pursuant 
to Section 15B(b)(1) of the Securities Exchange Act of 1934. 

“Obligated Group Agent” means the Corporation. 

“Obligated Person” means any person who is either generally or through an 
enterprise, fund or account of such person committed by contract or other arrangement to support 
payment of all, or part of the obligations on the Bonds. 

                                                 
∗ This event is considered to occur when any of the following occur:  the appointment of a receiver, fiscal agent or 

similar officer for the Obligated Person in a proceeding under the U.S. Bankruptcy Code or in any other 
proceeding under state or federal law in which a court or governmental authority has assumed jurisdiction over 
substantially all of the assets or business of an Obligated Person, or if such jurisdiction has been assumed by 
leaving the existing governing body and officials or officers in possession but subject to the supervision and orders 
of a court or governmental authority, or the entry of an order confirming a plan of reorganization, arrangement or 
liquidation by a court or governmental authority having supervision or jurisdiction over substantially all of the 
assets or business of the Obligated Person. 
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“Official Statement” means the Official Statement of the Authority dated April 
21, 2016 with respect to the Bonds, including the cover page and all appendices, exhibits, maps, 
letters and statements included therein or attached thereto, and all supplements thereto, with such 
changes as shall be approved by the Authority and the Corporation. 

“Prescribed Form” means, with regard to the filing of Annual Financial 
Information, Quarterly Financial Information and notices of Listed Events with the MSRB at 
www.emma.org (or such other address or addresses as the MSRB may from time to time 
specify), such electronic format, accompanied by such identifying information, as shall have 
been prescribed by the MSRB and which shall be in effect on the date of filing of such 
information. 

“Quarterly Financial Information” means an unaudited consolidated balance sheet 
and income statement for the period beginning on the first day of the Corporation’s fiscal year 
and ending on the “Quarterly Report Date”, which shall be prepared in accordance with GAAP, 
and operating data with respect to the Corporation and any future members of the Obligated 
Group substantially similar in form and scope to the operating data set forth under the caption 
“FINANCIAL INFORMATION—Sources of Revenues,” “—Payor Mix,” and “—Investments 
(limited to the table under the caption “Investment Returns”)” in Appendix A to the Official 
Statement; provided, however, that if such balance sheet and income statement and operating 
data are not available by the deadline for filing the Quarterly Financial Information, they shall be 
promptly provided when and if available. 

“Rule” shall mean Rule 15c2-12 adopted by the Securities and Exchange 
Commission under the Securities Exchange Act of 1934, as the same may be amended from time 
to time. 

“SID” means any state information depository as operated or designated by the 
State of Wisconsin as such for the purposes referred to in the Rule.  As of the date of this 
Agreement, no SID exists within the State. 

“Tax-exempt” shall mean that interest on the Bonds is excluded from gross 
income for federal income tax purposes, whether or not such interest is includable as an item of 
tax preference or otherwise includable directly or indirectly for purposes of calculating any other 
tax liability, including any alternative minimum tax or environmental tax. 

“Underwriter” shall mean collectively, J. P. Morgan Securities LLC, Loop Capital 
Markets LLC and Robert W. Baird & Co. Incorporated, as the original underwriters of the Bonds 
required to comply with the Rule in connection with offering of the Bonds. 

Section 3. Undertaking to Provide Ongoing Disclosure. 

(a) This Disclosure Undertaking constitutes the written undertaking of the 
Corporation for the benefit of the Bondholders required by the Rule.  It is the express intention of 
each member of the Obligated Group that the Bondholders be a beneficiary of this Disclosure 
Undertaking with the right to enforce this Section directly against the members of the Obligated 
Group. 
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(b) Each member of the Obligated Group, as an Obligated Person, undertakes 
to provide the following information: 

(1) Annual Financial Information; 

(2) Quarterly Financial Information; and 

(3) Listed Event Notices. 

The Disclosure Representative on behalf of the members of the Obligated Group 
shall while any Bonds are outstanding provide Annual Financial Information to the Authority, 
the Trustee and to the MSRB in Prescribed Form and the SID, if any, not later than December 15 
of each year commencing on December 15, 2016 (the “Annual Report Date”).  The Disclosure 
Representative may adjust the Annual Report Date if the Obligated Group changes its fiscal year 
by providing written notice of the change of fiscal year and the new Annual Report Date to the 
Authority, the MSRB and the SID, if any; provided that the new Annual Report Date shall be not 
more than 165 days after the end of the new fiscal year, and provided further that the period 
between the final Annual Report Date relating to the former fiscal year and the initial Annual 
Report Date relating to the new fiscal year shall not exceed one year in duration. It shall be 
sufficient if the Disclosure Representative provides to the Authority, the MSRB and the SID, if 
any, the Annual Financial Information by specific reference to documents previously provided to 
the MSRB in Prescribed Form and the SID, if any, or filed with the Securities and Exchange 
Commission and, if such a document is a final official statement within the meaning of the Rule, 
available from the MSRB. 

(c) The Disclosure Representative on behalf of the members of the Obligated 
Group shall while any Bonds are outstanding provide Quarterly Financial Information to the 
Authority, the Trustee and to the MSRB in Prescribed Form and the SID, if any, not later than 75 
days after each September 30, December 31, and March 31 of each year commencing 
September 30, 2016 (each a “Quarterly Report Date”).  The Disclosure Representative may 
adjust the Quarterly Report Dates if the Obligated Group changes its fiscal year by providing 
written notice of the change of fiscal year and the new Quarterly Report Dates to the Authority, 
the MSRB in Prescribed Form and the SID, if any; provided that the new Quarterly Report Date 
shall be not more than 75 days after the end of the new calendar quarter, and provided further 
that the period between the final Quarterly Report Date relating to the former calendar quarter 
and the initial Quarterly Report Date relating to the new calendar quarter shall not exceed one 
calendar quarter in duration. It shall be sufficient if the Disclosure Representative provides to the 
Authority, the MSRB and the SID, if any, the Quarterly Financial Information by specific 
reference to documents previously provided to the MSRB in Prescribed Form and the SID, if 
any, or filed with the Securities and Exchange Commission and, if such a document is a final 
official statement within the meaning of the Rule, available from the MSRB. 

(d) If a Listed Event occurs while any Bonds are outstanding, the Disclosure 
Representative, on behalf of the members of the Obligated Group shall provide a Listed Event 
Notice in a timely manner, not in excess of ten business days after the occurrence of the event, to 
the MSRB in Prescribed Form and to the Authority and the SID, if any.  Each Listed Event 
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Notice shall be so captioned and shall prominently state the date, title and CUSIP numbers of the 
Bonds. 

(e) Reserved. 

(f) The Disclosure Representative shall provide notice in a timely manner, not 
in excess of ten business days after the occurrence of the event, to the Trustee, the Authority, the 
MSRB in Prescribed Form and to the SID, if any, of any failure while any Bonds are outstanding 
to provide Annual Financial Information or Quarterly Financial Information on or before the 
Annual Report Date or Quarterly Report Date, as applicable (for any reason), as provided herein. 

(g) The Disclosure Representative may, from time to time, appoint or engage 
a Dissemination Agent to assist it in carrying out its obligations under this Disclosure 
Undertaking, and may discharge any such Dissemination Agent, with or without appointing a 
successor Dissemination Agent.  If no Dissemination Agent has been appointed or engaged or if 
a Dissemination Agent resigns or is otherwise removed and no successor Dissemination Agent is 
appointed or engaged, the Disclosure Representative shall perform all of the duties and assume 
all of the obligations of the Dissemination Agent hereunder.  The acting Dissemination Agent 
may resign upon 30 days prior written notice to the Authority, the Corporation and the 
Disclosure Representative. 

(h) The Dissemination Agent shall: 

(i) Without further direction or instruction from the Disclosure 
Representative or the Obligated Group Agent provide in a timely 
manner to the Authority, the MSRB in Prescribed Form and to the 
SID, if any, notice of any failure while any Bonds are outstanding 
by the Dissemination Agent to provide to the MSRB and the SID, 
if any, Annual Financial Information or Quarterly Financial 
Information on or before the Annual Report Date or Quarterly 
Report Date, as applicable (whether caused by failure of the 
Disclosure Representative to provide such information to the 
Dissemination Agent by the Annual Submission Date or Quarterly 
Submission Date or for any other reason). 

(ii) If the Disclosure Representative provides to the Dissemination 
Agent information relating to the Obligated Group or the Bonds, 
which information is not designated as a Listed Event Notice, and 
directs the Dissemination Agent to provide such information to 
information repositories, provide such information in a timely 
manner to the Authority, the Trustee, the MSRB in Prescribed 
Form and the SID, if any; 

(iii) If by the Annual Submission Date or Quarterly Submission Date, 
the Dissemination Agent has not received a copy of the Annual 
Financial Information or Quarterly Financial Information, as 
applicable, contact the Disclosure Representative to determine if 
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the Obligated Group is in compliance with subsection (c) or (d), 
and 

(iv) If the Dissemination Agent has not itself provided or received the 
representation from the Disclosure Representative that it has 
provided the Annual Financial Information or Quarterly Financial 
Information to the Authority and to the MSRB in Prescribed Form 
and the SID, if any, send a notice to such parties in substantially 
the form attached as Exhibit A. 

(v) File a report with the Disclosure Representative certifying that the 
Annual Financial Information and Quarterly Financial Information 
has been provided pursuant to this Disclosure Undertaking, stating 
the date it was provided, and listing all the parties to whom it was 
provided. 

(i) The Disclosure Representative shall determine each quarter prior to the 
date for providing the Quarterly Financial Information, in the manner it deems appropriate, 
whether there has occurred a change in the MSRB’s e-mail address and filing procedures and 
requirements each time it is required to file information with the MSRB and the SID, if any. 

(j) In addition, each member of the Obligated Group covenants to provide to 
the Disclosure Representative and/or the Dissemination Agent, if any, Annual Financial 
Information, Quarterly Financial Information and Listed Event Notices with respect to such 
member of the Obligated Group from time to time to the extent that such person continues to 
constitute an “Obligated Person” in respect of the Bonds within the meaning of the Rule. 

(k) Unless otherwise required by law and subject to technical and economic 
feasibility (including reasonable cost), the Disclosure Representative and the Dissemination 
Agent, if any, shall employ such methods of information transmission as shall be required or 
recommended by the designated recipients of the Obligated Group’s information. 

(l) Notwithstanding the foregoing, 

(i) notice of the occurrence of an event described in clauses (i), (viii) 
or (xi) of the definition of “Listed Event” shall be given by the 
Dissemination Agent, if any, unless the Disclosure Representative 
gives the Dissemination Agent written instructions not to disclose 
such occurrence; 

(ii) notice of events described in clauses (viii) and (xi) of the definition 
of “Listed Event” need not be given under this subsection any 
earlier than the notice (if any) of the underlying event is given to 
the Bondholders of affected Bonds pursuant to the Bond Indenture; 
and 
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(iii) if no Dissemination Agent is appointed hereunder, the Disclosure 
Representative shall assume the duties of the Dissemination Agent 
described in Section 3(h)(iii), 3(h)(iv) and 3(l)(i). 

Section 4. Obligated Persons. 

(a) In the event that any other person subsequently becomes a member of the 
Obligated Group or otherwise becomes an Obligated Person, the Corporation and the other 
members of the Obligated Group agree to require such person to enter into a written undertaking 
to comply with the provisions set forth in this Disclosure Undertaking as a condition of such 
person becoming a member of the Obligated Group. 

(b) Any member of the Obligated Group (other than the Corporation) reserves 
the right to terminate its obligation to provide Annual Financial Information, Quarterly Financial 
Information and notices of Listed Events, as set forth above, if and when such person is no 
longer a member of the Obligated Group, as applicable, or an Obligated Person with respect to 
the Bonds within the meaning of the Rule.  The Disclosure Representative will provide notice of 
any such termination to the Authority, the Trustee, the MSRB in Prescribed Form and the SID, if 
any. 

(c) If the Corporation’s obligations under the Loan Agreement or the 
obligations of the members of the Obligated Group under the Master Indenture are assumed in 
full by some other entity, such person shall be responsible for compliance with this Disclosure 
Undertaking in the same manner as if it were the Corporation, the members of the Obligated 
Group and the original Corporation or members of the Obligated Group, as applicable, shall have 
no further responsibility hereunder. 

Section 5. Termination of Reporting Obligation.  The continuing obligation 
hereunder of each member of the Obligated Group to provide Annual Financial Information, 
Quarterly Financial Information and Listed Event Notices hereunder shall terminate immediately 
once the Bonds are no longer outstanding, if not terminated earlier in accordance with 
Section 4(b) hereof. 

Section 6. Disclosure Representative.  The members of the Obligated Group 
shall, from time to time, appoint or engage a Disclosure Representative to assist them in carrying 
out their obligations under this Disclosure Undertaking, and may discharge any such Disclosure 
Representative, upon appointment of a successor Disclosure Representative.  If at any time there 
is not any other designated Disclosure Representative, the Corporation shall be the Disclosure 
Representative.  Each member of the Obligated Group hereby appoints the Obligated Group 
Agent as the initial Disclosure Representative and the Obligated Group Agent hereby accepts 
such appointment. 

Section 7. Amendment Waiver.  The provisions of the Disclosure 
Undertaking, including, but not limited to, the provisions relating to the accounting principles 
pursuant to which the financial statements of the Obligated Group are prepared, may be amended 
as deemed appropriate by the Corporation; but any such amendment must be adopted 
procedurally and substantively in a manner consistent with the Rule, including any interpretation 
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thereof made from time to time by the SEC.  Such interpretations currently include the 
requirements that (a) the amendment may only be made in connection with a change in 
circumstances that arises from a change in legal requirements, change in law, or change in the 
identity, nature, or status of the Obligated Group or the type of activities conducted thereby, 
(b) the undertaking, as amended, would have complied with the requirements of the Rule at the 
time of the primary offering of the Bonds, after taking into account any amendments or 
interpretations of the Rule, as well as any change in circumstances, and (c) the amendment does 
not materially impair the interests of Bondholders, as determined by parties unaffiliated with the 
Obligated Group (such as independent legal counsel). The foregoing interpretations may be 
changed in the future. 

In the first Annual Financial Information to which an amendment applies, the 
Annual Financial Information shall explain the reason for the amendment and the impact of the 
amendment on the type of operating data or financial information being provided.  If an 
amendment to this Disclosure Undertaking is made specifying the accounting principles to be 
followed in preparing financial statements, the Annual Financial Information for the first year in 
which the amendment applies shall present a comparison between the financial statements or 
information prepared on the basis of the new accounting principles and those prepared on the 
basis of the former accounting principles.  The comparison shall include a qualitative discussion 
of the differences in the accounting principles and the impact of the change in the accounting 
principles on the presentation of the financial information.  The Disclosure Representative shall 
provide notice of such amendment to the MSRB in Prescribed Form and the SID, if any.  In the 
event that the Rule is amended in the future, and such amendment would apply to the Bonds, the 
members of the Obligated Group hereby agree that this Disclosure Undertaking will be amended, 
in accordance with the provisions of this Section 7 to cause the undertaking contained in this 
Disclosure Undertaking to comply with the requirements of the Rule, as amended. 

Section 8. Additional Information.  Nothing in this Disclosure Undertaking 
shall be deemed to prevent the members of the Obligated Group from disseminating any other 
information, using the means of dissemination set forth in this Disclosure Undertaking or any 
other means of communication, or including any other information in any Annual Financial 
Information, Quarterly Financial Information or notice of occurrence of a Listed Event, in 
addition to that which is required by this Disclosure Undertaking. 

Section 9. Default.  In the event of a failure of the members of the Obligated 
Group or the Disclosure Representative, on behalf of the Obligated Group, to comply with any 
provision of this Disclosure Undertaking, the Dissemination Agent, or the Trustee if no 
Dissemination Agent is appointed hereunder, may (and, at the request of the Underwriter or the 
owners of at least 25% of the aggregate principal amount of outstanding Bonds, shall), or any 
Bondholder may seek specific performance by court order, to cause the members of the 
Obligated Group or the Disclosure Representative, on behalf of the Obligated Group to comply 
with their obligations under this Disclosure Undertaking. A default under this Disclosure 
Undertaking shall not be deemed an Event of Default under the Master Indenture, the Bond 
Indenture or the Loan Agreement, and the sole remedy under this Disclosure Undertaking in the 
event of any failure of the members of the Obligated Group or the Disclosure Representative, on 
behalf of the members of the Obligated Group, to comply with this Disclosure Undertaking shall 
be an action to compel performance.  The Dissemination Agent shall be under no obligation to 
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take any additional remedial action other than to submit a written demand to the Disclosure 
Representative to comply with its obligations under this Disclosure Undertaking unless the 
Underwriter or the owners of not less than 25% in aggregate principal amount of the outstanding 
Bonds shall request the Dissemination Agent to take such remedial action and the Dissemination 
Agent is indemnified to its satisfaction. 

Section 10. Beneficiaries.  This Disclosure Undertaking shall inure solely to 
the benefit of the members of the Obligated Group, any other Obligated Person, the Trustee, the 
Underwriter, and the Bondholders from time to time of the Bonds, and shall create no rights in 
any other person or entity. 

Section 11. Counterparts.  This Disclosure Undertaking may be executed in 
several counterparts, each of which shall be an original and all of which shall constitute but one 
and the same instrument. 
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Section 12. Governing Law.  This Disclosure Undertaking shall be governed 
by and construed in accordance with the laws of the State of Wisconsin. 

THE MEDICAL COLLEGE OF WISCONSIN, 
INC. 

By:  
 Name: 

Title: 
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EXHIBIT A 

NOTICE OF FAILURE TO FILE [ANNUAL]  
[QUARTERLY] FINANCIAL INFORMATION 

Name of Authority:  Wisconsin Health and Educational Facilities Authority  

Name of Bond Issue:  $157,805,000 Revenue Bonds, Series 2016 (The Medical College of 
Wisconsin, Inc.) 

Date of Issuance of Series 2016 Bonds:  May 11, 2016 

NOTICE IS HEREBY GIVEN that the Obligated Group has not provided the 
[Annual] [Quarterly] Financial Information with respect to the above-named Bonds as required 
by Section 3[(c)][(d)] of the Continuing Disclosure Undertaking dated as of May 1, 2016 
executed by The Medical College of Wisconsin, Inc.  The Obligated Group anticipates that the 
[Annual] [Quarterly] Financial Information will be filed by  
     

Dated:      

 

on behalf of the Obligated Group 
 
 
By:  
 Its:  

 

cc: Disclosure Representative  
[if notice is sent by Dissemination Agent] 
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