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In the opinion of Quarles & Brady LLP, Bond Counsel, assuming continuous compliance with the Internal Revenue 
Code of 1986, as amended, under existing law interest on the Series 2020 Bonds is excludable from the gross income of 
the owners thereof for federal income tax purposes and is not an item of tax preference for federal income tax purposes.  
Interest on the Series 2020 Bonds is not exempt from present Wisconsin income taxes. For a more detailed description 
of the tax status of interest on the Series 2020 Bonds and certain other income tax consequences of Series 2020 Bond 
ownership, see “TAX EXEMPTION” herein.
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General ..............................  The Wisconsin Health and Educational Facilities Authority Revenue Bonds, Series 2020 (Children’s 
Hospital of Wisconsin, Inc.) (the “Series 2020 Bonds”) will be issued at fixed interest rates to maturity 
as described below.  This cover page does not constitute a summary of the Series 2020 Bonds or the 
security therefor.  Potential investors should read the entire Official Statement, including the Appendices, 
to obtain information essential to making an informed investment decision.

DateD .................................Date of issuance.

Due .....................................August 15, as shown on the inside front cover.

Issuance .............................  The Wisconsin Health and Educational Facilities Authority (the “Authority”) will issue the Series 2020 
Bonds through the book‑entry system of The Depository Trust Company, New York, New York (“DTC”).  
The Series 2020 Bonds will be issued pursuant to a Bond Trust Indenture dated as of October 1, 2020 
(the “Bond Indenture”) between the Authority and Wells Fargo Bank, National Association, as bond 
trustee (the “Bond Trustee”).  No physical delivery of the Series 2020 Bonds will be made to beneficial 
owners, except as described in this Official Statement.  Payments with respect to the Series 2020 Bonds 
shall be made by the Bond Trustee to Cede & Co., as nominee of DTC, which will, in turn, remit such 
payments to DTC Participants for disbursement to the beneficial owners of the Series 2020 Bonds.  See 
the information under the heading “Book‑entry only system” in this Official Statement.

DenomInatIons ...................The Series 2020 Bonds will be issued in authorized denominations of $5,000 or any multiple thereof.

reDemptIon ........................  The Series 2020 Bonds are subject to mandatory, optional and extraordinary optional redemption prior 
to maturity as herein described.  See the information under the heading “the serIes 2020 BonDs — 
Redemption and Purchase Prior to Maturity” in this Official Statement.

use of proceeDs ................  The Authority will lend the proceeds from the sale of the Series 2020 Bonds to Children’s Hospital of 
Wisconsin, Inc. (the “Corporation”), which will use such proceeds, together with other available funds 
as described herein under “plan of fInance”, to (i) pay, or reimburse the Corporation for the payment of, 
the cost of acquiring, constructing, renovating and equipping certain of its health facilities as more fully 
described herein, and (ii) pay costs associated with the issuance of the Series 2020 Bonds.  See “plan of 
fInance” herein.

lImIteD oBlIGatIon .............  the serIes 2020 BonDs are lImIteD oBlIGatIons of the authorIty anD are not a DeBt or lIaBIlIty of the state 
of WIsconsIn or of any polItIcal suBDIvIsIon or aGency thereof other than the authorIty.  the Issuance of the 
serIes 2020 BonDs shall not, DIrectly or InDIrectly or contInGently, oBlIGate the state of WIsconsIn or any 
polItIcal suBDIvIsIon thereof to levy any form of taxatIon or to make any approprIatIon for the payment of the 
prIncIpal of or Interest on the serIes 2020 BonDs.  the sources of payment anD securIty for the serIes 2020 
BonDs are more fully DescrIBeD hereIn.  the authorIty has no taxInG poWer.

rIsks ...................................  There are risks associated with the purchase of the Series 2020 Bonds.  For a discussion of certain of 
these risks, see the caption “BonDholDers’ rIsks” herein.

The Series 2020 Bonds are offered when, as and if issued and received by the Underwriter, subject to prior sale, withdrawal 
or modification of the offer without any notice, and to the approval of legality of the Series 2020 Bonds by Quarles & Brady LLP, 
Bond Counsel.  Certain legal matters will be passed upon for the Authority by Quarles & Brady LLP, as its general counsel.  Certain 
legal matters will be passed upon for the Corporation and the other Members of the Obligated Group (as defined herein) described 
herein by their counsel, Foley & Lardner LLP, and for the Underwriter by its counsel, Chapman and Cutler LLP.  It is expected 
that the Series 2020 Bonds in definitive form will be available for delivery to the Bond Trustee on behalf of DTC in New York, 
New York by Fast Automated Securities Transfer, on or about October 29, 2020.

J.P. MoRgaN

October 15, 2020

† For an explanation of ratings, see “Ratings” herein.



 

 

MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATES, YIELDS, PRICES AND CUSIPS 
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TERM BOND 
MATURITY 

(AUGUST 15) 
PRINCIPAL 
AMOUNT 

INTEREST 
RATE 
(%) 

PRICE 
(%) 

YIELD 
(%) CUSIP 

2050 $33,070,000 3.000 100.166 c 2.980 97712D 7C4© 
2050 40,000,000 4.000 112.679 c 2.530 97712D 7B6© 
2052 48,335,000 3.000 99.387  3.030 97712D 7D2© 

 
 
 

                                                 
c Price and yield to first optional call date of August 15, 2030. 

© CUSIP is a registered trademark of the American Bankers Association.  CUSIP data herein is provided by CUSIP Global Services, managed 
by S&P Global Markets Intelligence on behalf of the American Bankers Association, which is not affiliated with the Corporation and is included 
solely for the convenience of the registered owners of the Series 2020 Bonds.  Neither the Authority, the Underwriter nor the Members of the 
Obligated Group are responsible for the selection or use of the CUSIP data, and no representation is made as the correctness of the CUSIP data on 
the applicable Series 2020 Bonds or as included herein.  The CUSIP number for a specific maturity of the Series 2020 Bonds is subject to being 
changed after the issuance of the Series 2020 Bonds as a result of various subsequent actions including, but not limited to, a refunding in whole or 
in part or as a result of the procurement of secondary market portfolio insurance or other similar enhancement by investors that is applicable to all 
or a portion of certain maturities of the Series 2020 Bonds. 
 



 

 

REGARDING USE OF THIS OFFICIAL STATEMENT 
The information contained herein under the headings “THE AUTHORITY” and “LITIGATION—Authority” has 

been furnished by the Wisconsin Health and Educational Facilities Authority (the “Authority”).  The information 
contained herein under the heading “BOOK-ENTRY ONLY SYSTEM” has been obtained from The Depository Trust 
Company.  All other information contained herein has been obtained from Children’s Hospital of Wisconsin, Inc. 
(the “Corporation”) and other Members of the Obligated Group (as defined herein) and from other sources (other 
than the Authority) that 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 J.P. 
Morgan Securities LLC (the “Underwriter”). 

The Underwriter has provided the following sentence for inclusion in this Official Statement.  The 
Underwriter has reviewed the information in this Official Statement in accordance with, and as part of, its 
responsibilities to investors under federal securities laws as applied to the facts and circumstances of this transaction, 
but the Underwriter does not guarantee the accuracy of or the completeness of such information. 

No dealer, broker, salesperson or other person has been authorized by the Authority, the Corporation, the 
other Members of the Obligated Group or the Underwriter 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 2020 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 Obligated Group since the date hereof. 

In making an investment decision, potential investors must rely upon their own examination of the terms of 
the offering of the Series 2020 Bonds, including the merits and risks involved. 

In connection with the offering of the Series 2020 Bonds, the Underwriter may over-allot or effect 
transactions that stabilize or maintain the market price of the Series 2020 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 2020 Bonds have not been registered under the Securities Act of 1933 nor has the Bond 
Indenture or the Master Indenture (each as defined herein) been qualified under the Trust Indenture Act of 
1939, in reliance upon exemptions contained in such Acts.  The registration or qualification of the Series 2020 
Bonds in accordance with applicable provisions of securities laws of the states in which the Series 2020 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 2020 Bonds or the accuracy or completeness of this Official Statement.  Any 
representation to the contrary may be a criminal offense. 

The order and placement of materials in this Official Statement, including the Appendices, are not to be 
deemed to be a determination of relevance, materiality or importance, and this Official Statement, including the 
Appendices, must be considered in its entirety. 

A wide variety of other information, including financial information, concerning the Obligated Group is 
available from publications and the website of the Obligated Group and others.  No such information is a part of or 
incorporated into this Official Statement, except as expressly noted herein, and, unless expressly incorporated 
herein, should be disregarded for the purpose of making an investment decision with respect to the Series 2020 
Bonds. 

References to website addresses herein are for information purposes only and may be in the form of a 
hyperlink solely for the reader’s convenience.  Unless specified otherwise, such websites and the information or 
links contained therein are not incorporated into and are not a part of this Official Statement. 

CUSIP numbers are included in this Official Statement for the convenience of the potential owners and 
owners of the Series 2020 Bonds.  No assurance can be given that the CUSIP numbers for the Series 2020 Bonds 
will remain the same after the date of issuance and delivery of the Series 2020 Bonds.  CUSIP is a registered 
trademark of the American Bankers Association.  CUSIP data herein is provided by CUSIP Global Services, 
managed by S&P Global Markets Intelligence on behalf of the American Bankers Association, which is not 



 

 

affiliated with the Corporation and is included solely for the convenience of the registered owners of the Series 2020 
Bonds.  Neither the Authority, the Underwriter nor the Members of the Obligated Group are responsible for the 
selection or use of the CUSIP data, and no representation is made as to the correctness of the CUSIP data on the 
Series 2020 Bonds or as included herein. 

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, certain of 
the information under the caption “BONDHOLDERS’ RISKS” herein and in Appendix A to this Official Statement. 

The achievement of certain results or other expectations contained in such forward-looking 
statements involve 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.  Neither the Corporation nor any of 
the other Members of the Obligated Group plans to issue any updates or revisions to those forward-looking 
statements if or when such expectations, or events, conditions or circumstances on which such statements are 
based, occur. 
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OFFICIAL STATEMENT 

relating to 

 

INTRODUCTION 

PURPOSE OF THIS OFFICIAL STATEMENT 

The purpose of this Official Statement, including the cover and inside cover pages and 
the Appendices hereto, is to set forth information in connection with the offering of 
$121,405,000 in aggregate principal amount of Revenue Bonds, Series 2020 (Children’s Hospital 
of Wisconsin, Inc.) (the “Series 2020 Bonds”) by the Wisconsin Health and Educational 
Facilities Authority (the “Authority”).  Certain terms used herein are defined in Appendices C 
and D hereto. 

THE OBLIGATED GROUP 

On the issuance date of the Series 2020 Bonds, Children’s Hospital of Wisconsin, Inc., a 
Wisconsin nonstock nonprofit corporation (the “Corporation”), and Children’s Hospital of 
Wisconsin Foundation, Inc., a Wisconsin nonstock nonprofit corporation (the “Foundation”), 
will be the only Members of the Obligated Group created under the Master Indenture described 
below.  The Corporation will be designated as the Obligated Group Representative under the 
Master Indenture and will have certain duties and powers under the Master Indenture until 
another Member of the Obligated Group is designated as the Obligated Group Representative in 
accordance with the provisions of the Master Indenture.  Other entities may become Members of 
the Obligated Group in accordance with the procedures set forth in the Master Indenture; 
however, there is no intention of adding additional Members to the Obligated Group in the 
immediately foreseeable future. 

The Corporation owns and operates a pediatric acute care hospital with 298 approved and 
staffed beds located in Wauwatosa, Wisconsin (the “Hospital”).  The Hospital is the only 
hospital in Wisconsin devoted solely to the comprehensive care and treatment of sick and injured 
children.  The Corporation also operates an inpatient hospital with 42 licensed beds in Neenah, 
Wisconsin (the “Neenah Hospital”).  In addition to its acute care services, the Corporation 
provides a full range of outpatient pediatric programs and related ancillary services throughout 
eastern Wisconsin. 

$121,405,000 
WISCONSIN HEALTH AND EDUCATIONAL FACILITIES AUTHORITY  

REVENUE BONDS, SERIES 2020 
(CHILDREN’S HOSPITAL OF WISCONSIN, INC.) 
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The Corporation is a major teaching affiliate of The Medical College of Wisconsin, Inc.  
The Foundation is responsible for the fundraising of the Corporation, Children’s Hospital and 
Health System, Inc. (the “Parent”) and other affiliated tax-exempt entities.   

The Parent is a Wisconsin nonstock, not-for-profit corporation and the parent corporation 
of a group of corporations (collectively, the “System”), including the Corporation and the 
Foundation.  The Parent and certain of its affiliated corporations (collectively, the 
“Non-Obligated Entities”) are not Members of the Obligated Group and are not liable to 
make payments with respect to the Series 2020 Bonds or on the Series 2020 Master Note 
issued under the Master Indenture.  As of and for the fiscal year ended December 31, 2019, 
the Non-Obligated Entities represented approximately 37% of the total revenues, 12% of the 
total assets, and 7% of the total net assets of the System.  See Appendix A to this Official 
Statement for a more detailed description of the Corporation, the Foundation, the System and 
their affiliates, history, organization, facilities and financial performance. 

PURPOSE OF THE SERIES 2020 BONDS 

In connection with the issuance of the Series 2020 Bonds, the Corporation and the 
Authority will enter into a Loan Agreement dated as of October 1, 2020 (the “Loan Agreement”) 
under which the proceeds to be received by the Authority from the sale of the Series 2020 Bonds 
will be loaned to the Corporation.  Such proceeds, together with other available funds as 
described herein under “PLAN OF FINANCE”, will be used to (1) pay, or reimburse the Corporation 
for the payment of, the cost of acquiring, constructing, renovating and equipping certain of its 
health facilities and (2) pay expenses incurred in connection with the issuance of the Series 2020 
Bonds.  See “PLAN OF FINANCE” hereinafter. 

SECURITY 

To evidence the loan under the Loan Agreement, the Corporation will issue its Master 
Note Series 2020 (Wisconsin Health and Educational Facilities Authority) (the “Series 2020 
Master Note”) payable to the Authority providing for payments sufficient to pay the principal of, 
premium, if any, and interest on the Series 2020 Bonds.  The Series 2020 Master Note will be 
issued pursuant to the Master Indenture described below.  The Series 2020 Master Note will be a 
general obligation of each Member of the Obligated Group.  The Authority will pledge and 
assign the Series 2020 Master Note and certain of its rights under the Loan Agreement to the 
Bond Trustee as security for the Series 2020 Bonds. 

The Series 2020 Master Note will be issued under and pursuant to the Master Trust 
Indenture dated as of December 1, 2017, as amended and supplemented (the “Existing Master 
Indenture”), among the Corporation and the Foundation, as the current members of an obligated 
group created thereunder (the “Obligated Group” or the “Members of the Obligated Group”), 
and Wells Fargo Bank, National Association, as master trustee (the “Master Trustee”), as further 
supplemented and amended by the Fourth Supplemental Master Trust Indenture dated as of 
October 1, 2020 (the “Fourth Supplemental Master Indenture” and, together with the Existing 
Master Indenture, the “Master Indenture”), between the Corporation, as Obligated Group 
Representative, on behalf of itself and the Obligated Group, and the Master Trustee.  See 
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“SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — The Master Indenture and 
the Series 2020 Master Note” below. 

As of the date of issuance of the Series 2020 Bonds, the Corporation and the Foundation 
will be the only Members of the Obligated Group.  Neither the Parent nor any of its affiliates 
(other than the Corporation and the Foundation) will be a Member of the Obligated Group and 
therefore neither the Parent nor any of its affiliates (other than the Corporation and the 
Foundation) has any obligation with respect to the Series 2020 Master Note.  The Master 
Indenture permits other entities to become Members of the Obligated Group and the withdrawal 
of Members of the Obligated Group under certain circumstances.  Notwithstanding uncertainties 
as to the enforceability of the covenant of each Member of the Obligated Group in the Master 
Indenture to be jointly and severally liable for each Master Note (as described under 
“BONDHOLDERS’ RISKS — Obligated Group Financings Carry Certain Risks”), the accounts of 
the Corporation, the Foundation 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 Master Notes of the 
Members of the Obligated Group issued under the Master Indenture are secured only by a 
security interest in Unrestricted Receivables of such Members on a parity basis.  See the 
information under the headings “SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 
BONDS — The Master Indenture and the Series 2020 Master Note” and “BONDHOLDERS’ RISKS 
—Enforceability of Security Interest in Unrestricted Receivables May Be Limited.” 

EXISTING MASTER NOTES 

The Members of the Obligated Group have previously issued Master Notes secured by 
the Master Indenture, including three master notes to secure the (i) Series 2017 Bonds, 
(ii) Revolving Line of Credit (in the principal amount of $100,000,000 and currently with no 
outstanding balance) and (iii) Taxable Bank Loan (each such term as defined below) 
(collectively, the “Existing Master Notes”).  On the issuance date of the Series 2020 Bonds, the 
Series 2020 Master Note and the Existing Master Notes will be the only Master Notes 
outstanding under the Master Indenture.  After giving effect to the issuance of the Series 2020 
Bonds (and assuming there are no outstanding advances under the Revolving Line of Credit as of 
the issuance date of the Series 2020 Bonds), there will be approximately $454,530,000 aggregate 
principal amount of outstanding indebtedness secured under the Master Indenture.  See 
“SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — Covenants Related to 
Taxable Loan” and “— Revolving Line of Credit” below. 

ADDITIONAL MASTER NOTES 

Additional Master Notes on parity with the Series 2020 Master Note and the Existing 
Master Notes may be issued by the Members of the Obligated Group for the purposes, upon the 
terms and subject to the conditions provided in the Master Indenture.  Additional Master Notes 
may be issued to the Authority to secure additional bonds or other obligations issued by the 
Authority or may be issued to parties other than the Authority.  Additional Master Notes may be 
issued upon satisfaction of the terms and conditions provided in the Master Indenture and the 
Corporation need not obtain the Authority’s consent to the issuance of additional Master Notes to 
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the Authority or to parties other than the Authority.  Subject to the conditions contained therein, 
the Master Indenture also permits the Members of the Obligated Group to incur secured and 
unsecured indebtedness in addition to the Master Notes and to enter into Guaranties.  See 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Additional Indebtedness” in 
Appendix C hereto.  See “SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — 
The Master Indenture and the Series 2020 Master Note” below. 

The Series 2020 Master Note, the Existing Master Notes and any Additional Master 
Notes issued under the Master Indenture are herein referred to collectively as the “Master 
Notes.” 

CERTAIN COVENANTS OF THE MEMBERS OF THE OBLIGATED GROUP 

The Master Indenture contains certain business and financial covenants, financial 
reporting and security provisions that relate to financial tests for the incurrence of Indebtedness, 
the disposition of property, the entry and exit of Members from the Obligated Group and a debt 
service coverage test that are summarized herein and in Appendix C to this Official Statement.  
See “SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — The Master Indenture 
and the Series 2020 Master Note — Withdrawal and Entry into the Obligated Group,” “— Other 
Master Indenture Covenants,” “— Financial Reporting; Use of System Financial Information” 
and “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE” in Appendix C to this 
Official Statement.  Certain Master Indenture covenants are subject to the proposed Master 
Indenture Amendments described below. 

AMENDMENTS TO THE MASTER INDENTURE 

The Members of the Obligated Group have proposed certain amendments to the Existing 
Master Indenture which modify certain financial and operating covenants in the Existing Master 
Indenture as described herein (collectively, the “Master Indenture Amendments”).  See 
“SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — Additional Master Notes,” 
“— Other Master Indenture Covenants” and “— Financial Reporting; Use of System Financial 
Information” below and “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
Amendments to the Master Indenture” in Appendix C to this Official Statement.  See “SECURITY 
AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — The Master Indenture and the Series 
2020 Master Note — Amendments to the Master Indenture” and “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE — Amendments to the Master Indenture” in 
Appendix C to this Official Statement. 

By purchase of the Series 2020 Bonds, the owners of the Series 2020 Bonds and the 
Bond Trustee, as the assignee of the Series 2020 Master Note, will be deemed to have 
consented to the Master Indenture Amendments by virtue of their acceptance of the Series 
2020 Bonds and the Series 2020 Master Note, respectively (the “Master Indenture 
Amendment Consent”).  The proposed Master Indenture Amendments will not be effective upon 
the issuance of the Series 2020 Bonds.  The terms of the Existing Master Indenture require the 
consent of the owners of not less than a majority in aggregate principal amount of the Master 
Notes outstanding under the Master Indenture for the Master Indenture Amendments to become 
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effective. After giving effect to the issuance of the Series 2020 Bonds, the Master Indenture 
Consent will represent consents of the holders of approximately 26.7% in principal amount of 
the outstanding Master Notes.  Consent by any holder of the Existing Master Notes is not 
expected to be obtained prior to the issuance date of the Series 2020 Bonds.  

EXCHANGE OF SERIES 2020 MASTER NOTE 

Under certain circumstances, the Series 2020 Master Note may be required to be 
exchanged for an obligation issued by or on behalf of a different credit group under a 
replacement master indenture and the Loan Agreement may be assumed by a member of the new 
credit group.  This could, under certain circumstances, lead to the substitution of different 
security in the form of a loan agreement with a new entity and an obligation backed by a credit 
group that is financially and operationally different than the Corporation, the Foundation and any 
future Members of the Obligated Group.  For more information, see the information under the 
headings “SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — Exchange of 
Series 2020 Master Note,” “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — 
Amendments to the Master Indenture” in Appendix C to this Official Statement and “SUMMARY 
OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT — SUMMARY OF 
CERTAIN PROVISIONS OF THE BOND INDENTURE — Replacement of Series 2020 Master Note with 
Note Issued Under a Separate Master Indenture” and “—Supplemental Bond Indentures Not 
Requiring the Consent of the Registered Owners” in Appendix D to this Official Statement. 

BONDHOLDERS’ RISKS 

There are risks associated with the purchase of the Series 2020 Bonds.  See the 
information under the heading “BONDHOLDERS’ RISKS” herein for a discussion of certain of these 
risks. 

CONTINUING DISCLOSURE 

The Corporation, on its own behalf and as Obligated Group Representative on behalf of 
the Members of the Obligated Group, executed a Master Continuing Disclosure Undertaking (the 
“Master Continuing Disclosure Undertaking”) under which the Corporation agreed to file 
certain financial information and notice of certain events on the Electronic Municipal Market 
Access System (“EMMA”) of the Municipal Securities Rulemaking Board pursuant to the terms 
of the Master Continuing Disclosure Undertaking and the requirements of Section (b)(5) of 
Rule 15c2-12, as amended, adopted by the Securities and Exchange Commission under the 
Securities Exchange Act of 1934, as amended (the “Rule”).  The terms of the Master Continuing 
Disclosure Undertaking, including termination, amendment and remedies, and the information to 
be filed on EMMA on a quarterly basis, an annual basis and the events that will be noticed on 
EMMA on an occurrence basis (collectively, the “Continuing Disclosure Information”) are set 
forth in the form of the Master Continuing Disclosure Undertaking in Appendix F to this Official 
Statement.  The Corporation, as Obligated Group Representative, on behalf of itself and the 
Obligated Group, engaged Digital Assurance Certification, L.L.C. (“DAC”) under a separate 
agreement to act as disclosure dissemination agent for the benefit of the holders of Series 2020 
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Bonds in order to post the Continuing Disclosure Information on EMMA in accordance with the 
Master Continuing Disclosure Undertaking.  The Obligated Group Representative will amend the 
Master Continuing Disclosure Undertaking by executing an Adoption and Amendment 
Agreement in order to make the Series 2020 Bonds subject to the Master Continuing Disclosure 
Undertaking and to add two new reportable events that became effective under the Rule on 
February 27, 2019.  See the information under the heading “CONTINUING DISCLOSURE” below. 

ADDITIONAL INFORMATION 

This Official Statement contains descriptions of, among other matters, the Series 2020 
Bonds, the Series 2020 Master Note, the Bond Indenture, the Loan Agreement, the Master 
Indenture, the Authority and the Members of the Obligated Group. Such descriptions and 
information do not purport to be comprehensive or definitive.  All references herein to the Bond 
Indenture, the Loan Agreement and the Master Indenture are qualified in their entirety by 
reference to such documents, and references herein to the Series 2020 Bonds and the Series 2020 
Master Note are qualified in their entirety by reference to the forms thereof included in the Bond 
Indenture and the Master Indenture, respectively.  Such documents are on file at the offices of 
the Underwriter and following delivery of the Series 2020 Bonds will be on file at the offices of 
the Bond Trustee.  Definitions of certain terms used but not otherwise defined herein may be 
found in Appendices C and D hereto.   

While the Series 2020 Bonds are in the Book-Entry System, references in this Official 
Statement to owners or holders of the Series 2020 Bonds (including bondholders) should be read 
to include any person for whom a Participant (as defined herein) acquires an interest in the 
Series 2020 Bonds, but (i) all rights of ownership, as described herein, must be exercised through 
DTC and the Book-Entry System and (ii) notices that are to be given to the owners by the Bond 
Trustee will be given only to DTC.  See “BOOK-ENTRY ONLY SYSTEM” hereinafter. 

PLAN OF FINANCE 

SERIES 2020 BONDS 

As described under the heading “INTRODUCTION — Purpose of the Series 2020 Bonds,” 
concurrently with the issuance of the Series 2020 Bonds, the Corporation and the Authority will 
enter into the Loan Agreement under which the proceeds to be received by the Authority from 
the sale of the Series 2020 Bonds will be loaned to the Corporation.  Such proceeds, together 
with other available monies, will be used to (1) pay or reimburse the Corporation for a portion of 
the cost of the project described under “THE PROJECT” below and (2) pay expenses incurred in 
connection with the issuance of the Series 2020 Bonds. 

THE PROJECT 

The proceeds of the Series 2020 Bonds will be used, together with certain other moneys 
available to the Corporation, to pay the cost of the acquisition, construction, renovation and 
equipping of certain hospital and related health care facilities owned or operated by the 
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Corporation, including the construction and equipping of an approximately 55,000 square foot 
first floor addition to the front of the Hospital’s campus for the Emergency 
Department/Treatment Center and the renovation of the existing ambulatory and Emergency 
Department/Treatment Center spaces.  See “STRATEGIC INITIATIVES — Capital Expenditure 
Program and Milwaukee Campus Improvement Project” in Appendix A to this Official 
Statement. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
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ESTIMATED SOURCES AND USES OF FUNDS 

The estimated sources and uses of funds, exclusive of investment earnings, are as 
follows: 

SOURCES OF FUNDS: 
SERIES 2020 

BONDS 
Principal Amount of Series 2020 Bonds $121,405,000 
Net Original Issue Premium for Series 2020 Bonds 4,830,203 

Total Sources of Funds $126,235,203 

USES OF FUNDS: 
 

Project Fund $125,000,000 
Expense Fund/Costs of Issuance(1)      1,235,203 

Total Uses of Funds $126,235,203 
______________________________ 
(1) Includes Underwriter’s discount and fees and expenses of accountants, counsel to the Members of the Obligated Group, counsel to the 

Underwriter, Bond Counsel, counsel to the Authority, Financial Advisor, the Bond Trustee and the Master Trustee, costs of printing, rating 
agency fees, costs related to the issuance of the Series 2020 Bonds and miscellaneous costs. 

 
 
 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]



 

 

ESTIMATED ANNUAL DEBT SERVICE REQUIREMENTS 

The following table sets forth, for each fiscal year ending December 31, the amounts 
estimated to be required in each year for the payment of interest when due and of principal at 
maturity or upon mandatory redemption for the Series 2020 Bonds. 

      
FISCAL YEAR 

ENDING 
DECEMBER 31 PRINCIPAL 

SERIES 2020 BONDS 
INTEREST TOTAL 

TOTAL OTHER 
DEBT SERVICE1 

TOTAL DEBT 
SERVICE 

2021 - $  3,211,264 $  3,211,264 $ 20,399,962 $ 23,611,225 
2022 - 4,042,150 4,042,150 20,401,210 24,443,360 
2023 - 4,042,150 4,042,150 20,397,482 24,439,632 
2024 - 4,042,150 4,042,150 20,399,669 24,441,819 
2025 - 4,042,150 4,042,150 20,395,669 24,437,819 
2026 - 4,042,150 4,042,150 20,397,919 24,440,069 
2027 - 4,042,150 4,042,150 20,395,169 24,437,319 
2028 - 4,042,150 4,042,150 20,396,669 24,438,819 
2029 - 4,042,150 4,042,150 20,396,169 24,438,319 
2030 - 4,042,150 4,042,150 20,397,669 24,439,819 
2031 - 4,042,150 4,042,150 20,396,469 24,438,619 
2032 - 4,042,150 4,042,150 20,399,069 24,441,219 
2033 - 4,042,150 4,042,150 20,394,669 24,436,819 
2034 - 4,042,150 4,042,150 20,398,519 24,440,669 
2035 - 4,042,150 4,042,150 20,398,769 24,440,919 
2036 - 4,042,150 4,042,150 20,395,775 24,437,925 
2037 - 4,042,150 4,042,150 20,398,775 24,440,925 
2038 - 4,042,150 4,042,150 20,396,175 24,438,325 
2039 - 4,042,150 4,042,150 20,396,600 24,438,750 
2040 - 4,042,150 4,042,150 20,398,400 24,440,550 
2041 825,000 4,042,150 4,867,150 20,397,200 25,264,350 
2042 855,000 4,012,900 4,867,900 20,397,200 25,265,100 
2043 885,000 3,982,550 4,867,550 20,397,400 25,264,950 
2044 915,000 3,951,150 4,866,150 20,396,800 25,262,950 
2045 945,000 3,918,700 4,863,700 20,399,400 25,263,100 
2046 980,000 3,885,200 4,865,200 20,399,000 25,264,200 
2047 1,010,000 3,850,450 4,860,450 20,399,600 25,260,050 
2048 21,450,000 3,814,600 25,264,600 - 25,264,600 
2049 22,210,000 3,053,700 25,263,700 - 25,263,700 
2050 22,995,000 2,265,800 25,260,800 - 25,260,800 
2051 23,810,000 1,450,050 25,260,050 - 25,260,050 
2052 24,525,000 735,750 25,260,750 - 25,260,750 

TOTAL $121,405,000   $118,975,114 $240,380,114 $550,737,403 $791,117,517 
 

                                                 
1 Includes the Wisconsin Health and Educational Facilities Authority Revenue Bonds, Series 2017 (Children’s 

Hospital of Wisconsin, Inc.) (the “Series 2017 Bonds”) and Taxable Bank Loan, which are both fixed rate 
obligations.  Excludes total leases of approximately $73,535,000 as of August 31, 2020. 
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THE SERIES 2020 BONDS 

DESCRIPTION OF THE SERIES 2020 BONDS 

The Series 2020 Bonds as initially issued will be dated as of the date of issuance thereof, 
will bear interest at the rates and will mature (subject to the redemption provisions described 
below), or be subject to purchase, as applicable, in the amounts and on the dates set forth on the 
inside cover page of this Official Statement.  Interest will be payable on February 15, 2021 and 
semiannually on each February 15, and August 15 thereafter.  Interest shall be calculated on the 
basis of a 360-day year of twelve 30-day months. 

DENOMINATIONS AND PLACES OF PAYMENT 

The Series 2020 Bonds are issuable as fully registered bonds without coupons in 
denominations of $5,000 or any multiple thereof. 

For a description of the method of payment of principal, premium, if any, and interest on 
the Series 2020 Bonds while in the Book-Entry System, see the information herein under the 
heading “BOOK-ENTRY ONLY 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 the Series 2020 Bonds when due, 
whether upon maturity, redemption, acceleration or otherwise, will be made to the Registered 
Owner upon presentation and surrender of the Series 2020 Bonds to be paid at the Principal Trust 
Office of the Bond Trustee or at the designated office of any alternate paying agent subsequently 
appointed.  Payment of any installment of interest on any Series 2020 Bond will be made to the 
person who is the Registered Owner as of the close of business on the applicable Record Date (as 
defined below) without the necessity of surrendering the Series 2020 Bond on which payment is 
being made (1) by check mailed by first-class mail on the applicable Bond Interest Payment Date 
by the Bond Trustee to the Registered Owner at the Registered Owner’s address as of such 
Record Date or (2) by wire transfer on the applicable Bond Interest Payment Date to any 
Depository or any bank in the United States that is a member of the Federal Reserve System for 
any securities depository or for any Registered Owner of $1,000,000 or more in aggregate 
principal amount of the Series 2020 Bonds who, by written request delivered to the Bond Trustee 
no later than the Record Date (as defined below) for the payment, has requested the Bond 
Trustee to make any payments of interest due it by wire transfer 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).  Such payments of interest will be made to the person in whose 
name the ownership of the Series 2020 Bonds is registered at the close of business on the first 
day of the month (whether or not a Business Day) in which a Bond Interest Payment Date occurs 
(the “Record Date”). 
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REGISTRATION, TRANSFERS AND EXCHANGES 

For a description of the method of transfer or exchange of the Series 2020 Bonds while in 
the Book-Entry System, see the information under the heading “BOOK-ENTRY ONLY SYSTEM” in 
this Official Statement.  In the event the Book-Entry System is discontinued, the following 
provisions would apply. 

The Bond Trustee is the bond registrar of the Authority for the purpose of registering, 
transferring, exchanging and replacing Series 2020 Bonds and will keep the Registration Books 
for the Series 2020 Bonds.  Subject to the further conditions contained in the Bond Indenture, the 
Series 2020 Bonds may be transferred upon presentation at the Principal Trust Office of the 
Bond Trustee if such Series 2020 Bond has been duly endorsed for transfer or is accompanied by 
a written instrument of transfer satisfactory to the Bond Trustee that has been executed by the 
Registered Owner.  The Series 2020 Bonds, upon surrender thereof at the Principal Trust Office 
of the Bond Trustee, may also be exchanged for other Series 2020 Bonds in Authorized 
Denominations having the same form, terms, interest rate, maturity and aggregate principal 
amount as the Series 2020 Bonds being exchanged.  The Registered Owner requesting any 
transfer or exchange of any Series 2020 Bond must pay, as a condition to the transfer or 
exchange, any resulting tax or other governmental charge but may not otherwise be charged for 
any exchange or transfer. 

The Bond Trustee is not required to register, transfer, exchange or replace any 
Series 2020 Bonds (1) during the 10-day period immediately preceding the first mailing or 
publication of a notice of redemption with respect to any Series 2020 Bonds of the same maturity 
or (2) after such a Series 2020 Bond or any portion thereof has been called for redemption.  The 
Authority and the Bond Trustee may treat the Registered Owner of any Series 2020 Bond as the 
absolute owner of that Series 2020 Bond for all purposes, whether or not that Series 2020 Bond 
is overdue, and will not be affected by any notice to the contrary. 
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REDEMPTION AND PURCHASE PRIOR TO MATURITY 

Mandatory Sinking Fund Redemption.  The Series 2020 Bonds maturing on August 15, 
2050 with an interest rate of 3.000% are subject to partial mandatory redemption through the 
operation of a sinking fund on the dates and in the principal amounts specified below. 

 
REDEMPTION DATE 

AUGUST 15 

PRINCIPAL 
AMOUNT 

OF REDEMPTION 

2041 $     375,000 
2042 385,000 
2043 400,000 
2044 415,000 
2045 430,000 
2046 445,000 
2047 455,000 
2048 9,710,000 
2049 10,050,000 
2050† 10,405,000 

 
______________________________ 
† Maturity 

The Series 2020 Bonds maturing on August 15, 2050 with an interest rate of 4.000% are 
subject to partial mandatory redemption through the operation of a sinking fund on the dates and 
in the principal amounts specified below. 

REDEMPTION DATE 
AUGUST 15 

PRINCIPAL 
AMOUNT 

OF REDEMPTION 

2041 $    450,000 
2042 470,000 
2043 485,000 
2044 500,000 
2045 515,000 
2046 535,000 
2047 555,000 
2048 11,740,000 
2049 12,160,000 
2050† 12,590,000 

 
______________________________ 
† Maturity 



 

13 

The Bonds maturing on August 15, 2052 are subject to mandatory sinking fund 
redemption at a redemption price equal to 100% of the principal amount thereof and accrued 
interest to the redemption date, on the dates and in the amounts as follows: 

REDEMPTION DATE 
AUGUST 15 

PRINCIPAL 
AMOUNT 

OF REDEMPTION 

2051 $23,810,000 
2052† 24,525,000 

______________________________ 
† Maturity 

Optional Redemption.  The Series 2020 Bonds are callable for redemption at the option 
of the Corporation prior to their respective stated maturity dates in the event the Corporation 
exercises its option to prepay the Series 2020 Master Note in an amount sufficient to redeem all 
or a portion of a Series 2020 Bonds then outstanding.  The Series 2020 Bonds shall be subject to 
redemption by the Authority (upon direction of the Corporation) on or after August 15, 2030 in 
whole or in part on any date at a redemption price equal to 100% of the principal amount of such 
Series 2020 Bonds being redeemed plus the full amount of the unpaid interest that has accrued 
on such Series 2020 Bonds and will accrue to the date such Series 2020 Bonds are so redeemed. 

Extraordinary Optional Redemption.  The Series 2020 Bonds are also subject to 
redemption prior to maturity in the event that the Facilities (as defined in Appendix D to this 
Official Statement) or any part thereof are damaged, destroyed, taken, condemned or sold under 
threat of condemnation so as to render the Facilities or such portion thereof, in the judgment of 
the Corporation, unsatisfactory for its intended use for a period of time longer than one year, in 
an amount not greater than the proceeds of the insurance, condemnation or sale received in 
connection therewith.  If called for redemption upon the occurrence of any of the events 
described above, the Series 2020 Bonds shall be subject to redemption prior to their respective 
stated maturity dates by the Authority, at the direction of the Corporation, in whole or in part in 
Authorized Denominations, on any date, at a redemption price equal to 100% of the principal 
amount thereof to be redeemed plus accrued but unpaid interest to the redemption date, without 
premium. 

Selection of Series 2020 Bonds for Partial Redemption.  In the case of any partial 
optional redemption or partial extraordinary optional redemption as described above, the 
Series 2020 Bonds must be redeemed in Authorized Denominations, in the amounts and of the 
maturities (and portions thereof within a maturity) designated by the Corporation or, if the 
Corporation has not provided adequate direction within 15 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, 
and within a maturity that is subject to mandatory sinking fund redemptions, applied to the 
outstanding mandatory sinking fund redemptions for such maturity on a pro rata basis by year.   

Purchase in Lieu of Redemption.  The Authority and, by their acceptance of the Series 
2020 Bonds, the bondholders irrevocably grant to the Corporation, and any assigns of the 
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Corporation with respect to this right, the option to purchase, at any time and from time to time, 
any Series 2020 Bond that is subject to optional or extraordinary optional redemption in 
accordance with the provisions of the Bond Indenture summarized above under the headings 
“REDEMPTION AND PURCHASE PRIOR TO MATURITY — Optional Redemption” and  
“— Extraordinary Optional Redemption”, on the date on which the Series 2020 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 2020 Bonds to be purchased notice of 
such mandatory tender and purchase in the same manner as a notice of redemption as described 
under the heading “REDEMPTION AND PURCHASE PRIOR TO MATURITY — Notice of Redemption 
or Purchase in Lieu of Redemption” below.  The purchase of such Series 2020 Bonds shall be 
mandatory and enforceable against the bondholders, and bondholders will not have the right to 
retain their Series 2020 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 2020 Bonds 
then being purchased to the Bond Trustee in immediately available funds not later than 
10:00 a.m., Minneapolis time, on the purchase date, and the Bond Trustee shall pay the same to 
the sellers of such Series 2020 Bonds against delivery thereof.  Following such purchase, the 
Bond Trustee shall cause such Series 2020 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 2020 Bonds, the particular Series 2020 Bonds to be 
purchased shall be selected in accordance with the provisions of the Bond Indenture for partial 
optional redemption or partial extraordinary optional redemption of the Series 2020 Bonds.  No 
purchase of the Series 2020 Bonds as described in this paragraph shall operate to extinguish the 
indebtedness of the Authority evidenced thereby.  Notwithstanding the foregoing, no purchase 
shall be made as 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 of the Series 
2020 Bonds or any exclusion from gross income for federal income tax purposes to which 
interest on the Series 2020 Bonds would otherwise be entitled. 

Notice of Redemption or Purchase in Lieu of Redemption.  In the event any of the 
Series 2020 Bonds are called for redemption or purchase in lieu of redemption as aforesaid, the 
Bond Trustee shall give a notice of the redemption or purchase identifying the Series 2020 
Bonds to be redeemed or purchased by first class mail not less than 30 or more than 60 days 
prior to the date fixed for redemption or purchase to the Registered Owner of each Series 2020 
Bond to be redeemed or purchased in whole or in part at the address for the Registered Owner 
shown on the Registration Books.  Each such notice shall also include the Redemption Notice 
Information (as defined in Appendix D to this Official Statement).  Except for a mandatory 
redemption through the operation of a sinking fund described under the heading “Mandatory 
Sinking Fund 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 
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sufficient funds are not so deposited by such date, such Series 2020 Bonds shall not be subject to 
redemption or purchase and the Registered Owners 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 2020 Bonds by first class mail, postage prepaid. 

Failure to give a notice of redemption or purchase or a defect in it shall not affect (1) the 
validity of any proceedings for the redemption or purchase of a Series 2020 Bond if the 
Registered Owner of such Series 2020 Bond receives actual notice of the redemption or purchase 
from any source or (2) the validity of the proceedings for the redemption or purchase of any 
Series 2020 Bond for which proper notice was given.  The foregoing notwithstanding, so long as 
the Book-Entry System is in place, notices will only be given to Cede & Co.  See “BOOK-ENTRY 
ONLY SYSTEM.” 

Redemption after Satisfaction of Bond Indenture.  See “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT — SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE — Redemption After Satisfaction of Bond Indenture” in 
Appendix D hereto for a description of the reservation of call rights in certain circumstances. 

SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS 

GENERAL 

The Series 2020 Bonds are limited obligations of the Authority and are payable solely 
from (i) payments, income and revenues derived pursuant to the terms of the Loan Agreement 
(except to the extent included in the Unassigned Rights, as defined in Appendix D hereto) 
including all payments made by the Corporation or the other Members of the Obligated Group 
on the Series 2020 Master Note, (ii) all amounts realized upon recourse to the Loan Agreement 
or any collateral given by the Corporation to secure its obligations under the Loan Agreement, 
(iii) all amounts realized upon recourse to the Master Indenture which are available pursuant to 
the Master Indenture to pay amounts due on the Series 2020 Master Note, and (iv) 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.  Certain moneys deposited with the Bond 
Trustee will be held in a rebate fund established pursuant to a Tax Exemption Certificate and 
Agreement among the Authority, the Bond Trustee and the Corporation.  Amounts held in the 
rebate fund are not pledged to secure the Series 2020 Bonds and consequently will not be 
available to make payments on the Series 2020 Bonds. 

THE LOAN AGREEMENT 

The rights of the Authority in and to the Series 2020 Master Note, the amounts payable 
thereon and the amounts payable to the Authority under the Loan Agreement (except to the 
extent included in the Unassigned Rights, as defined in Appendix D hereto) 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 2020 Bonds.  The Corporation agrees under the Loan Agreement to 
make its payments on the Series 2020 Master Note directly to the Bond Trustee.  The Loan 
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Agreement imposes certain restrictions on the Corporation’s actions for the benefit of the 
Authority and the holders of the Series 2020 Bonds.  See the information under the heading 
“SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT — 
SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT” in Appendix D to this Official 
Statement. 

THE MASTER INDENTURE AND THE SERIES 2020 MASTER NOTE 

General.  To evidence the loan under the Loan Agreement, the Corporation will issue its 
Series 2020 Master Note payable to the Authority providing for payments sufficient to pay the 
principal of, and premium, if any, and interest on the Series 2020 Bonds.  The Series 2020 
Master Note will be issued pursuant to the Master Indenture described below.  The Series 2020 
Master Note will be a general obligation of each Member of the Obligated Group.  The Authority 
will pledge and assign the Series 2020 Master Note and certain of its rights under the Loan 
Agreement to the Bond Trustee as security for the Series 2020 Bonds. 

The Series 2020 Master Note will be issued under and pursuant to the Master Indenture.  
At the time of the issuance of the Series 2020 Bonds, the Corporation and the Foundation will be 
the only Members of the Obligated Group created under the Master Indenture.  Neither the 
Parent nor any affiliated corporation (other than the Corporation and the Foundation) will have 
any obligation to make payments with respect to the Series 2020 Master Note or any other 
Master Note issued under the Master Indenture. 

Payments on the Series 2020 Master Note will be the joint and several obligations of each 
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 Master Note (as described under “BONDHOLDERS’ RISKS — Obligated 
Group Financings Carry Certain Risks”), the accounts of the Corporation, the Foundation and 
any future Members of the Obligated Group will be combined for financial reporting purposes 
and will be used in determining compliance with various covenants and tests contained in the 
Master Indenture. 

The Series 2020 Master Note is a general obligation of each Member of the Obligated 
Group.  Pursuant to the Master Indenture, the Master Notes of the Members of the Obligated 
Group are secured only by a security interest in the Unrestricted Receivables of such Members. 
See the information under the heading “BONDHOLDERS’ RISKS — Obligated Group Financings 
Carry Certain Risks” and “—Enforceability of Security Interest in Unrestricted Receivables May 
Be Limited” herein. 

Amendments to the Master Indenture.  The Members of the Obligated Group have 
proposed certain amendments to the Existing Master Indenture which modify certain financial 
and operating covenants in the Existing Master Indenture as described herein (collectively, the 
“Master Indenture Amendments”).  See “Additional Master Notes,” “Other Master Indenture 
Covenants” and “Financial Reporting; Use of System Financial Information” below and 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Amendments to the Master 
Indenture” in Appendix C to this Official Statement.  In order for the Master Indenture 



 

17 

Amendments to become effective, the Existing Master Indenture requires receipt of the consent 
of a majority in aggregate principal amount of the Master Notes outstanding under the Master 
Indenture.  See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Amendments 
to the Master Indenture” in Appendix C to this Official Statement. 

By purchase of the Series 2020 Bonds, the owners of the Series 2020 Bonds and the 
Bond Trustee, as the assignee of the Series 2020 Master Note, will be deemed to have 
consented to the Master Indenture Amendments by virtue of their acceptance of the Series 
2020 Bonds and the Series 2020 Master Note, respectively (the “Master Indenture 
Amendment Consent”).  The proposed Master Indenture Amendments will not be effective upon 
the issuance of the Series 2020 Bonds.  The terms of the Existing Master Indenture require the 
consent of the owners of not less than a majority in aggregate principal amount of the Master 
Notes outstanding under the Master Indenture for the Master Indenture Amendments to become 
effective. After giving effect to the issuance of the Series 2020 Bonds, the Master Indenture 
Consent will represent consents of the holders of approximately 26.7% in principal amount of 
the outstanding Master Notes.  None of the holders of the Existing Master Notes are expected to 
deliver consent to the Master Indenture Amendments prior to the issuance date of the 
Series 2020 Bonds. 

Additional Master Notes.  Under certain conditions specified in the Master Indenture, 
Members of the Obligated Group may issue Master Notes, in addition to the Series 2020 Master 
Note and the Existing Master Notes, to parties other than the Authority, which additional Master 
Notes will not be pledged under the Bond Indenture, but will be equally and ratably secured by 
the Master Indenture with the Series 2020 Master Notes. 

Any defaults under the Existing Master Notes or any additional Master Notes could 
adversely impact the ability of the Members of the Obligated Group to make payments under the 
Series 2020 Master Note which would adversely impact the Series 2020 Bonds.  An acceleration 
of the Existing Master Notes or any additional Master Notes could lead to the acceleration of the 
Series 2020 Master Note and the Series 2020 Bonds. 

On the issuance date of the Series 2020 Bonds, the Series 2020 Master Note and the 
Existing Master Notes will be the only Master Notes outstanding under the Master Indenture.  
After giving effect to the issuance of the Series 2020 Bonds (and assuming there are no 
outstanding advances under the Revolving Line of Credit as of the issuance date of the Series 
2020 Bonds), there will be approximately $454,530,000 aggregate principal amount of 
outstanding indebtedness secured under the Master Indenture.  The Master Indenture also 
permits such additional Master Notes to be secured by security in addition to that provided for 
the Series 2020 Master Note, including Liens on the Property (including health care facilities) of 
Members of the Obligated Group, or letters or lines of credit or insurance or security interests in 
a 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 incur Additional 
Indebtedness and to enter into Guaranties without limit provided certain financial tests are met, 
see “Other Master Indenture Covenants” below and “SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER INDENTURE — Additional Indebtedness” in Appendix C to this Official Statement.  
When the Master Indenture Amendments become effective the Obligated will be permitted to 
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incur Indebtedness without restriction and without satisfying any financial tests.  See 
“Amendments to the Master Indenture” above and “SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER INDENTURE — Amendments to the Master Indenture” in Appendix C to this Official 
Statement.  See also Appendix C to this Official Statement for a summary 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 Master Notes issued under the Master Indenture.  The Master 
Indenture provides that Supplemental Master Indentures pursuant to which one or more series of 
Master Notes are issued may supply terms that apply to such Master Notes while such Master 
Notes are outstanding under the Master Indenture. 

Withdrawal and Entry into the Obligated Group.  The Master Indenture permits other 
entities to become Members of the Obligated Group and the withdrawal of Members of the 
Obligated Group under certain circumstances.  Notwithstanding uncertainties as to the 
enforceability of the covenant of each Member of the Obligated Group in the Master Indenture to 
be jointly and severally liable for each Master Note (as described under “BONDHOLDERS’ RISKS 
— Obligated Group Financings Carry Certain Risks”), the accounts of the Corporation, the 
Foundation 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 Master Notes of the Members of the Obligated 
Group issued under the Master Indenture are secured only by a security interest in Unrestricted 
Receivables of such Members on a parity basis.  See the information under the headings 
“SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS — The Master Indenture and 
the Series 2020 Master Note” and “BONDHOLDERS’ RISKS — Enforceability of Security Interest 
in Unrestricted Receivables May Be Limited.”  See “SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER INDENTURE — Cessation of Status as a Member of the Obligated Group” in Appendix C 
to this Official Statement. 

Other Master Indenture Covenants.  Pursuant to the Master Indenture, the Members of 
the Obligated Group will be subject to certain operational and financial restrictions that relate, 
among other things, to: the creation of Liens on Property of the Obligated Group, and the sale, 
lease or other disposition of the Property of the Obligated Group.  Certain of those restrictions 
will be amended by the Master Indenture Amendments.  See “SUMMARY OF CERTAIN PROVISIONS 
OF THE MASTER INDENTURE” and “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE — Amendments to the Master Indenture” in Appendix C to this Official Statement.  

The Master Indenture will also require the Members of the Obligated Group to 
demonstrate each fiscal year that the Historical Debt Service Coverage Ratio of the Obligated 
Group is at least 1.10:1.  This calculation will be based upon Income Available for Debt Service 
and the Debt Service Requirements of the Obligated Group.  If the Obligated Group fails to 
maintain such ratio in any particular fiscal year and the Obligated Group’s Days of Unrestricted 
Cash on Hand is less than 150 days as of the end of such fiscal year, the Master Indenture 
requires the Obligated Group to retain a Consultant to make recommendations in order to 
increase such Historical Debt Service Coverage Ratio of the Obligated Group to at least 1.10:1 
for the next succeeding fiscal year (or, if in the opinion of the Consultant the attainment of such 
level is impracticable, to the highest practicable level).  If the Obligated Group Representative 
delivers a Consultant’s report to the Master Trustee that states that Industry Restrictions have 
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made it impossible for the Obligated Group’s Historical Debt Service Coverage Ratio of 1.10:1 
to be met, then such ratio shall be reduced to the maximum ratio which the Industry Restrictions 
would allow the Obligated Group Members to achieve, but in no event less than a Historical 
Debt Service Coverage Ratio of 1.00:1 for the next succeeding Fiscal Year.  Pursuant to the 
Master Indenture, the Obligated Group must fail to maintain a Historical Debt Service Coverage 
Ratio of at least 1.00:1 for two consecutive fiscal years before an Event of Default will occur 
under the Master Indenture.  See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE — Historical Debt Service Coverage Ratio” in Appendix C to this Official 
Statement.  The provisions of the Existing Master Indenture summarized in this paragraph will 
be amended by the Master Indenture Amendments by deleting all references to Historical Debt 
Service Coverage Ratio and replacing them with the defined term “Maximum Annual Debt Service 
Coverage Ratio”.  The provisions of the Existing Master Indenture summarized in this paragraph 
will be amended further by the Master Indenture Amendments by providing that, notwithstanding 
the foregoing provisions, if (i) the Obligated Group has no less than 150 Days of Unrestricted 
Cash on Hand as of such Fiscal Year end or (ii) such failure to maintain a Maximum Annual 
Debt Service Coverage Ratio of 1.10 is a direct or indirect result of a Force Majeure Event, as 
determined in the sole discretion of the Obligated Group Representative, then the Obligated 
Group Representative shall not be required to retain a Consultant for the purposes described in 
this.  See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Amendments to 
the Master Indenture” in Appendix C to this Official Statement. 

Various financial covenants in the Master Indenture, including the rate covenant 
described in the preceding paragraph and as described in the following paragraph, may be 
calculated on the basis of System financial information rather than the financial information of 
the Obligated Group as described in the next paragraph.  

Financial Reporting; Use of System Financial Information.  The Master Indenture 
requires that the Members of the Obligated Group provide to the Master Trustee, one or more 
financial statements that, in the aggregate, include the Obligated Group Members within 
150 days after the last day of each fiscal year consisting of the financial information and such 
other information as described in the Master Indenture.  Alternatively, the Members of the 
Obligated Group may use financial information of the System to deliver such financial 
statements provided that the total operating revenues and the total unrestricted net assets of the 
Members of the Obligated Group represent at least eighty-five (85%) of the consolidated total 
operating revenues and the consolidated total unrestricted net assets of the System for the fiscal 
year covered by the financial statements.  See “SUMMARY OF CERTAIN PROVISIONS OF THE 
MASTER INDENTURE — Financial Statements” in Appendix C to this Official Statement.  For 
purposes of determining compliance with all financial covenants and ratios pursuant to the 
Master Indenture, the Obligated Group Representative may elect to calculate such covenants and 
ratios using (i) financial information derived from the financial statements of the System 
(provided that the total operating revenues or the total unrestricted net assets of the Members of 
the Obligated Group represent at least eighty-five (85%) of the consolidated total operating 
revenues or the consolidated total unrestricted net assets, respectively, of the System for the 
fiscal year covered by the financial statements) or (ii) financial information of the Obligated 
Group derived from the Obligated Group supplemental schedules included in the financial 
statements; provided that, if the total operating revenues or the total unrestricted net assets of the 
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Members represent less than eighty-five (85%) of the consolidated total operating revenues and 
the consolidated total unrestricted net assets, respectively, of the System for the fiscal year 
covered by such financial statements, all financial covenants and ratios required to be calculated 
for such fiscal year shall be calculated upon the Obligated Group supplemental schedules, and 
any and all references to the term “System” in such covenants shall be replaced with the terms 
“Obligated Group” and “Obligated Group Members”, respectively.  The Master Indenture 
Amendments amend the provisions of the Existing Master Indenture described in this paragraph 
by permitting the use of the System financial information to make certain calculations under the 
Master Indenture at the discretion of the Obligated Group without satisfying the financial test 
described in this paragraph.  See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE — Amendments to the Master Indenture” in Appendix C to this Official Statement.   

EXCHANGE OF SERIES 2020 MASTER NOTE 

UNDER CERTAIN CIRCUMSTANCES THE BOND TRUSTEE MAY BE REQUIRED 
TO SURRENDER THE SERIES 2020 MASTER NOTE IN EXCHANGE AND 
REPLACEMENT FOR AN OBLIGATION ISSUED BY OR ON BEHALF OF A DIFFERENT 
CREDIT GROUP UNDER A REPLACEMENT MASTER INDENTURE, AND THE LOAN 
AGREEMENT MAY BE ASSUMED BY A MEMBER OF THE NEW CREDIT GROUP.  THIS 
COULD, UNDER CERTAIN CIRCUMSTANCES, LEAD TO THE SUBSTITUTION OF 
DIFFERENT SECURITY IN THE FORM OF A LOAN AGREEMENT WITH A NEW ENTITY 
AND AN OBLIGATION BACKED BY A CREDIT GROUP THAT IS FINANCIALLY AND 
OPERATIONALLY DIFFERENT THAN THE CORPORATION, THE FOUNDATION AND 
ANY OTHER THEN-EXISTING OBLIGATED GROUP.  THAT CREDIT GROUP COULD 
HAVE SUBSTANTIAL DEBT OUTSTANDING, WHICH WOULD RANK ON A PARITY 
WITH THE REPLACEMENT OBLIGATION.  For more information, see the information under 
the heading “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Amendments to 
the Master Indenture” in Appendix C to this Official Statement, “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT — SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE — Replacement of Series 2020 Master Note with Note 
issued under a Separate Master Indenture” and “— Supplemental Bond Indentures Not Requiring 
Consent of the Registered Owners” in Appendix D to this Official Statement. 

COVENANTS RELATED TO TAXABLE BANK LOAN 

The Members of the Obligated Group issued a Master Note to secure their obligations 
under a loan agreement dated as of December 1, 2017 (the “Bank Loan Agreement”) for a 
taxable loan in the principal amount of $36,405,000 (the “Taxable Bank Loan”) from JPMorgan 
Chase Bank, N.A. (“JPMorgan”).  The Taxable Bank Loan will mature in 2023.  The Bank 
Loan Agreement contains certain financial covenants and restrictions which are substantially 
similar to the covenants and restrictions set forth in the Master Indenture (the “Bank 
Covenants”).  These Bank Covenants may be waived, modified or amended by the Members of 
the Obligated Group with the consent of JPMorgan, but without notice to or consent by the Bond 
Trustee, the Master Trustee, the holders of any other Master Note that may be outstanding under 
the Master Indenture (including the holder of the Series 2020 Master Note), or any other Person.  
Violation of any of such covenants may result in an Event of Default under the Master Indenture, 
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which could result in acceleration of all of the Master Notes, including the Series 2020 Master 
Note.  For additional risks associated with bank loans such as the Taxable Bank Loan, see 
“BONDHOLDERS’ RISKS – Certain Agreements with, or Covenants with Respect to, Swap 
Counterparties, Credit Providers or Bank Purchasers Could Affect Available Funds” below.   

REVOLVING LINE OF CREDIT 

The Corporation, as Obligated Group Representative, issued a Master Note to evidence 
the joint and several obligations of the Obligated Group Members with respect to the obligations 
of the Corporation pursuant to the Credit Agreement dated as of June 9, 2020 (the “Credit 
Agreement”) between the Corporation, as Obligated Group Representative, on its own behalf and 
as Obligated Group Representative on behalf of each other Member of the Obligated Group, and 
U.S. Bank National Association (“U.S. Bank”).  Pursuant to the Credit Agreement, U.S. Bank 
issued a revolving line of credit to the Corporation in the principal amount of $100,000,000 (the 
“Revolving Line of Credit”).  The interest rate on the Revolving Line of Credit is based on the 
London Interbank Offered Rate (“LIBOR”) index with a maturity of one-month.  The Revolving 
Line of Credit will mature on June 8, 2021.  The Corporation has not drawn down any funds 
under the Revolving Line of Credit and does not expect to draw down any funds under the 
Revolving Line of Credit by the issuance date of the Series 2020 Bonds.  See “BONDHOLDERS’ 
RISKS — LIBOR Phase Out Could Affect Existing Indebtedness and Future Cost of Funds” 
below. 

BOOK-ENTRY ONLY SYSTEM 

Information concerning The Depository Trust Company, New York, NY (“DTC”) and 
the Book-Entry System has been obtained from DTC and is not guaranteed as to accuracy or 
completeness by, and is not to be construed as a representation by the Authority, the 
Underwriter, the Bond Trustee, the Corporation or any other Member of the Obligated Group. 

BONDS IN BOOK-ENTRY FORM 

Beneficial ownership in the Series 2020 Bonds will be available to Beneficial Owners (as 
described below) only by or through DTC Participants via a book-entry system (the “Book-Entry 
System”) maintained by DTC.  If the Series 2020 Bonds are taken out of the Book-Entry System 
and delivered to owners in physical form, as contemplated hereinafter under “DISCONTINUANCE 
OF DTC SERVICES” below, the following discussion will not apply. 

DTC AND ITS PARTICIPANTS 

DTC will act as securities depository for the Series 2020 Bonds.  The Series 2020 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 for each maturity of the Series 2020 
Bonds in the aggregate principal amount of each such maturity and will be deposited with DTC. 
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DTC, the world’s largest 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 
issues, 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 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 the Series 2020 Bonds under the DTC System must be made by or through 
Direct Participants, which will receive a credit for such Series 2020 Bonds on DTC’s records.  
The ownership interest of each actual purchaser of such Series 2020 Bond (“Beneficial Owner”) 
is in turn to be recorded on the relevant Direct Participant’s and, if applicable, the relevant 
Indirect Participant’s 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 2020 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 2020 Bonds, except in the event that use of the book-entry 
system for such Series 2020 Bonds is discontinued. 

To facilitate subsequent transfers, Series 2020 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 Series 2020 
Bonds with DTC and their registration in the name of Cede & Co. or such other DTC nominee 
do not effect any change in beneficial ownership of such Series 2020 Bonds.  DTC has no 
knowledge of the actual Beneficial Owners of the Series 2020 Bonds; DTC’s records reflect only 
the identity of the Direct Participants to whose accounts such Series 2020 Bonds are credited, 
which may or may not be the Beneficial Owners of such Series 2020 Bonds.  The Direct and 
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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 
2020 Bonds may wish to take certain steps to augment the transmission to them of notices of 
significant events with respect to the Series 2020 Bonds, such as redemptions, defaults, and 
proposed amendments to the bond documents.  For example, Beneficial Owners of the Series 
2020 Bonds may wish to ascertain that the nominee holding the Series 2020 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 registrar and request 
that copies of notices be provided directly to them. 

Redemption notices shall be sent to DTC.  If less than all of the Series 2020 Bonds 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 2020 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 (the “Omnibus Proxy”) to the Bond Trustee 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 2020 Bonds are credited on the record date (identified 
in a listing attached to the Omnibus Proxy). 

Redemption proceeds and principal and interest payments on the Series 2020 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 the relevant 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 the relevant 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 
Participants and not of DTC, the Bond Trustee, the Members of the Obligated Group or the 
Authority, subject to any statutory or regulatory requirements as may be in effect from time to 
time.  Payments of redemption proceeds and principal and interest on the Series 2020 Bonds to 
Cede & Co. (or such other nominee as may be requested by an authorized representative of 
DTC) is the responsibility of the Bond Trustee, disbursement of such payments to the relevant 
Direct Participants will be the responsibility of DTC, and disbursement of such payments to the 
relevant Beneficial Owners will be the responsibility of Direct Participants and, if applicable, the 
relevant Indirect Participants. 
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DISCONTINUANCE OF DTC SERVICES 

DTC may discontinue providing its services as depository with respect to the Series 2020 
Bonds at any time by giving reasonable notice to the Authority or the Bond Trustee.  Under such 
circumstances, in the event that a successor depository is not obtained, bond certificates are 
required to be authenticated and delivered for the Series 2020 Bonds. 

The Authority may, as provided in the Bond Indenture, decide to discontinue use of the 
system of book-entry-only transfers through DTC (or a successor securities depository).  In the 
event that a Participant utilizes DTC’s withdrawal process, bond certificates will be 
authenticated and delivered for the Series 2020 Bonds. 

USE OF CERTAIN TERMS IN OTHER SECTIONS OF THE OFFICIAL STATEMENT 

In reviewing this Official Statement it should be understood that while the Series 2020 
Bonds are in the Book-Entry System, reference in other sections of this Official Statement to 
owners of the Series 2020 Bonds should be read to include any person for whom a Participant 
acquires an interest in such Series 2020 Bonds, but (i) all rights of ownership, as described 
herein, must be exercised through DTC and the Book-Entry System and (ii) notices that are to be 
given to registered owners by the Bond Trustee will be given only to DTC.  DTC is required to 
forward (or cause to be forwarded) the notices to the relevant Participants by its usual procedures 
so that such Participants may forward (or cause to be forwarded) such notices to the relevant 
Beneficial Owners. 

DISCLAIMER 

The Authority, the Bond Trustee and the Members of the Obligated Group have no 
responsibility or obligation to any Direct Participants or Indirect Participants or the Persons for 
whom they act with respect to (1) the accuracy of any records maintained by DTC or any Direct 
or Indirect Participant; (2) the payment by any relevant Participant of any amount due to any 
relevant Beneficial Owner in respect of the principal of, interest or premium, if any, on the Series 
2020 Bonds; (3) the delivery by any relevant Direct Participant or relevant Indirect Participant of 
any notice to any relevant Beneficial Owner that is required or permitted under the terms of the 
Bond Indenture to be given to the holders of the Series 2020 Bonds; (4) the selection of the 
relevant Beneficial Owners to receive payment in the event of any partial redemption of the 
Series 2020 Bonds; or (5) any consent given or other action taken by DTC as holder of the Series 
2020 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, 
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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 the Governor of the State of Wisconsin 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. 

The present members of the Authority are: 

 TERM EXPIRES (JUNE 30) 

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

2026 

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

2025 

Renee Anderson 
President/CEO 
Saint John’s Communities, Inc. 
Milwaukee, Wisconsin 

2024 

Billie Jo Higgins 
Vice President Finance & Information Services 
Evergreen Retirement Community 
Oshkosh, Wisconsin 

2021(1) 

James Oppermann 
Former Senior Vice President – Finance and 
Management Services 
Alverno College 
Milwaukee, Wisconsin 

2023 
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Pamela Stanick 
Associate Vice President, Finance & Treasury  
The Medical College of Wisconsin, Inc. 
Milwaukee, Wisconsin 

2022 

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

2027(1) 

(1) Ms. Higgins and Mr. Van Meeteren were appointed by the Governor of the State of Wisconsin and serve 
pending Wisconsin State Senate confirmation.

AUTHORITY COUNSEL 

Quarles & Brady, LLP, serves as general counsel to the Authority. 

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 Members of the Obligated Group, 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. 

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK] 
  



 

27 

 PUBLIC ISSUES PRIVATE PLACEMENTS TOTAL 
FISCAL YEAR 

ENDED JUNE 30 
NUMBER 
OF ISSUES AMOUNT 

NUMBER 
OF ISSUES AMOUNT 

NUMBER 
OF ISSUES 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 
2016 4 1,219,215,000 19 689,319,802 23  1,908,534,802  
2017 8 668,330,000 18 700,681,416 26 1,369,011,416 
2018 10 1,043,355,000 17 379,430,529 27 1,422,785,529 
2019 8 1,027,775,000 10 297,056,000 18 1,324,831,000 
2020 13 978,810,000 8 207,597,597 21 1,186,407,597 

TOTAL 590 $24,149,803,730* 315 $5,228,005,753** 905 $29,377,809,483 
______________________________ 
* Includes $10,152,468,521 which was refinanced by subsequent Authority bond issues. 
** Includes $2,214,511,571 which was refinanced by subsequent Authority bond issues. 

In its fiscal year beginning July 1, 2020, the Authority issued and authorized the issuance 
of additional issues of bonds.  The Authority plans to issue other obligations from time to time to 
finance and refinance additional health, educational, research and other 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 2020 Bonds. 
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BONDS OF THE AUTHORITY 

The Authority may from time to time issue bonds for any corporate purpose 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. 

STATE OF WISCONSIN NOT LIABLE ON THE SERIES 2020 BONDS 

The Series 2020 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 2020 Bonds in accordance with 
the Bond Indenture.  The issuance of the Series 2020 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 of the Series 2020 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, premium, if any, or interest on the Series 2020 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.   

STATE OF WISCONSIN NOT LIABLE ON THE SERIES 2020 BONDS 

The Series 2020 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 2020 Bonds in accordance with 
the Bond Indenture.  The issuance of the Series 2020 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 2020 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, premium, if any, or interest on the Series 2020 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. 
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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. 

BONDHOLDERS’ RISKS 

The business of the Obligated Group is subject to a number of risks and uncertainties, 
many of which are beyond its control.  Such risks may cause actual operating results or financial 
performance to be materially different from expectations, thereby affecting payments to be made 
with respect to the Series 2020 Bonds.  The following briefly describes certain risks that could 
affect payments with respect to the Series 2020 Bonds.  This discussion of risk factors is not, 
and is not intended to be, exhaustive.  Prospective purchasers of the Series 2020 Bonds should 
analyze carefully the information contained in the entirety of 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.   

All or any of the following risks could be exacerbated by the COVID-19 (defined 
below) pandemic. 

ABILITY OF OBLIGATED GROUP TO REALIZE REVENUES SUFFICIENT TO PAY DEBT SERVICE IS NOT 
GUARANTEED 

The Series 2020 Bonds do not constitute a debt, liability or obligation of the Authority, 
the State, or any political subdivision thereof, and are not payable in any manner from taxation.  
The Series 2020 Bonds will be payable by the Authority solely from amounts payable under the 
Loan Agreement and the Series 2020 Master Note.  As discussed below, the ability of the 
Obligated Group to realize revenues sufficient to pay debt service on the Series 2020 Bonds is 
not guaranteed and subject to many factors.  None of the provisions of the Loan Agreement or 
the Master Indenture provide any assurance that the obligations of the Members of the Obligated 
Group will be paid as and when due if Members of the Obligated Group become unable to pay 
their debts as they come due or a Member of the Obligated Group otherwise becomes insolvent.  
See “SECURITY AND SOURCE OF PAYMENT FOR THE SERIES 2020 BONDS” above for more 
information.   

The Obligated Group’s ability to realize revenues sufficient to pay outstanding 
obligations, including debt service when due on the Series 2020 Master Note, is affected by and 
subject to many conditions which may change in the future to an extent and with effects that 
cannot be determined.  The Obligated Group’s receipt of future revenues is subject to, among 
other factors: (1) federal and state laws and regulations, particularly those targeting the health 
care industry, (2) the policies of third party payors, including governmental payors and 
commercial payors, (3) relationships with third party payors, including the Obligated Group’s 
ability to maintain favorable third party payor contracts, (4) future economic conditions, 
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including as impacted by the Novel Coronavirus 2019 (“COVID-19”) pandemic, (5) the duration 
and scope of the COVID-19 pandemic and governmental, business, and public responses to such 
such pandemic, (6) increased competition from other health care providers, (7) health care 
reform efforts, and (8) the capability of management of the Obligated Group (“Management”).  
No assurance can be given or can be made that the Obligated Group’s future revenues will be 
sufficient to pay debt service on the Series 2020 Bonds when due. 

TAX TREATMENT OF THE SERIES 2020 BONDS COULD BE ADVERSELY AFFECTED BY FAILURE TO 
COMPLY WITH LEGAL REQUIREMENTS OR FUTURE LEGISLATION 

As described hereinafter under the caption “TAX EXEMPTION,” failure to comply with 
certain continuing legal requirements may cause interest on the Series 2020 Bonds to become 
subject to federal income taxation retroactive to the date of issuance of the Series 2020 Bonds.  
The Bond Indenture does not provide for the payment of any additional interest or penalty in the 
event of the taxability of interest on the Series 2020 Bonds. 

Although the Internal Revenue Service (“IRS”) has only infrequently taxed the interest 
received by holders of bonds that were represented to be tax-exempt, the IRS has examined a 
number of bond issues and concluded that such bond issues did not comply with applicable 
provisions of the Code and related regulations.  The IRS has typically entered into closing 
agreements with issuers and beneficiaries of such bond issues under which potentially substantial 
payments have been made to the IRS to settle the issue of whether the interest on such bond 
issues could be treated as tax-exempt.  No assurance can be given that the IRS will not examine a 
Bondholder, the Members of the Obligated Group or the Series 2020 Bonds.  If such an 
examination were to occur, it could have an adverse impact on the marketability and price of the 
Series 2020 Bonds and could lead to claims by the IRS for payment of substantial amounts by 
the Members of the Obligated Group to resolve any issue. 

Legislative proposals to eliminate or limit the benefit of tax-exempt interest on bonds 
such as the Series 2020 Bonds have been made in the past, may currently be under consideration, 
and may be made again in the future.  If adopted, any such proposal could alter the federal and/or 
state tax treatment described under the heading “TAX EXEMPTION” or could adversely affect the 
market value or marketability of the Series 2020 Bonds and the financial condition of the 
Obligated Group.  In addition, the adoption of any such legislation could increase the cost to the 
Obligated Group of financing future capital needs. 

FUTURE LEGISLATION COULD ADVERSELY AFFECT THE OBLIGATED GROUP’S OPERATION, 
FINANCIAL CONDITION OR TAX-EXEMPT STATUS 

Legislation is periodically introduced in the U.S. Congress and in the State legislature 
that could adversely affect the operations or financial condition of the Obligated Group.  In 
addition to legislative proposals specifically discussed herein, examples of legislative proposals 
that could have an adverse effect on the Members of the Obligated Group if they were to become 
law include: (1) laws limiting hospital revenues, reimbursement, costs or charges, (2) laws 
requiring an increase in the quantity of indigent care required to maintain federal or state 
tax-exempt status, (3) any changes in the taxation of nonprofit corporations or in the scope of 
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their exemption from income or property taxes, (4) limitations on the amount or availability of 
tax-exempt financing for corporations described in Section 501(c)(3) of the Code, (5) limitations 
on the Obligated Group’s ability to undertake capital projects or develop new services, 
(6) elimination of the exclusion of interest on tax-exempt bonds from gross income for all or 
some taxpayers or (7) laws subjecting all or a portion of the income of a Member of the 
Obligated Group to federal or state income taxes or to other tax penalties.  The scope and effect 
of future legislation cannot be predicted but may adversely affect the Obligated Group’s 
operation, financial condition or tax-exempt status. 

LAND ACQUISITION AND FACILITY LEASE CARRY CERTAIN RISKS 

Land Acquisition.  The Hospital is located on approximately 64.5 acres of land (the 
“Land”) purchased in April 2020 by the Corporation from Milwaukee County pursuant to the 
terms of certain Option Agreements and Land Payment Agreements.  The Corporation is under 
an obligation to make annual installment payments until October 31, 2099.  Such installment 
payments are not permitted to be prepaid.  The installment payments are secured by mortgages to 
Milwaukee County.  In the event the Corporation fails to make timely installment payments or 
perform any term, condition or covenant under any of the Land Payment Agreements, 
Milwaukee County has the right, following expiration of applicable notice and cure periods, to 
accelerate payment of the entire unpaid balance of such Land Payment Agreement and foreclose 
the related mortgage.  The Corporation will be required to apply for property tax exemption for 
the Land and the facilities located thereon in 2021 in order to maintain its property tax exempt 
status.  

Facility Lease.  The Neenah Hospital is located on the campus of ThedaCare Medical 
Center, an unaffiliated acute care adult hospital.  The Corporation leases 25,366 square feet of 
space from ThedaCare, Inc. to conduct inpatient operations.  The lease term ends on December 
31, 2023 and automatically renews for two additional periods of five years each unless either 
party provides the other party with 180 days’ prior written notice of nonrenewal prior to the then-
applicable termination date.  If the Corporation fails to make a payment or otherwise 
defaults under the lease, ThedaCare, Inc. may terminate the lease for cause, cure the default and 
charge reasonable costs for cure, or take any other legal remedy available.  The Corporation 
provides inpatient pediatric and neonatal services for ThedaCare, Inc. under a contract that is co-
terminus with the lease.  If the contract is not renewed or terminates as a result of termination of 
the lease, the Corporation is subject to a non-compete clause which restricts it from providing 
inpatient pediatric and neonatal services in conjunction with a third party in Calumet, 
Outagamie, and Winnebago counties in Wisconsin during the three years following termination. 

For additional information regarding the Corporation’s facilities, see the information 
under the heading “FACILITIES” in Appendix A to this Official Statement. 

COVID-19 PANDEMIC HAS CAUSED ECONOMIC TURMOIL AND COULD NEGATIVELY IMPACT THE 
OBLIGATED GROUP’S FINANCIAL CONDITION 

General.  The COVID-19 pandemic is having numerous and varied medical, economic, 
and social impacts, any and all of which may adversely affect the Obligated Group’s business 
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and financial condition.  National, state, and local governments have taken, and may continue to 
take, various actions, including the passage of laws and regulations, on a wide array of topics, in 
an attempt to slow the spread of COVID-19 and to address the health and economic 
consequences of the outbreak.  Many of these government actions have caused substantial 
changes to the way health care is provided and how society in general functions.  It is not clear 
how long such measures will remain in place or what any new measures will require. 

It is generally expected that the overall impact of the COVID 19 pandemic on the 
U.S. economy will be broad based and materially adverse.  Except as described in “FINANCIAL 
INFORMATION — Effect of COVID on Operations” in Appendix A hereto, Management 
cannot presently quantify or predict the cumulative impact of the COVID-19 pandemic taken as 
a whole, but such impact could be material and adverse. 

Operational Disruption.  The effects of COVID-19 could severely affect the Obligated 
Group’s ability to conduct normal business operations and, as a result, the operations, financial 
condition and financial performance of the Obligated Group could be materially adversely 
affected.  Various states, including Wisconsin, and local governments had previously issued 
general “stay at home” or “shelter in place” orders that mandated social distancing, suspended 
elective surgeries and other non-emergency medical services, closed school systems and closed 
or limited non-essential business activities in an effort to slow the spread of COVID-19.  In 
recent months, many states have begun the process of easing such restrictions to allow more 
economic activity to take place only to partially reimplement portions of such restrictions due to 
a rise in numbers of positive COVID-19 cases and hospitalizations.  The self-quarantines, 
stay-at-home or shelter-in-place orders, and suspension of voluntary procedures and surgeries 
had, and are expected to continue to have, an adverse impact on the operations and financial 
position of health care provider systems due to increased costs, potential reduction in overall 
patient volume and shifts in payor mix.  Even if such actions help reduce the rate of increase in 
COVID-19 cases in the near term, they may have to be sustained for prolonged periods of time to 
be effective in controlling and reducing the transmission of COVID-19.   

The U.S. Department of Health and Human Services Centers for Medicare & Medicaid 
Services (“CMS”) issued guidance in March 2020 that all elective surgeries and procedures, 
including medical and dental, should be postponed nationwide to mitigate the burden on health 
systems due to increasing COVID-19 incidence and to preserve necessary facilities, equipment, 
supplies (including personal protective equipment), and personnel needed to treat COVID-19 
patients.  Several state and local governments, including Wisconsin, subsequently issued 
directives, in varying forms, mandating such postponement.  Although the restrictions on 
elective procedures have gradually been lifted, including in Wisconsin, the restrictions have 
adversely affected revenues of health care providers.  It cannot be predicted whether progression 
of the COVID-19 pandemic will require that similar or new restrictions be implemented in the 
future. 

The treatment of COVID-19 or another highly contagious disease at Obligated Group 
facilities, as well as governmental and commercial entity responses to the COVID-19 pandemic 
and resulting economic conditions, may adversely affect the Obligated Group’s operations and 
financial performance in various ways, including but not limited to (1) an overburdening of 
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facilities, (2) a quarantine, temporary shutdown, or diversion of patients, (3) a disruption in the 
production or supply of pharmaceuticals, medical supplies and protective equipment and 
increases in the costs of such products, (4) professional or non-professional staff shortages or 
illnesses, (5) an increase in overhead costs due to additional costs incurred related to adjustments 
to the use of various facilities and to staffing during the outbreak, including overtime wages, 
mandated sick pay, and the use of more expensive contract staff to provide care, (6) significantly 
delayed payments from third party payors, (7) increased numbers of professional liability 
lawsuits, (8) a larger number of uninsured patients due to increased unemployment rates, or 
(9) reduced patient volumes and operating revenues due to unaffected individuals deferring 
elective procedures or otherwise avoiding medical treatment.  As the effects of, and responses to, 
the COVID-19 pandemic are far reaching and rapidly changing, Management cannot yet fully 
predict the impacts or costs of the COVID-19 pandemic, but such impact and costs could be 
material and adverse. 

Economic and Market Disruption.  The COVID-19 pandemic has affected, and is 
expected to continue to affect, travel, commerce and financial markets in the United States and 
globally and is widely expected to affect economic growth worldwide.  The COVID-19 
pandemic has resulted in volatility in the United States and global financial markets, and 
significant realized and unrealized losses in investment portfolios.  Financial results, generally, 
and liquidity, in particular, may be materially diminished.  Access to capital markets may be 
hindered and increased costs of borrowing may occur as a result.  The impact of the outbreak on 
the Obligated Group’s operations, business and financial results cannot be predicted at this time 
due to the dynamic nature of the outbreak, including uncertainties relating to its duration and 
severity, as well as what actions may be taken by governmental authorities and other institutions 
to contain or mitigate its impact.  The continued spread of COVID-19 and containment and 
mitigation efforts could have a material adverse effect on the operations of the Obligated Group 
and on state, national, and global economies. 

Governmental Relief.  In response to the COVID-19 emergency, on March 13, 2020 
President Trump declared a “national emergency” under both the Robert T. Stafford Disaster 
Relief and Emergency Assistance Act of 1988, which allows access to disaster relief funds to 
address the COVID-19 pandemic and related economic dislocation, and the National 
Emergencies Act, which allows the U.S. Department of Health and Human Services (“DHHS”) 
to waive certain guidelines related to Medicare, Medicaid and the Children’s Health Insurance 
Program (all of which are described in greater detail below) to address the COVID-19 pandemic.  
The U.S. Congress has also passed a series of federal stimulus packages to address the 
COVID-19 crisis, including (1) the Coronavirus Preparedness and Response Supplemental 
Appropriations Act of 2020 (“CPRSA Act”), (2) the Families First Coronavirus Response Act 
(“Families First Act”), (3) the Coronavirus Aid, Relief, and Economic Security Act (“CARES 
Act”), and the (4) Paycheck Protection Program and Health Care Enhancement Act 
(“Enhancement Act”).  The federal stimulus packages are designed to provide economic relief or 
other support for individuals and businesses, including hospitals and other health care providers.  
Federal stimulus provisions that may alleviate some of the financial strain on hospitals and other 
health care providers include, among others: (1) a $175 billion “Public Health and Social 
Services Emergency Fund” to reimburse eligible health care providers for “health care related 
expenses or lost revenues that are attributable to coronavirus” (“Provider Relief Fund”), funded 
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through CARES Act and Enhancement Act appropriations, (2) an increase in the Federal 
Medicaid Assistance Percentage for state Medicaid programs by 6.2%, and (3) various other 
Medicare and Medicaid policy changes that temporarily boost Medicare and Medicaid 
reimbursement or provide for additional flexibility in patient care during the COVID-19 
emergency period.  The timing, adequacy and other ultimate effects of any CPRSA Act, Families 
First Act, CARES Act, Enhancement Act, or other federal or state stimulus relief programs on 
the Obligated Group, or the economy generally, cannot be predicted at this time.  Although the 
federal government is considering additional legislation that may assist health care providers, 
including economic stimulus packages and other financial assistance, passage of any such 
legislation is uncertain.  See “FINANCIAL INFORMATION — Effect of COVID on 
Operations” in Appendix A hereto for a discussion of COVID-19 relief obtained by the 
Obligated Group to date. 

The acceptance of funds from certain COVID-19 stimulus programs, including the 
Provider Relief Fund, is conditioned on eligibility and the acceptance of terms and conditions, 
and may be subject to other guidelines or requirements that may change from time to time.  
Additional guidance or clarifications concerning COVID-19 stimulus programs, including 
reporting, recordkeeping and repayment requirements, may be announced from time to time.  
Failure to comply with such guidelines or requirements could result in recoupment, False Claims 
Act liability, or other penalty.   

Recognition of Provider Relief Funds. All Provider Relief Fund recipients must attest to 
the Provider Relief Fund Terms and Conditions, which among other things, require the 
submission of documentation to substantiate that relief funds were used for increased healthcare 
related expenses or lost revenue attributable to coronavirus.  Payments in excess of healthcare 
related expenses or lost revenue attributable to coronavirus must be repaid.  DHHS reserves the 
right to audit Provider Relief Fund recipients to ensure that this requirement is met and collect 
any Provider Relief Fund amounts that were made in error or exceed lost revenue or increased 
expenses due to COVID-19.  Failure to comply with the Terms and Conditions may be grounds 
for recoupment. 

On September 19, 2020, DHHS issued a notice (“Notice”) directing health care providers 
receiving more than $10,000 in Provider Relief Fund payments to provide expenditure reports 
for their Provider Relief Fund payments to the Health Resources and Services Administration.  
Reports for Provider Relief Fund payments expended prior to January 1, 2021 must be submitted 
between January 15, 2021 and February 15, 2021.  Health care providers that do not expend all 
of their Provider Relief Fund payments in 2020 must submit a second report (for the period 
January 1, 2021 through June 30, 2021) no later than July 31, 2021. 

The Notice also specifies the formula for calculating a recipient’s lost revenues 
attributable to COVID-19.  Recipients may apply their Provider Relief Fund payments toward 
lost revenue only up to the amount of their 2019 net gain from healthcare related sources.  
Recipients that reported negative net operating income from patient care in 2019 may apply 
Provider Relief Fund amounts to lost revenues up to a net zero gain/loss in 2020.  The approach 
described in the Notice is much narrower than guidance issued by DHHS in June 2020 which 
defined lost revenues attributable to coronavirus as “any revenue that you as a healthcare 
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provider lost due to coronavirus.”  The formula for calculating lost revenues set forth in the 
Notice could have a potentially significant impact on whether a health care provider must repay a 
portion of its Provider Relief Fund payments.  Based on the current guidelines issued by CMS 
and other regulatory entities administering Provider Relief Funds, management does not 
currently expect that it will be required to repay Provider Relief Funds or any other stimulus 
program funding that it has recognized as other operating revenue.  See “FINANCIAL 
INFORMATION — Effect of COVID on Operations” in Appendix A hereto.  DHHS may 
release additional Provider Relief Fund guidance in the future. 

AN ECONOMIC DOWNTURN OR OTHER UNFAVORABLE ECONOMIC CONDITIONS COULD 
NEGATIVELY IMPACT THE OBLIGATED GROUP’S FINANCIAL CONDITION 

The United States economy is unpredictable.  Economic downturns and other unfavorable 
economic conditions have previously impacted the health care industry and health care 
providers’ business or financial condition and, as described above, the COVID-19 pandemic has, 
and continues to, adversely impact the U.S. economy.  If general economic conditions worsen as 
a result of the COVID-19 pandemic and/or other causes, the Obligated Group may not be able to 
sustain future profitability, and its liquidity and ability to repay outstanding debt, including debt 
service on the Series 2020 Bonds, may be adversely affected.  Broad economic factors – such as 
unemployment rates or instabilities in consumer demand and consumer spending – could affect 
the Obligated Group’s volumes and its ability to collect outstanding receivables.  Other 
economic conditions that from time to time may adversely affect Obligated Group revenues and 
expenses, and consequently, its ability to make payments on the Series 2020 Master Note, 
include but are not limited to: (1) an inability to access financial markets on acceptable terms at a 
desired time, (2) increased business failures and consumer and business bankruptcies, (3) federal 
and state budget challenges resulting in reduced or delayed Medicaid reimbursement, (4) a 
reduction in the demand for health care services or patient decisions to postpone or cancel 
elective and non-emergency health care procedures, (5) increased malpractice and casualty 
insurance expenses, (6) reduced availability or affordability of health insurance, (7) a shortage of 
supplies or physician, nursing and other professional personnel, (8) increased operating costs, 
(9) a reduction in the receipt of grants and charitable contributions, (10) unfavorable 
demographic developments in the Obligated Group’s service areas, (11) increased competition 
from other health care institutions, (12) significant investment portfolio losses, or 
(13) unavailability of liquidity during periods of economic stress caused by delayed 
reimbursement or payment, or increased costs of liquidity facilities. All or any of the foregoing 
conditions could be exacerbated by the COVID-19 pandemic.  See “FINANCIAL 
INFORMATION — Effect of COVID on Operations” in Appendix A hereto.  

IMPACT OF CURRENT AND FUTURE HEALTH CARE REFORM EFFORTS UNPREDICTABLE; ANY 
RESULTING REDUCTION IN MEDICAID FUNDING OR INSTABILITY IN HEALTH INSURANCE 
MARKETS COULD ADVERSELY AFFECT REVENUES 

The Patient Protection and Affordable Care Act, as amended by the Health Care and 
Education Reconciliation Act of 2010 (the “Affordable Care Act” or “ACA”), has significantly 
changed, and continues to change, how health care services are covered, delivered, and financed 
in the United States.  The primary goal of the ACA – extending health coverage to millions of 
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uninsured legal U.S. residents – has taken place through a combination of private sector health 
insurance reforms and Medicaid program expansion.  In addition to insurance expansion 
measures, the ACA includes a broad array of quality improvement programs, cost efficiency 
incentives, and enhanced fraud and abuse enforcement measures, each designed to generate 
savings within the federal health care programs.  

The ACA and its implementation have been, and remain, politically controversial.  
Accordingly, the ACA has continually faced, and continues to face, legal and legislative 
challenges, including repeated repeal efforts, since its enactment.  President Donald J. Trump 
and Republican leaders of Congress have repeatedly cited health care reform, and particularly, 
repeal and replacement of the ACA, as a key goal.  To that end, Congressional leaders have 
introduced various ACA repeal bills.  While no bills wholly repealing the ACA have passed both 
chambers of Congress, the Tax Cuts and Jobs Act of 2017 effectively eliminated a key provision 
of the ACA – a tax penalty associated with failing to maintain health coverage (the “Individual 
Mandate Tax Penalty”) by reducing the penalty to zero dollars effective 2019.  On December 14, 
2018, a Texas Federal District Court judge, in the case of Texas v. Azar declared the ACA 
unconstitutional, reasoning that the Individual Mandate Tax Penalty was essential to and 
inseverable from the remainder of the ACA.  That judgement was appealed and the case is 
currently expected to be heard by U.S. Supreme Court in November of 2020, but a decision is 
not expected until 2021.  The ACA will remain law while the case proceeds through the appeals 
process; however, the case creates additional uncertainty as to whether any or all of the ACA 
could be struck down, which creates operational risk for the health care industry.  Management 
cannot predict the impact any major modification or repeal of the ACA, or any replacement 
health care reform legislation, might have on the Obligated Group’s business or financial 
condition, though such effects could be material.  In particular, any legal, legislative or executive 
action that reduces available Medicaid funding (for example, by capping the federal share of 
Medicaid expenditures or “block granting” the Medicaid program) or otherwise significantly 
alters the health care delivery system or insurance markets could have a material adverse effect 
on the Corporation’s business and financial condition. 

REDUCED OR DELAYED GOVERNMENT PAYOR REIMBURSEMENT COULD ADVERSELY AFFECT 
REVENUES 

Dependence on Government Payor Reimbursement; Programs Subject to Regulatory and 
Policy Changes.  The Medicaid program (“Medicaid”) is the joint federal and state health 
insurance program that, together with the Children’s Health Insurance Program (“CHIP”), 
provides health coverage to certain low-income individuals and children and individuals with 
disabilities.  The Corporation is qualified to receive payment from the Medicaid program.  The 
Corporation is dependent on Medicaid reimbursement and could be adversely affected by 
changes in federal and state Medicaid funding.  For fiscal years ended December 31, 2019 and 
2018, respectively, approximately 27% and 26% of the Corporation’s net patient service revenue 
were derived from the Medicaid program.  See “INDEBTEDNESS — Sources of Patient Service 
Revenue” in Appendix A hereto. 

The Medicare program (“Medicare”) is the federally funded government health 
insurance program for individuals over 65 regardless of income and individuals with permanent 
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disabilities or with end-stage renal disease.  Although the Corporation is certified as a Medicare 
provider, for fiscal years ended December 31, 2019 and 2018, respectively, less than 1% of the 
Corporation’s net patient service revenues was derived from the Medicare program.  See 
“INDEBTEDNESS — Sources of Patient Service Revenue” in Appendix A hereto.  
Accordingly, Medicare regulations that affect hospital revenues (including those resulting from 
the ACA) are not specifically described herein.  However, changes in Medicare reimbursement 
policies are often adopted by private third-party payors.  While changes to Medicare 
reimbursement policies do not directly affect the Corporation’s revenues, there can be no 
guarantee that amendments to Medicare reimbursement rates will not have an indirect effect on 
the Corporation’s revenues. 

Government health care programs, including Medicaid, may make payments to the 
Obligated Group in amounts that do not reflect the direct and indirect costs to the Obligated 
Group in providing services to patients.  Health care providers have been and continue to be 
affected significantly by statutory and regulatory activity aiming to reduce the rate of increase in 
health care costs, particularly costs paid under federal health care programs, including Medicaid.  
In addition to ongoing and future payment reform measures resulting from the ACA and other 
health care reform efforts, the government health care programs are generally subject to: 
(1) other statutory and regulatory changes, administrative rulings, interpretations and 
determinations concerning patient eligibility requirements, funding levels and the method of 
calculating payments or reimbursement rates; (2) requirements for utilization review; and 
(3) federal and state funding restrictions and challenges, including as exacerbated by the 
COVID-19 pandemic.  Any of these factors could materially decrease payments from these 
government programs in the future, as well as affect the cost of providing services to patients and 
the timing of reimbursement, which could in turn adversely affect the Corporation’s business or 
financial condition.  Any material adverse effects resulting from future reductions in payments 
from government programs could be exacerbated if Management is not able to effectively 
manage operating costs. 

The Trump administration has publicly supported converting the Medicaid program into 
a block grant program.  Pursuant to a CMS program announced on January 30, 2020, states 
interested in block-granting their Medicaid programs are encouraged to apply for CMS approval.  
Generally, a block grant-based Medicaid program could reduce Medicaid funding available to 
the state, resulting in decreased payments to providers or a reduction in the services covered by 
the Medicaid program.  Either effect may have a material adverse effect on a provider’s business 
or financial condition. 

Children’s Health Insurance Program.  CHIP is a joint federal and state program that 
provides health coverage to uninsured children in families with incomes too high to qualify for 
Medicaid, but too low to afford private coverage.  CMS administers CHIP, but each state creates 
its own program based upon minimum federal guidelines.  Each state must periodically submit 
its CHIP plan to CMS for review to determine if it meets federal requirements.  If a state does 
not meet the federal requirements it can lose its federal funding for the program.  From time to 
time the federal government may seek to expand or contract the CHIP program.  Federal 
legislation has extended CHIP funding and authorization through federal fiscal year 2027.  When 
any CHIP funding or authorization expires there can be no assurance that such funding or 
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authorization will be reestablished at either a state or federal level, or that professional facility 
reimbursement rates will not subsequently be amended in an effort to manage costs.  If CHIP is 
not extended or if it is extended with reduced funding, the financial condition and financial 
performance of children’s health care providers could be materially affected. 

Federal Budget Challenges.  Past federal legislation and policy aimed at federal deficit 
reduction has resulted in across-the-board federal program spending reductions, including yearly 
reductions in government health care program reimbursement rates.  The effect of future 
government health care funding or federal deficit policy changes on the Corporation’s business 
or financial condition is unpredictable.  If reimbursement rates paid by governmental payors are 
reduced, if the scope of services covered by governmental payors is limited, or if the Corporation 
is excluded from participation in Medicaid, there could be a material adverse effect on the 
Corporation’s business and financial condition. 

The federal government is subject to a debt “ceiling” established by Congress.  In the past 
several years political disputes concerning authorization of a federal debt ceiling increase have 
led to shutdowns of substantial portions of the federal government and other federal budget 
authorization delays have occurred.  Federal budget delays and federal government shutdowns 
are unpredictable and may occur in the future.  Failure by Congress to increase the federal debt 
ceiling, federal budget authorization delays, federal government shutdowns, or other political 
challenges may cause Medicare or Medicaid reimbursements to be further reduced or paid late, 
which effects may have a material adverse effect on the Corporation’s business and financial 
condition. 

State Budget Challenges.  Many states face budgetary challenges that have resulted, and 
likely will continue to result, in reduced Medicaid funding levels to hospitals and other health 
care providers.  Because most states, including Wisconsin, are required to operate with balanced 
budgets, and the Medicaid program is generally a significant portion of a state’s budget, states 
can be expected to adopt or consider adopting future legislation designed to reduce or freeze 
Medicaid expenditures.  In addition, some states delay issuing Medicaid payments to providers 
to manage state expenditures.  However, continuing pressure on state budgets (including as 
caused or exacerbated by the COVID-19 pandemic), state budget authorization delays, and other 
factors could result in future reductions to Medicaid payments, payment delays or additional 
taxes on hospitals.  In addition, Executive branch efforts or Congressional proposals to cap the 
federal share of Medicaid expenditures or “block grant” the Medicaid program (as discussed 
above) would further shift rising cost risk to the states, exacerbating state budget challenges. 

Wisconsin Provider Fee Program.  Certain states, including Wisconsin, have created 
programs that impose a fee or tax on health care providers, the proceeds of which are intended to 
be used as a mechanism to generate new in-state funds that can be matched with federal funds so 
that the state receives additional federal Medicaid funding.  In Wisconsin, the cost of the tax is 
paid back to providers through an increase in the Medicaid reimbursement rate for their patient 
services.  Recently, Congress has considered proposals to limit the use of provider taxes.  These 
proposals would restrict states’ ability to generate increased federal matching funds for 
Medicaid, shifting additional costs to states.  The proposals considered by Congress to date have 
not had a negative impact on the Wisconsin provider fee program.  However, if in the future any 
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such proposal could affect Wisconsin and if it was not able to find additional funds to replace 
provider tax funding with other state sources, limits on provider taxes could result in Wisconsin 
Medicaid program cuts.  There is no current or anticipated action by the State of Wisconsin to 
eliminate or reduce its provider fee program.  However, the Corporation has benefited from the 
Wisconsin provider fee program and, as a result, any elimination or reduction in the current 
Wisconsin provider free program could materially adversely affect the business and financial 
condition of the Corporation. 

State Medicaid Managed Care Programs.  Certain states, including Wisconsin, have 
transitioned all or a portion of their state Medicaid programs to Medicaid managed care 
programs. Medicaid managed care provides for the delivery of Medicaid health benefits and 
additional services through contracted arrangements between state Medicaid agencies and 
managed care organizations that accept a set per member per month (capitation payment) 
payment for these services.  Providers serving Medicaid managed care beneficiaries may be 
reimbursed at a rate which does not adequately reflect the cost of care provided and may 
experience increased administrative burdens. 

FAILURE TO NEGOTIATE FAVORABLE CONTRACTS WITH COMMERCIAL INSURERS COULD 
ADVERSELY AFFECT REVENUES 

The Corporation also derives a large percentage of its revenue from commercial third-
party payors.  For fiscal years ended December 31, 2019 and 2018, respectively, approximately 
71.3% and 72.5% of the Corporation’s net patient service revenues were derived from 
commercial insurers, including HMO, PPOs and other managed care plans.  See 
“INDEBTEDNESS — Sources of Patient Service Revenue” in Appendix A hereto.  Accordingly, 
the Corporation’s ability to negotiate and renew contracts on competitive terms with commercial 
insurers significantly affects the Corporation’s revenues and operating results.  The 
Corporation’s business or financial condition could be adversely affected if (1) it is unable to 
enter into and maintain commercial insurance contracts, including managed care contracts, on 
acceptable terms, (2) if it experiences material reductions in the contracted rates from 
commercial insurers or (3) if it has difficulty collecting from commercial payors.  Additionally, 
commercial third-party payors are increasingly attempting to control health care costs through 
increased utilization reviews, greater enrollment in managed care programs, such as HMOs and 
PPOs, and directly contracting with hospitals to provide services on a discounted basis.  The 
trend toward consolidation among private managed care payors tends to increase their bargaining 
power over prices and fee structures.  Other health care providers, including some with greater 
financial resources, greater geographic coverage or a wider range of services, may compete with 
the Corporation for opportunities with commercial insurers.  For example, competitors may 
negotiate exclusivity provisions with certain managed care plans or otherwise restrict the ability 
of managed care companies to contract with the Corporation’s providers.  There can be no 
assurance that the Corporation will be able to continue to attract commercial third-party payors, 
or that it will be able to contract with such payors on advantageous terms. 
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FAILURE TO COMPLY WITH COMPLEX AND EVOLVING FEDERAL AND STATE HEALTH CARE 
REGULATIONS COULD RESULT IN SIGNIFICATION FINES OR PENALTIES  

General.  Health care businesses are subject to complex and extensive federal, state and 
local regulation relating to, among other things, licensure, contractual arrangements, conduct of 
operations, privacy of patient information, ownership of facilities, physician relationships, 
addition of facilities and services and reimbursement rates for services.  Under these laws, 
individuals and organizations can be penalized for a wide variety of conduct, including 
submitting claims for services that are not provided, that are billed in a manner other than as 
actually provided, that are not medically necessary, that are provided by an improper person or 
accompanied by an illegal inducement to utilize or refrain from utilizing a service or product, or 
that are billed in a manner that does not otherwise comply with applicable legal requirements. 
The laws governing fraud and abuse apply to all individuals and health care enterprises with 
which a health system does business, including other hospitals, home health agencies, long term 
care entities, infusion and pharmaceutical providers, insurers, health maintenance organizations, 
preferred provider organizations, third party administrators, physicians, physician groups, and 
physician practice management companies.  The laws, rules and regulations are often evolving, 
and in many cases, the industry has little or no regulatory or judicial interpretation for guidance.  
Additionally, both federal and state government agencies continue to pursue heightened and 
coordinated civil and criminal enforcement efforts against perceived violations of health care 
laws.  In the current regulatory climate, it is anticipated that many hospitals and physician groups 
may be subject to an audit, investigation or other enforcement action regarding a potential health 
care fraud laws violation.   

As discussed in more detail below, violations may result in the imposition of severe 
consequences, including exclusion of the provider from participation in the Medicare and 
Medicaid programs, criminal fines, civil monetary penalties, payment suspension pending fraud 
allegations, and in the case of individuals, imprisonment.  The cost of defending such an action, 
the time and management attention consumed, and the facts of a case may dictate settlement.  
Regardless of the merits of a particular case, a health care provider could experience materially 
adverse settlement costs, as well as materially adverse costs associated with implementation of 
any settlement agreement or corporate integrity agreement.  Prolonged and publicized 
investigations could also damage the reputation and business of a health care provider, regardless 
of outcome. 

The Corporation maintains health care compliance policies and procedures for the 
Corporation and the other Members of the Obligated Group aimed at complying with federal and 
state health care regulations and Management conducts the Obligated Group’s operations and 
enters into business arrangements in a manner that it believes is materially compliant with 
existing federal and state health care laws and regulations.  Nevertheless, governmental entities 
responsible for enforcing these laws and regulations may nevertheless take the position that a 
Member of the Obligated Group is in violation of these laws.  In addition, because health care 
regulations are particularly complex, such regulations may be interpreted and enforced in a 
manner that is inconsistent with Management’s interpretation.  The Obligated Group’s business 
or financial condition could be harmed if a Member of the Obligated Group is alleged to have 
violated existing health care regulations or if it fails to comply with new or changed health care 
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regulations.  Furthermore, health care, as one of the largest industries in the United States, 
continues to attract much legislative interest and public attention.  Further changes in the health 
care regulatory framework increasing burdens on health care providers could have a material 
adverse effect on the Obligated Group’s business and financial condition.   

Certain key health care regulations are briefly discussed below.   

Civil Monetary Penalties Law.  The federal Civil Monetary Penalties Law authorizes 
civil monetary penalties, adjusted yearly for inflation, for a variety of health care fraud violations 
(such as Anti-Kickback Statute, Stark Law, FCA or EMTALA violations, each discussed below).  
Different amounts of penalties and assessments may be authorized based on the type of violation, 
and the amounts are adjusted yearly for inflation.  Civil monetary penalties also may include an 
assessment of up to three times the amount claimed for each item or service, or up to three times 
the amount of remuneration offered, paid, solicited or received.  Actions subject to penalties 
include: (1) presenting fraudulent claims, (2) presenting claims for which a provider knows 
Medicare will not pay, (3) “gainsharing” arrangements which induce providers to limit or reduce 
medically necessary services, (4) providing benefits to Medicare or Medicaid beneficiaries that a 
provider knows or should know are likely to induce the beneficiaries to choose the provider for 
their care, and (5) violating the Anti-Kickback Statute or the Stark Law.  Civil monetary 
penalties can add up quickly and result in multi-million-dollar judgments or settlements, 
materially adversely impacting a provider’s business and financial condition. 

Anti-Kickback Statute. The federal Anti-Kickback Statute is a felony criminal law that 
prohibits the knowing and willful payment of “remuneration” to induce or reward patient 
referrals or the generation of business involving any item or service payable by the federal health 
care programs (e.g., drugs, supplies, or health care services for Medicare or Medicaid patients).  
Actual knowledge and specific intent to violate the statute are not required.  Remuneration 
includes anything of value and can take many forms besides cash (e.g., free rent, free hotel stays 
and meals, and excessive compensation for medical directorships or consultancies).  The 
Anti-Kickback Statute applies to both the payors of kickbacks (those who offer or pay 
remuneration) as well as the recipients of kickbacks (those who solicit or receive remuneration).  
Anti-Kickback “safe harbors” described in federal regulations protect certain payment and 
business arrangements that could otherwise implicate the Anti-Kickback Statute from criminal 
and civil prosecution (e.g., personal services and rental agreements, investments in ambulatory 
surgical centers, and payments to bona fide employees), but in order to be protected by a safe 
harbor, an arrangement must squarely meet each safe harbor element.  Failure to squarely meet 
all the required elements of a safe harbor does not necessarily render the conduct or business 
arrangement illegal under the Anti-Kickback Statute.  Rather, such conduct or business 
arrangement may be subject to increased regulatory scrutiny.  Criminal penalties, civil monetary 
penalties and administrative sanctions for violating the Anti-Kickback Statute include substantial 
fines per kickback plus monetary penalties up to three times the amount of damages sustained by 
government, jail terms, and exclusion from participation in the federal health care programs.  In 
addition, under the ACA, submission of a claim for services or items generated in violation of 
the Anti-Kickback Statute constitutes a false or fraudulent claim subject to additional penalties 
under the federal False Claims Act (discussed below).   
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In addition to the federal Anti-Kickback Statute, many states, including Wisconsin, have 
anti-kickback and/or fee-splitting statutes designed to prohibit inducements or improper 
remuneration for the referral of patients.  In some cases, state statutes are broader or carry larger 
fines than corresponding federal law.  Management believes its policies, procedures and business 
arrangements have been and currently are in material compliance with the Anti-Kickback Statute 
and Wisconsin anti-kickback and fee-splitting laws and regulations but no assurance can be 
given that a violation will not be found.  Any sanctions imposed as a result of an Anti-Kickback 
Statute or similar state law violation could have a material adverse effect on the Obligated 
Group’s business and financial condition. 

Stark Law.  The federal Physician Self-Referral Law (commonly known as the Stark 
Law) prohibits a physician from referring Medicare or Medicaid patients for certain “designated 
health services” to an entity in which the physician (or an immediate family member) has an 
ownership/investment interest or with which the physician has a compensation arrangement, 
unless an exception applies.  “Designated health services” include clinical laboratory, physical 
therapy, radiology, inpatient and outpatient hospital, and other services.  Importantly, the Stark 
Law is a strict liability statute, meaning that one can violate the law without any intent to do so.  
Statutory and regulatory exceptions to the Stark Law’s referral prohibition can protect a broad 
range of common financial relationships between referring physicians and a designated health 
services provider such as a hospital (e.g., employment relationships, relocation arrangements, 
leases, group practice arrangements, or medical directorships).  If the relationship does not 
squarely meet the elements of a Stark Law exception, it will result in violation of the law.  A 
Stark Law violation may result in a denial of Medicare reimbursement, required refunds to 
patients and the Medicare program, substantial civil monetary penalties and exclusion from 
participation in the Medicare and Medicaid programs and other federal programs.  In addition, 
the submission of a claim for services or items generated in violation of the Stark Law may 
constitute a false or fraudulent claim, and thus create additional penalties under the federal False 
Claims Act.   

Many states, including Wisconsin, have adopted self-referral statutes similar to the Stark 
Law, some of which extend to commercial payors as well as the related state Medicaid program.  
Management believes its policies, procedures and business arrangements have been and currently 
are in material compliance with the Stark Law and similar Wisconsin physician referral laws, but 
no assurance can be given that a violation will not be found.  Any sanctions imposed as a result 
of a Stark Law or similar Wisconsin law violation could have a material adverse effect on the 
Obligated Group’s business and financial condition. 

The Obligated Group’s participation in and development of joint ventures and other 
financial relationships with physicians could be adversely affected by the Stark Law and similar 
state laws.  Moreover, new payment structures promoted by the ACA, such as “accountable care 
entities” and other arrangements involving combinations of hospitals, physicians and other 
providers who share payment savings, could potentially be seen as implicating the Anti-
Kickback Statute or the Stark Law.   

CMS has established a voluntary self-disclosure program under which hospitals and other 
entities may report Stark Law violations and seek a reduction in potential refund obligations. 
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Providers may make self-disclosures under this program as appropriate from time to time. Any 
submission pursuant to the self-disclosure program does not waive or limit the ability of the 
Office of Inspector General (“OIG”) or Department of Justice to seek or prosecute violations of 
the Anti-Kickback Statute or impose civil monetary penalties. 

False Claims Act and Whistleblower Lawsuits.  The federal False Claims Act (“FCA”) 
prohibits knowingly submitting a false or fraudulent claim to the federal government (e.g., the 
Medicare or Medicaid programs) for reimbursement.  Because the term “knowingly” is defined 
broadly under the law to include not only actual knowledge but also deliberate ignorance or 
reckless disregard of the facts, the FCA can be used to punish a wide range of conduct.  
Accordingly, FCA investigations and cases have become common in the health care industry and 
may cover a range of activity from intentionally inflated billings to highly technical billing 
infractions, to allegations of unnecessary or inadequate care.  Additionally, a claim connected to 
a Stark Law or Anti-Kickback Statute violation may be deemed a false claim in violation of the 
FCA.  The ACA further expanded the reach of the FCA to include, among other things, failure to 
report and return known overpayments within statutory limits.  Filing false claims in violation of 
the FCA can result in civil fines, substantial per claim penalties and monetary penalties up to 
three times the amount of damages sustained by government (e.g., the amount falsely billed to 
the Medicare or Medicaid program).  These fines can add up quickly and result in multimillion-
dollar judgments or settlements.  Additionally, violation or alleged violation of the FCA can 
result in payment suspension pending investigation, the imposition of corporate integrity 
agreements, or exclusion from Medicare and Medicaid.  

The qui tam or “whistleblower” provisions of the FCA allow a private individual to bring 
an FCA action on behalf of the government.  As part of the resolution of a qui tam case, the 
whistleblower may share in a portion of any FCA settlement or judgment.  Qui tam actions can 
also be filed under certain state false claims laws if the fraud involves Medicaid funds or funding 
from state and local agencies.  In recent years, there has been a large increase in the number of 
FCA qui tam actions.  Because qui tam lawsuits are kept under seal while the federal government 
evaluates whether the United States will join the lawsuit, it is difficult to determine whether any 
such actions are pending.  

The Deficit Reduction Act provides financial incentives to states that pass similar false 
claims statutes or amend existing false claims statutes that track the FCA more closely with 
regard to penalties and rewards to qui tam relators.  A number of states, including Wisconsin, 
have passed similar statutes expanding the prohibition against the submission of false claims to 
nonfederal third-party payors.  Like the FCA, the Wisconsin false claims statute, known as the 
Wisconsin False Claims for Medical Assistance Law (“Wisconsin FCA”), allows for per claim 
penalties and treble damages.  At the present time, Management is not aware of any 
overpayments or pending or threatened claims, investigations or enforcement actions under the 
FCA or state false claims laws which, if determined adversely to the Members of the Obligated 
Group, would have a material adverse effect on the Obligated Group’s business and financial 
condition.  No assurance can be given that an FCA action will not be filed and a violation found.  
Any sanctions imposed as a result of an FCA or state false claims law violation could have a 
material adverse effect on the Obligated Group’s business and financial condition. 
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HIPAA and State Privacy Laws.  The Health Insurance Portability and Accountability 
Act, as amended by the Health Information Technology for Economic and Clinical Health Act 
and as it may further be amended from time to time, and its implementing regulations 
(collectively, “HIPAA”) provides data privacy and security requirements for safeguarding 
medical information.  HIPAA includes both (1) a “privacy rule,” which sets forth national 
standards for the protection of individually identifiable protected health information (“PHI”) by 
three types of covered entities: health plans, health care clearinghouses, and health care providers 
who conduct the standard health care transactions electronically, and (2) a “security rule,” which 
sets forth national standards for protecting the confidentiality, integrity, and availability of 
electronic PHI.  Failure to comply with HIPAA can result in both criminal and civil fines and 
penalties. States may have privacy regulations that are broader than HIPAA.  Mandatory breach 
notification and reporting requirements increase the risk of government enforcement as well as 
class action lawsuits, especially if large numbers of individuals are affected by a breach.  
Additionally, states may have privacy or consumer protection laws that are broader than HIPAA 
and, unlike HIPAA, authorize a private right of action.  Management believes the Members of 
the Obligated Group are in material compliance with HIPAA and any similar state privacy laws 
and regulations but no assurance can be given that a violation will not be found.  Any sanctions 
imposed as a result of a HIPAA or state privacy law violation could have a material adverse 
effect on the Obligated Group’s business and financial condition. 

EMTALA.  The federal Emergency Medical Treatment and Active Labor Act 
(“EMTALA”) imposes certain requirements on hospitals and facilities with emergency 
departments.  Generally, EMTALA requires that hospitals and other facilities with emergency 
departments provide “appropriate medical screening” to patients who come to the emergency 
department to determine if an emergency medical condition exists regardless of a patient’s 
ability to pay.  If so, the hospital must stabilize the patient within is capabilities and only transfer 
the patient once stabilized.  A hospital which receives an inappropriate transfer must report that 
transfer to CMS.  Failure to comply with EMTALA may result in a hospital’s exclusion from the 
Medicaid program, as well as imposition of civil monetary penalties.  As such, failure of the 
Corporation to meet its responsibilities under EMTALA could have a material adverse effect on 
the Corporation’s business and financial condition.  Management believes its policies and 
procedures are in material compliance with EMTALA, but no assurance can be given that a 
violation of EMTALA will not be found. 

THE MEMBERS OF THE OBLIGATED GROUP COULD BE LIMITED BY, OR INCUR SUBSTANTIAL 
LIABILITY UNDER, OTHER FEDERAL OR STATE LAWS 

In addition to laws and regulations specific to the health care industry, as discussed 
above, the Members of the Obligated Group are subject to a wide variety of laws and regulations 
in the ordinary course of business.  Violation of these laws or regulations could result in various 
penalties, demands, or substantial defense costs, any of which could have a material adverse 
effect on the Obligated Group’s business and financial condition.  Some of these laws are briefly 
described below. 

Environmental/Occupational Health and Safety Laws. Typical health care facility 
operations include the handling, use, storage, transportation, disposal and/or discharge of 
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hazardous, infectious, toxic, radioactive, flammable and other hazardous materials, wastes, 
pollutants and contaminants.  As such, health care facility operations are particularly susceptible 
to the practical, financial and legal risks associated with compliance to environmental and 
occupational health and safety laws and regulations.  Such risks may (1) result in damage to 
individuals, property or the environment, (2) interrupt operations and/or increase cost, (3) result 
in legal liability, damages, injunctions or fines, and (4) result in investigations, administrative 
proceedings, civil litigation, criminal prosecution, penalties or other governmental agency 
actions.  Such actions may not be covered by insurance.  At the present time, Management is not 
aware of any pending or threatened claim, investigation or enforcement action regarding any 
such environmental or occupational health and safety issue which, if determined adversely to the 
Members of the Obligated Group, would have a material adverse effect on the Obligated Groups’ 
business and financial condition.  There is no assurance that the Members of the Obligated 
Group will not encounter such problems in the future. 

Antitrust Laws.  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 medical staff privilege disputes, third party contracting, physician relations and joint 
venture, merger, affiliation and acquisition activities.  The Federal Trade Commission has 
publicly acknowledged increasing enforcement action in the areas of hospital and physician 
combinations and enforcement in the health care sector continues to be active.  The most 
common areas of potential liability are joint activities among providers with respect to payor 
contracting, medical staff credentialing, hospital and physician mergers and acquisitions and 
allegations of exclusion of competitors from market opportunities.  From time to time, a Member 
of the Obligated Group may be involved in joint contracting activity or affiliation discussions 
with other hospitals or providers.  Violation of the antitrust laws can result in criminal and civil 
enforcement by federal and state agencies and large financial damages.  At various times, a 
Member of the Obligated Group 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.  Liability may be substantial, depending on 
the facts and circumstances of each case and may have a material adverse impact on the 
Members of the Obligated Group.  See also, “VARIOUS EMPLOYER-RELATED RISKS COULD 
ADVERSELY AFFECT OPERATIONS AND FINANCIAL CONDITION — Medical Staff Disputes” below. 

Professional Liability Lawsuits; Other Claims.  Professional liability actions alleging 
wrongful conduct and seeking punitive damages are often filed against hospitals and other health 
care providers.  The Wisconsin Injured Patients and Families Compensation Fund (the “Fund”) 
was created by Section 655.26 of the Wisconsin Statutes to cover professional liability claims 
against certain Wisconsin health care providers, including hospitals and physicians, to the extent 
such claims result in awards in excess of defined limits of required primary insurance coverage.  
Currently, the required primary coverage limits are $1,000,000 for each occurrence and 
$3,000,000 for all occurrences in any policy year.  The Corporation carries the required primary 
liability insurance coverage for each of its eligible health care affiliates and each individual 
employed physician. 

Litigation also arises from the corporate and business activities of hospitals, from a 
hospital’s status as an employer, as a result of medical staff or provider network peer review or 
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the denial of medical staff or provider network privileges.  General liability insurance does not 
cover all claims and is subject to policy limitations.  If the aggregate limit of any of the 
Obligated Group’s general liability policies is exhausted, in whole or in part, it could deplete or 
reduce the limits available to pay any other material claims applicable to that policy period.  Any 
losses not covered by or in excess of the amounts maintained under insurance policies will be 
funded from the Obligated Group’s working capital.  Furthermore, there is no assurance that 
hospitals will be able to maintain the coverage amounts currently in place in the future, or that 
such coverage will be available at a reasonable cost in the future.  Additionally, one or more of 
the Obligated Group’s insurance carriers could become insolvent and unable to fulfill obligations 
to defend, pay or reimburse the Members of the Obligated Group when those obligations become 
due.  In that case, or if payments of claims exceed Management’s estimates, or are not covered 
by the Obligated Group’s insurance, it could have a material adverse effect on the Obligated 
Group’s business and financial condition.   

As discussed in “COVID-19 PANDEMIC HAS CAUSED ECONOMIC TURMOIL AND COULD 
NEGATIVELY IMPACT THE OBLIGATED GROUP’S FINANCIAL CONDITION” above, the treatment of 
COVID-19 patients at Obligated Group facilities may result in an increased number of 
professional liability and other lawsuits related to the treatment of patients and the spread of 
COVID-19 to Obligated Group employees and to others.  A number of states, including 
Wisconsin, through executive orders and/or legislation, have granted certain health care 
providers and facilities immunity protection from certain lawsuits relating to the COVID-19 
crisis.  However, the scope of immunity protection varies from state to state and may not be 
sufficient to protect health care facilities and providers from material losses stemming from 
COVID-19 related lawsuits. 

LOSS OF ACCREDITATION, LICENSURE OR OTHER STATE APPROVALS MAY NEGATIVELY AFFECT 
OPERATIONS OR FINANCIAL CONDITION 

The Corporation’s medical facilities are subject to periodic review by licensing and/or 
accrediting agencies to determine compliance with and various federal, state and local 
requirements relating to issues such as personnel, operating policies and procedures, fire 
prevention, rate-setting, the adequacy of medical care, and compliance with building codes and 
environmental protection laws.  In addition to facility-specific licensure, various licenses and 
permits also are required in order to dispense narcotics, operate pharmacies, handle radioactive 
materials and operate certain equipment.  Renewal and continuance of certain of these licenses, 
certifications and accreditations are based on inspections, surveys, audits, investigations or other 
reviews, some of which may require or include affirmative action or response by the 
Corporation.  Loss of accreditation or licensure could impair the ability of the Corporation to 
operate all or a portion of its health care facilities and have a material adverse impact on the 
Obligated Group’s business and financial condition.  Management currently anticipates no 
difficulty renewing or continuing currently held licenses, certifications or accreditations.  See 
“ACCREDITATION AND MEMBERSHIPS” in Appendix A hereto. 
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INDUSTRY TREND TOWARDS ALTERNATIVE PAYMENT MODELS AND CLINICALLY INTEGRATED 
DELIVERY SYSTEMS MAY NEGATIVELY AFFECT REVENUES AND CARRY OTHER RISKS 

Value-based purchasing and other alternative payment model initiatives tying health care 
provider reimbursement to quality, efficiency, or patient outcome measures will increasingly 
affect health care provider operations and may negatively impact revenues if the provider is 
unable to meet targeted measures.  It is generally anticipated that CMS will continue to 
experiment with additional alternative payment models, in accordance with the ACA or 
otherwise.  Additionally, private payors are moving toward value-based purchasing and 
alternative payment models.  Many large commercial payors expect hospitals to report quality 
data, and several will not reimburse hospitals for certain preventable adverse events.  Industry 
trends predict that value-based purchasing programs, including programs that condition 
reimbursement on patient outcome measures, to become more common and to involve a higher 
percentage of reimbursement amounts.  This trend could negatively impact the Corporation’s 
revenues, particularly if it is unable to meet the quality and cost standards established under the 
new payment models.   

In order to keep pace with industry trends, many hospitals and health systems are 
pursuing clinical integration strategies with physician groups in order to offer an integrated 
package of health care services to patients and health care insurers.  These integration strategies 
may take many forms, including (1) ACOs, organizations typically composed of a hospital and 
certain other health care providers that coordinate patient care and tie payment for that care to the 
achievement of quality metrics, (2) management service organizations, organizations that 
provide physicians or physician groups with a combination of financial and managed care 
contracting services, office and equipment, office personnel and management information 
systems, (3) physician-hospital organizations, organizations that are typically jointly owned or 
controlled by a hospital and physician group for the purpose of managed care contracting, 
implementation and monitoring, and (4) hospital-based clinics or medical practice foundations, 
which may purchase and operate physician practices as well as provide all administrative 
services to physicians.  Often the start-up capitalization for such structures, as well as operational 
deficits, are funded by the sponsoring hospital or health system.  Depending on the size and 
organizational characteristics of a particular strategy, these capital requirements may be 
substantial.  In some cases, the sponsoring hospital or health system may be asked to provide a 
financial guarantee for the debt of a related entity that is carrying out an integrated delivery 
strategy.  In certain of these structures, the sponsoring hospital or health system may have an 
ongoing financial commitment to support operating deficits, which may be substantial on an 
annual or aggregate basis.  In addition, participating physicians may seek their independence for 
a variety of reasons, thus putting the hospital or health system’s investment at risk and 
potentially reducing its managed care leverage and/or overall utilization.   

Integrated delivery strategies are generally designed to conform to existing trends in the 
delivery of medicine, to implement anticipated aspects of health care reform, to increase 
physician availability to the community and/or enhance the managed care capability of the 
affiliated hospital and physicians.  However, these goals may not be achieved, and, if the 
structure is not functionally successful, it may produce materially adverse results that are 
counterproductive to some or all of its stated goals. 
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Joint venture and integrated delivery strategies carry with them the potential for legal or 
regulatory risks in varying degrees.  Such strategies may call into question compliance with the 
federal fraud and abuse laws, relevant antitrust laws and federal or state tax exemption.  Such 
risks will turn on the facts specific to the implementation, operation or future modification of any 
integrated delivery system.  In addition, depending on the type of structure, a wide range of 
governmental billing and other issues may arise, including questions of the authorization of the 
entity to bill for or on behalf of the physicians involved.  Other related legal and regulatory risks 
may arise, including employment, pension and benefits, requirements for risk-bearing 
organizations and corporate practice of medicine, particularly in the current atmosphere of 
frequent and often unpredictable changes in federal and state legal requirements regarding health 
care and medical practice.  The ability of hospitals or health systems to conduct integrated 
physician operations may also be altered or eliminated in the future by legal or regulatory 
interpretation or changes or by health care fraud enforcement.  Management believes its current 
integrated care arrangements are in material compliance with applicable state and federal health 
care regulatory laws.  Although the Corporation has extensive policies and procedures in place to 
facilitate compliance in all material respects with the laws, rules and regulations affecting its 
arrangements, there can be no assurance that the Obligated Group will not be subject to 
investigation or otherwise found to be in violation of these complex rules and regulations. 

COMPETITION OR NEGATIVE REVIEWS COULD ADVERSELY AFFECT PATIENT VOLUME 

The health care business is highly competitive, and competition among hospitals and 
other health care providers for patients has intensified in recent years.  Increased competition 
from a wide variety of sources, including specialty hospitals, other hospitals and health care 
systems, inpatient and outpatient health care facilities, long term care and skilled nursing 
services facilities, clinics, physicians and others, may adversely affect the utilization and/or 
revenues of hospitals.  Competing facilities in the Corporation’s service areas may: (1) offer a 
broader array of services to patients and physicians, (2) have larger or more specialized medical 
staffs to admit and refer patients, (3) have a better reputation in the community, (4) be more 
transit-accessible or centrally located, (5) be able to negotiate more favorable reimbursement 
rates with payors, or (6) may not be subject to various restrictions applicable to the Corporation.  
If the Corporation’s competitors are better able to attract patients, recruit physicians, expand 
services, or obtain favorable managed care contracts at their facilities, the Corporation may 
experience an overall decline in patient volumes. 

Future competition may arise from new sources not currently anticipated or prevalent.  
Additionally, scientific and technological advances, new procedures, drugs and devices, 
preventive medicine and outpatient health care delivery may reduce utilization and revenues of 
hospitals in the future or otherwise lead the way to new avenues of competition. Moreover, 
additional quality measures and future trends toward clinical transparency may have an 
unanticipated impact on the Corporation’s competitive position and patient volumes. Health care 
consumers are now able to access hospital performance data on quality measures and patient 
satisfaction, as well as standard charges for services, to compare competing providers.  If any of 
the Corporation’s health care facilities achieve poor results (or results that are lower than 
competitors) on quality measures or patient satisfaction surveys, or if its standard charges are 
higher than competitors, the Corporation may attract fewer patients. 
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IMPLEMENTATION OF COSTLY NEW INFORMATION TECHNOLOGY OR MEDICAL TECHNOLOGY MAY 
BE REQUIRED BY LAW OR OTHERWISE NECESSARY TO REMAIN COMPETITIVE 

The ability to adequately price and bill health care services and to accurately report 
financial results depends on the operability of a health care provider’s electronic medical record 
(“EMR”) and other Information Technology (“IT”) systems and the integrity of the data stored 
within such systems.  EMR and IT systems require an ongoing commitment of significant 
resources to maintain and protect existing systems and to develop IT systems to keep pace with 
evolving regulatory standards and technological advances.  There can be no assurance that such 
efforts will be successful or that operational or regulatory issues will not arise.  From time to 
time, providers may choose to change or upgrade EMR systems.  Such transfer can be costly and 
have the potential to disrupt operational issues and create regulatory issues such as data privacy 
issues.  Additionally, medical discoveries and advancements, including the development of new 
drugs, devices or procedures, may add significantly to the Obligated Group’s cost of providing 
services, requiring costly new medical technology with no or little offsetting increase in federal 
reimbursement.  Moreover, medical advancements also may render obsolete certain health care 
services, thereby either increasing expense or reducing revenues.  The ability of the Obligated 
Group to purchase and offer new technology and equipment may be subject to the availability of 
such equipment, specialists trained in such equipment or technology, governmental approval, or 
the ability to finance such acquisitions or operations.  The implementation of new EMR, IT or 
medical technology cannot be predicted but may have a material adverse effect on the Obligated 
Group’s business and financial condition. 

FUTURE ACQUISITIONS, DIVESTITURES OR OTHER AFFILIATIONS COULD REQUIRE SIGNIFICANT 
CAPITAL AND CAUSE THE ENTITIES AND ASSETS THAT CURRENTLY MAKE UP THE MEMBERS OF 
THE OBLIGATED GROUP TO CHANGE 

The Corporation periodically evaluates and selectively pursues potential merger and 
affiliation candidates on a consistent basis as part of its overall strategic planning and 
development process.  As a result, it is possible that the entities and assets that currently make up 
the Obligated Group may change from time to time, subject to provisions in the Master Indenture 
and other financing documents that apply to merger, sale, disposition or purchase of assets or 
with respect to joining or withdrawing from the Obligated Group.  In addition to relationships 
with hospitals and physicians, the Corporation may pursue investments, ventures, affiliations, 
development and acquisitions of other health care-related entities.  These may include additional 
providers of home health care, long-term care entities or operations, pharmaceutical providers 
and other health care enterprises that support the overall operations and mission of the 
Corporation.  In addition, the Corporation may pursue transactions with third-party payors, 
third-party administrators and other health insurance-related businesses.  Because of the 
integration occurring throughout the health care industry, the Corporation will consider such 
arrangements where there is a perceived strategic or operational benefit.  All such initiatives may 
involve significant capital commitments and/or capital or operating risk.  There can be no 
assurance that these projects, if pursued, will not have a material adverse effect on the 
Corporation’s business and financial condition. 
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UNANTICIPATED CATASTROPHIC EVENTS COULD ADVERSELY AFFECT REVENUES 

Cyber Attacks.  The Members of the Obligated Group rely on IT systems, including 
electronic health records, to operate their facilities and to process, transmit and store sensitive 
and confidential data, including PHI and personally identifiable information of its patients and 
employees, as applicable, and proprietary and confidential business performance data.  Although 
the Members of the Obligated Group routinely monitor and test the security of their IT systems 
and processes and implement appropriate security measures designed to protect confidential 
information, IT systems are often subject to computer viruses, cyber-attacks by hackers (such as 
malware or ransomware attacks), or breaches due to employee error or malfeasance.  
Cyber-attacks have been occurring more frequently and have specifically targeted health 
systems. Attacks on health systems may result in the temporary disruption or cessation of facility 
operations, patient safety issues, loss or compromise of patient records, the payment of 
significant ransoms, negative press, and/or the imposition of substantial fines or penalties for 
violation of HIPAA or similar state privacy laws (as discussed above), any of which may 
adversely affect a health care provider’s business or financial condition.  Although Management 
is not currently aware of having experienced a material breach of its IT systems, the Obligated 
Group’s IT security measures may not be sufficient to prevent cyber-attacks in the future.  
Additionally, as cybersecurity threats continue to evolve, the Members of the Obligated Group 
may not be able to anticipate certain attack methods in order to implement effective protective 
measures, and may be required to expend significant additional resources to continue to modify 
and strengthen security measures, investigate and remediate any vulnerabilities, or invest in new 
technology designed to mitigate security risks.  The Obligated Group’s IT systems routinely 
interface with and rely on third party systems that are also subject to the risks outlined above and 
may not have or use appropriate controls to protect confidential information.  A breach or attack 
affecting a third-party service provider could harm the Obligated Group’s business or financial 
condition.  Although the Members of the Obligated Group have insurance against some cyber 
risks and attacks, it may not be sufficient to offset the impact of a material loss event. 

Facility Damage.  Health care facilities are highly dependent on the condition and 
functionality of their physical facilities.  Damage from natural causes, severe weather, fire, 
deliberate acts of destruction, terrorism or various facility system failures may have a material 
adverse impact on facility operations and financial condition, especially if insurance is 
inadequate to cover resulting property and business losses.   

Infectious Disease Outbreak.  The Corporation’s business or financial condition could be 
harmed by another global pandemic or other national or localized outbreak of a highly 
contagious or epidemic disease in ways similar to those described above under “COVID-19 
PANDEMIC HAS CAUSED ECONOMIC TURMOIL AND COULD NEGATIVELY IMPACT THE OBLIGATED 
GROUP’S FINANCIAL CONDITION.”  If an outbreak of another infectious disease were to occur 
globally, nationally or in the Corporation’s service area, the Obligated Group’s business and 
financial condition could be adversely affected.  Similar to COVID-19, the treatment of a highly 
contagious disease at one of the Corporation’s facilities may result in a temporary shutdown or 
diversion of patients.  In addition, unaffected individuals may decide to defer elective procedures 
or otherwise avoid medical treatment, resulting in reduced patient volumes and operating 
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revenues.  Management cannot predict any costs associated with the potential treatment of an 
infectious disease outbreak or preparation for such treatment.   

VARIOUS EMPLOYER-RELATED RISKS COULD ADVERSELY AFFECT OPERATIONS AND FINANCIAL 
CONDITION 

Employee Relationships and Retention.  The Obligated Group employs a large number 
and wide diversity of employees.  The ability of the Members of the Obligated Group to employ 
and retain qualified employees, including any senior management, and their ability to maintain 
good relations with such employees and employee unions (if any) affect the quality of services to 
patients and the financial condition of the Members of the Obligated Group.  Employees subject 
to collective bargaining agreements may include essential nursing and technical personnel, as 
well as food service, maintenance and other trade personnel.  Renegotiation of collective 
bargaining agreements upon expiration may result in significant cost increases.  Employee 
strikes or other adverse labor actions may have an adverse impact on operations, revenue, and 
facility reputation.  Presently, no Obligated Group employees are represented by labor unions 
and Management is not aware of any efforts to organize employees into any collective 
bargaining groups.  See “EMPLOYEES” and “EMPLOYEE BENEFITS” in Appendix A hereto. 

Professional Staffing Shortages.  The health care industry occasionally experiences a 
scarcity of health care personnel, including nurses, respiratory therapists, radiation technicians, 
pharmacists and other trained health care technicians.  A nursing shortage is currently affecting 
many geographic areas of the country, including Wisconsin.  It is possible that the nursing 
shortage will grow and that other professional shortages will reappear in the future.  These 
personnel shortages may result in increased costs and lost revenues from time to time due to the 
need to hire agency staffing personnel at higher rates, increased compensation levels to retain 
current personnel, and the inability to operate at capacity due to the staff shortage. 

Physician Supply and Recruitment.  It is essential to the Corporation’s ongoing business 
that it attract an appropriate number of quality physicians in the specialties required to support its 
services and that it maintains good relationships with those physicians.  The success of the 
Corporation’s business depends in significant part on the number, quality, specialties, and 
admitting and scheduling practices of admitting physicians.  A shortage of physicians, especially 
in primary care, could become a significant issue for health providers in the coming years.  Any 
physician shortage could be compounded by the expansion of coverage to the uninsured under 
the ACA.  In addition, reductions in Medicaid reimbursement could lead to physicians relocating 
their practices in communities with lower Medicaid populations.  The Corporation may be 
required to invest additional resources for recruiting and retaining physicians or may be required 
to increase the percentage of employed physicians in order to continue serving the growing 
population base and maintain market share.  See also, “FAILURE TO NEGOTIATE FAVORABLE 
CONTRACTS WITH COMMERCIAL INSURERS COULD ADVERSELY AFFECT REVENUES” above. 

The Corporation may contract with physician organizations (such as independent 
physician associations and physician-hospital organizations) to arrange for the provision of 
physician and ancillary services.  Because many such physician organizations are separate legal 
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entities with their own goals, obligations to shareholders, financial status, and personnel, there 
are risks involved in contracting with physician organizations. 

In recruiting, retaining and otherwise contracting with physicians, the Corporation will be 
limited by rules promulgated by the IRS, CMS and the OIG.  Failure to comply with IRS rules 
regarding appropriate physician recruitment could result in loss of tax-exempt status.  Failure to 
structure a contractual arrangement with a physician to comply with an applicable Anti-Kickback 
Statute safe harbor or Stark Law exception (as discussed above) could result in substantial fines, 
penalties, or exclusion from the federal health care programs.  Management believes that the 
Corporation’s physician arrangements are in material compliance with applicable laws and 
regulations, but no assurance can be given that regulatory authorities will not take a contrary 
position or that the Corporation will not be found to have violated applicable law.  Additionally, 
no assurance can be given that future laws, regulations or policies will not have a material 
adverse impact on the ability of the Corporation to recruit and retain physicians. 

Pension and Benefit Fund Liabilities Could Be Significant.  The Obligated Group may 
incur significant expenses to fund pension and benefit plans for employees and former 
employees and to fund required workers’ compensation benefits.  Funding obligations in some 
cases may be erratic or unanticipated and may require significant commitments of available cash 
needed for other purposes.  In addition, to the extent investment returns are lower than 
anticipated or losses on investments occur, the Obligated Group may also be required to make 
additional deposits in connection with pension fund liabilities.  See “EMPLOYEE BENEFITS” 
in Appendix A hereto. 

Wage and Hour Class Actions and Litigation Could Result in Substantial Expenses.  
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 are susceptible to actual and alleged violations of these 
standards.  In recent years, there has been a proliferation of “wage and hour” lawsuits, often in 
the form of large, sometimes multi-state, class actions.  For large employers such as hospitals 
and health systems, such class actions can involve multimillion-dollar claims, judgments and/or 
settlements.  A major class action decided or settled adversely to any Member of the Obligated 
Group could have a material adverse impact on the Obligated Group’s business and financial 
condition.  Currently, no such class action lawsuits are pending against any Member of the 
Obligated Group. 

Medical Staff Disputes.  The primary relationship between a hospital and physicians who 
practice in it is through the hospital’s organized medical staff.  Medical staff bylaws, rules and 
policies establish the criteria and procedures by which a physician may have his or her privileges 
or membership curtailed, denied or revoked.  Physicians who are denied medical staff 
membership or certain clinical privileges or who have such membership or privileges curtailed or 
revoked often file legal actions against hospitals and medical staffs.  Such actions may include a 
wide variety of claims, including antitrust claims, some of which could result in substantial 
uninsured damages to a hospital.  Furthermore, from time to time, actions or decisions of hospital 
management may cause unrest among certain physician groups or members of the medical staff, 
which could result in legal or other actions, such as resignation from the medical staff.  In 
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addition, failure of the hospital governing body to adequately oversee the conduct of its medical 
staff may result in hospital liability to third parties. 

IRS Reclassification of Independent Contractors to Employees.  Health care facilities, 
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. The IRS has established criteria for determining whether a worker is 
an employee or an independent contractor for tax purposes.  If the IRS were to reclassify a 
significant number of hospital independent contractors (e.g., physician medical directors) as 
employees, back taxes and penalties could be material. 

THE NON-PROFIT HEALTH CARE ENVIRONMENT CARRIES CERTAIN RISKS 

General.  As nonprofit tax-exempt organizations, the Members of the Obligated Group 
are subject to federal, state and local laws, regulations, rulings and court decisions relating to 
their organization and operation, including their operation for charitable purposes.  At the same 
time, the Members of the Obligated Group conduct large scale complex business transactions 
and are major employers in their respective geographic areas.  There can often be a tension 
between the rules designed to regulate a wide range of charitable organizations and the day to 
day operations of a complex health care organization. 

An increasing number of the operations or practices of health care providers have been 
challenged or questioned to determine if they are in compliance with the regulatory requirements 
for nonprofit tax-exempt organizations.  These challenges, in some cases, are broader than 
concerns about compliance with federal and state statutes and regulations, such as Medicaid 
compliance, and instead, in many cases, are examinations of core business practices of the health 
care organizations.  Areas that have come under examination have included pricing practices, 
billing and collection practices, charitable care, executive compensation, exemption of property 
from real property and sales taxation and others.  These challenges and questions have come 
from a variety of sources, including state attorneys general, the IRS, labor unions, Congress, 
state legislatures, local school boards, other federal and state agencies and patients and in a 
variety of forums, including hearings, audits and litigation.  For example, Senate and House 
committees have conducted several nationwide investigations of hospital billing and collection 
practices, including proposed reform in the area of tax-exempt organizations as a part of health 
care reform generally.  Additionally, Senate Finance Committee Chairman Chuck Grassley 
renewed his scrutiny of tax-exempt hospitals, requesting in a February 2019 letter to the IRS that 
the agency provide data with respect to its examinations of non-profit hospital compliance with 
Internal Revenue Code community benefit regulations. The effect of any examinations, 
investigations, or challenges to the nonprofit status of health care organizations cannot be 
predicted. There can be no assurance that future changes in state or federal laws and regulations 
will not adversely affect the operations and financial condition of the Obligated Group. 

Litigation Related to Billing and Collection Practices.  Lawsuits have been filed in both 
federal and state courts alleging, among other things, that hospitals have failed to fulfill their 
obligations to provide charity care to uninsured patients and have overcharged uninsured 
patients.  The cases are proceeding in various courts around the country with inconsistent results.  
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While it is not possible to make general predictions, some hospitals and health systems have 
incurred substantial costs in defending such lawsuits and in some cases have entered into 
substantial settlements.  No Member of the Obligated Group is currently a defendant in litigation 
relating to billing and collection practices. 

Challenges to Real Property Tax Exemptions.  Recently, the real property tax exemptions 
afforded to certain nonprofit health care providers by state and local taxing authorities have been 
challenged on the grounds that the health care providers were not engaged in sufficient charitable 
activities.  These challenges have been based on a variety of grounds, including allegations of 
aggressive billing and collection practices and excessive financial margins.  The real property 
owned by the Corporation upon which the Hospital is located is exempt from property tax.  
Management is not aware of any challenges to this status.  The Corporation does pay property 
tax with respect to certain other of its properties.  Any investigations or audits by the State or 
other governmental entities could lead to challenges with regard to property tax exemption with 
respect to facilities of the Corporation which, if successful, could adversely and materially affect 
the property tax exemption with respect to certain of the facilities. 

Indigent Care/Community Benefit.  Tax-exempt hospitals often treat large numbers of 
indigent patients who are unable to pay in full for their medical care.  General economic 
conditions that affect the number of employed individuals who have health coverage affects the 
ability of patients to pay for health care.  The COVID-19 pandemic and its impact on economic 
conditions could increase the number of uninsured and indigent patients.  Similarly, changes in 
government policy, which may result in coverage exclusions under local, county, state and 
federal health care programs, may increase the frequency and severity of indigent treatment by 
such hospitals and other providers.  It is also possible that future legislation could require that 
tax-exempt hospitals maintain minimum levels of indigent care as a condition of federal income 
tax exemption and exemption from certain state and local taxes. 

OBLIGATED GROUP FINANCINGS CARRY CERTAIN RISKS 

The obligations of the Members of the Obligated Group under the Master Indenture are 
limited to the same extent as the obligations of debtors typically affected by bankruptcy, 
insolvency and the application of general principles of creditors’ rights and as additionally 
described below.  The Master Indenture permits the addition of other Members of the Obligated 
Group if certain conditions are met.  See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER 
INDENTURE — Entrance into the Obligated Group” in Appendix C.  The obligations of current 
and any future Members of the Obligated Group under the Master Indenture will be limited to 
the same extent as the obligations of debtors typically are limited by the application of 
bankruptcy and insolvency laws, the application of laws governing creditors’ rights and the 
application of equitable principles, and as additionally described below. 

The joint and several obligations described herein of the Members of the Obligated 
Group to make payments of debt service on the Master Notes issued pursuant to and under the 
Master Indenture may not be enforceable to the extent (1) enforceability may be limited by 
applicable bankruptcy, moratorium, reorganization, fraudulent conveyance or similar laws 
affecting the enforcement of creditors’ rights and by general equitable principles or (2) such 
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payments (a) are requested to be made with respect to payments on any Master Note (other than 
the Series 2020 Master Note) that is issued for a purpose that is not consistent with the charitable 
purposes of the Members of the Obligated Group from which such payment is requested or that 
is issued for the benefit of any entity other than a tax‑exempt organization; (b) are requested to 
be made from any money or assets that are donor restricted or which are subject to a direct or 
express trust which does not permit the use of such money or assets for such payment; (c) would 
result in the cessation or discontinuation of any material portion of the health care or related 
services previously provided by the Members of the Obligated Group from which such payment 
is requested; or (d) are requested to be made pursuant to any loan violating applicable usury 
laws.  The extent to which the money or assets of any present or future Member of the Obligated 
Group falls within the categories referred to above cannot be determined and could be 
substantial.  The foregoing notwithstanding, the accounts of the Members of the Obligated 
Group are and will continue to be combined for financial reporting purposes and will be used in 
determining whether various covenants and tests contained in the Master Indenture (including 
tests relating to the issuance of additional Indebtedness) are satisfied. 

A Member of the Obligated Group may not be required to make any payment on any 
Master Note or portion thereof or the recipient of such payment may be compelled to return such 
payment, the proceeds of which Master Note were not lent or otherwise disbursed to such 
Member to the extent that such payment would conflict with or would be prohibited or avoidable 
under applicable laws. 

The application of the law relating to the enforceability of guaranties or obligations of a 
Member of an Obligated Group to make debt service payments on behalf of another Member of 
the Obligated Group is not amenable to an unqualified declaration of whether a transfer would be 
prohibited or subject to avoidance. 

As a general matter, in addition to a transfer of property made with the actual intent to 
hinder, defraud or delay creditors, a transfer of an interest in property by an entity may be 
avoided if the transfer is made for less than the “reasonably equivalent value” or “fair 
consideration” and the transferor (1) is insolvent (i.e., is unable to pay its debts as they become 
due), (2) is rendered insolvent by the transaction, (3) is undercapitalized (i.e., operating or about 
to operate without property constituting reasonably sufficient capital given its business 
operations) or (4) intended or expected to incur debts that it could not pay as they became due. 

The lack of certainty in the treatment of transfers is attributable to several factors.  First, 
there is no true uniform law governing fraudulent transfers.  Such transfers may be avoided 
under the Bankruptcy Code, state law variants of the Uniform Fraudulent Transfer Act and its 
predecessor, the Uniform Fraudulent Conveyance Act or other non-uniform statutes or common 
law principles.  Second and more importantly, the standards for determining the reasonable 
equivalence of value or the fairness of consideration and the measure for determining insolvency 
are subjective standards resolved in the exercise of judicial discretion after engaging in a fact 
intensive analysis.  This subjectivity has resulted in a conflicting body of case law and a lack of 
certainty as to whether a given transfer would be subject to avoidance. 
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In addition, the Bankruptcy Code provides a means to avoid transfers of a debtor’s 
interests in property made on account of an antecedent debt within 90 days of the debtor filing 
for relief or one year if the transferee is an “insider,” if, as a result of that transfer, the transferee 
receives more than it would have received in a liquidation of the debtor under Chapter 7 of the 
Bankruptcy Code.  Whether the creation of a lien or a payment made by a Member of the 
Obligated Group would be determined to be avoidable would be dependent on the particular 
circumstances surrounding the transfer. 

There exists, in addition to the foregoing, common law authority and authority under 
various state statutes pursuant to which courts may terminate the existence of a nonprofit 
corporation or undertake supervision of its affairs on various grounds, including a finding that a 
nonprofit corporation has insufficient assets to carry out its stated charitable purposes or has 
taken some action that renders it unable to carry out its purposes.  Such court action may arise on 
the court’s own motion or pursuant to a petition of the attorney general of a particular state or 
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. 

ENFORCEABILITY OF SECURITY INTEREST IN UNRESTRICTED RECEIVABLES MAY BE LIMITED  

The Master Notes of the Obligated Group issued pursuant to the Master Indenture, 
including the Series 2020 Master Note, are general obligations of the Members of the Obligated 
Group.  The Master Indenture will be secured by the security interest in the Unrestricted 
Receivables of the Members of the Obligated Group so long as the Series 2020 Master Note is 
outstanding as described under the heading “SECURITY AND SOURCE OF PAYMENT FOR THE 
SERIES 2020 BONDS” above.  The Obligated Group’s facilities are not currently pledged as 
security for the Series 2020 Bonds. 

The enforceability, priority and perfection of the security interest in Unrestricted 
Receivables created under the Master Indenture and the ability to receive and realize on the same 
may be limited by a number of factors, including, without limitation:  (1) provisions prohibiting 
the direct payment of amounts due to health care providers from the Medicaid program to 
persons other than such providers; (2) the absence of an express provision permitting assignment 
of receivables due under the contracts between the Members of the Obligated Group and third 
party payors and present or future legal prohibitions against assignment; (3) certain judicial 
decisions that cast doubt upon the right of the Master Trustee, in the event of the bankruptcy of a 
Member of the Obligated Group, to collect and retain accounts receivable from Medicaid and 
other governmental programs; (4) commingling of proceeds of accounts receivable with other 
moneys of the Members of the Obligated Group not so pledged under the Master Indenture; 
(5) statutory liens; (6) rights arising in favor of the United States of America or any agency 
thereof; (7) constructive trusts or equitable or other rights impressed or conferred thereon by a 
federal or state court in the exercise of its equitable jurisdiction; (8) federal and state laws 
governing fraudulent transfers as discussed above; (9) federal bankruptcy laws that may affect 
the enforceability of the Master Indenture or the security interest in the Unrestricted Receivables; 
(10) rights of third parties in Unrestricted Receivables converted to cash and not in the 
possession of the Master Trustee; and (11) claims that might arise if appropriate financing or 
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continuation statements or amendments of financing statements are not filed in accordance with 
the Uniform Commercial Code of the applicable state, as from time to time in effect. 

Accounts receivable of the Members of the Obligated Group which constitute 
Unrestricted Receivables and are pledged as security under the Master Indenture may be sold or 
pledged if such sale or pledge is in accordance with the provisions of the Master Indenture.  If a 
prior security interest in accounts receivable is granted, the Master Trustee’s security interest 
therein would be subordinated to such prior interest and the holders of such prior security interest 
would have a claim to the Obligated Group’s accounts receivable prior to the security interest 
therein which secures all Master Notes.  The lien created under the Master Indenture on accounts 
receivable sold pursuant to the Master Indenture would terminate and be immediately released 
upon any such sale. 

With respect to receivables and revenues not subject to the security interest, or where 
such security interest was unenforceable, the Master Trustee would occupy the position of an 
unsecured creditor.  Counsel to Members of the Obligated Group has not provided an opinion 
with regard to the enforceability of the security interest on Unrestricted Receivables of Members 
of the Obligated Group, where such Unrestricted Receivables are derived from the Medicaid 
program.  

MASTER INDENTURE PERMITS ISSUANCE OF ADDITIONAL DEBT ON PARITY WITH SERIES 2020 
MASTER NOTE 

The value of the security interest in the Unrestricted Receivables could be diluted by the 
issuance of additional Master Notes on a parity with the Series 2020 Master Note with the 
Master Indenture or incurrence of other Indebtedness by the Members of the Obligated Group in 
accordance with the Master Indenture.  See the information in Appendix C under the caption 
“SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Additional Indebtedness.”  
Pursuant to the terms of the Master Indenture, the Members of the Obligated Group may incur 
Additional Indebtedness (including Indebtedness secured by letters of credit and other third party 
guarantees which is entitled to the benefits of security which does not extend to any other 
Indebtedness (including the Series 2020 Master Note) without limit provided the Obligated 
Group complies with certain financial tests provided under the Master Indenture.  Such security 
may include Permitted Liens on the Property of the Obligated Group, including, but not limited 
to, mortgages on the Property of the Members of the Obligated Group (including health care 
facilities) or any depreciation reserve, debt service or interest reserve or similar fund established 
for Additional Indebtedness that does not secure the Series 2020 Master Note.  See “SUMMARY 
OF CERTAIN PROVISIONS OF THE MASTER INDENTURE —Additional Indebtedness” and “— Liens 
on Property” in Appendix C. 

CERTAIN AMENDMENTS TO PRINCIPAL DOCUMENTS MAY ADVERSELY AFFECT SECURITY FOR THE 
SERIES 2020 BONDS  

The rights and remedies afforded to the holders of Master Notes by the Master Indenture, 
including, without limitation, the right to demand acceleration of Master Notes (including the 
Series 2020 Master Note) upon the occurrence of an event of default under the Master Indenture 
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including, without limitation, a payment default under the Series 2020 Master Note, may only be 
initiated by the holders of 25% in aggregate principal amount of the Master Notes subject to the 
right of the holders of a majority in aggregate principal amount of the Outstanding Master Notes 
to direct all remedies under the Master Indenture.  At the time the Series 2020 Bonds are issued, 
the Bond Trustee for the Series 2020 Bonds will be the holder of the Series 2020 Master Note.  
See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Defaults and Remedies” 
in Appendix C. 

The Master Indenture may also be amended with the consent of the holders of not less 
than a majority in aggregate principal amount of the Master Notes outstanding.  Such 
amendments could be material and could result in the modification, waiver or removal of 
significant covenants or restrictions, and such percentage of Master Note holders may be 
comprised wholly or partially of related bond trustees or the holders of additional Master Notes 
issued after the issuance of the Series 2020 Master Note.  Certain amendments to the Master 
Indenture may also be made at the discretion of the Master Trustee but without Bondholder 
consent.  See “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Supplemental 
Master Indentures” in Appendix C. 

Under certain circumstances, the Master Indenture may be replaced by a replacement 
master indenture.  The Bond Indenture does not require that the replacement master indenture 
contain covenants similar to the Master Indenture, require that Master Notes be secured by a 
security interest in Unrestricted Receivables nor require that any of the current Members of the 
Obligated Group be members of the new obligated group.  See “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT — Replacement of 
Series 2020 Master Note with Note Issued Under a Separate Master Indenture” in Appendix D 
hereto. 

Certain amendments to the Bond Indenture and the Loan Agreement may be made in the 
discretion of the Bond Trustee.  Other amendments to the Bond Indenture and the Loan 
Agreement may be made with the prior written consent of the holders of not less than a majority 
of the aggregate principal amount of the Series 2020 Bonds. 

MASTER INDENTURE CAN BE REPLACED UNDER CERTAIN CIRCUMSTANCES 

Under certain circumstances, the Master Indenture may be replaced by a replacement 
master indenture.  The Bond Indenture does not require that the replacement master indenture 
contain covenants similar to the Master Indenture, or require that any of the current Members of 
the Obligated Group be members of the new obligated group.  See “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT — SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE — Replacement of Series 2020 Master Note with Note 
Issued Under a Separate Master Indenture” in Appendix D hereto. 
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FUTURE VARIABLE RATE BONDS MAY BE SUBJECT TO CERTAIN RISKS WHICH COULD REDUCE 
ASSETS AVAILABLE TO PAY DEBT SERVICE ON THE SERIES 2020 BONDS 

The Members of the Obligated Group may have variable rate bond debt issued on its 
behalf in the future and may enter into remarketing agreements and liquidity agreements to 
provide for the remarketing or payment of such variable rate obligations.  The performance or 
financial condition of the remarketing agents and the liquidity banks would affect the 
marketability and remarketing or payment of outstanding variable rate bonds.  Additionally, 
these liquidity agreements will expire prior to the last maturity dates of the applicable variable 
rate bonds.  If the Obligated Group is unable or chooses not to extend or replace the liquidity 
agreements with respect to any of the variable rate bonds issued on its behalf, the Members of 
the Obligated Group would be required to provide liquidity for the payment of any such variable 
rate bonds that are tendered by the holders thereof, and the cash reserves of the Members of the 
Obligated Group would be affected until such variable rate bonds are remarketed. 

In the future, variable rate bonds may be issued on behalf of the Members of the 
Obligated Group that have no external dedicated liquidity.  If such bonds are tendered or deemed 
tendered and not remarketed, the Members of the Obligated Group would be obligated to 
purchase such variable rate bonds from its own funds.  The Obligated Group’s ability to provide 
self-liquidity for such variable rate bonds may be adversely impacted by a variety of factors, 
including a reduction in investment income and a lack of availability of external liquidity from 
revolving or other credit facilities.  The Members of the Obligated Group has no current plans 
for any bonds of this type. 

CERTAIN AGREEMENTS WITH, OR COVENANTS WITH RESPECT TO, SWAP COUNTERPARTIES, CREDIT 
PROVIDERS OR BANK PURCHASERS COULD AFFECT AVAILABLE FUNDS  

The Members of the Obligated Group may also enter into (1) term loans and lines of 
credit with certain banks in addition to the Taxable Bank Loan and the Revolving Line of Credit 
and (2) continuing covenant agreements with the purchasers of certain privately placed bonds 
(such banks and bond purchasers, collectively, the “Banks”) in the future.  In addition, the 
Members of the Obligated Group may in the future enter into reimbursement agreements, 
standby bond purchase agreements or similar documents with banks providing credit and 
liquidity support for certain bonds issued for the benefit of the Members of the Obligated Group.  
The Obligated Group’s obligations to such Banks may be secured by Master Notes issued under 
the Master Indenture.  Such agreements described above with the Banks may also contain certain 
covenants for the sole benefit of the related Banks (the “Bank Covenants”).  Bank Covenants 
can be waived, modified or amended at the sole discretion of the related Banks.  Failure by the 
Members of the Obligated Group to make payments due on the related Master Notes, or failure 
by the Members of the Obligated Group to comply with the applicable Bank Covenants could 
cause an Event of Default under the Master Indenture and result in the acceleration of the Master 
Notes issued under the Master Indenture to secure such debt. 
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LIBOR PHASE OUT COULD AFFECT EXISTING INDEBTEDNESS AND FUTURE COST OF FUNDS 

Certain of the Obligated Group’s outstanding indebtedness bears interest at rates that are 
determined using, or are payable on, a London Interbank Offered Rate (“LIBOR”) index.  Upon 
the issuance of the Series 2020 Bonds and the implementation of the plan of finance, the 
Obligated Group’s LIBOR-based borrowings outstanding will be the Revolving Line of Credit of 
which no amount has been drawn and is expected to remain undrawn on the issuance date of the 
Series 2020 Bonds.  In 2017, the U.K. Financial Conduct Authority (the “UK FCA”), the body 
that regulates and supervises the publication of LIBOR, announced that it will no longer 
persuade or compel banks to submit rates for the calculation of LIBOR after 2021, in part based 
on the existence in the LIBOR market of manipulation of the index by those involved in 
submitting rates for the calculation of LIBOR.  It is not presently possible to predict the impact 
of the phase out of LIBOR or the implementation of any future rule changes or benchmark rates 
adopted by the UK FCA or other regulatory body, if any, in connection with the replacement of 
LIBOR.  If future uncertainty surrounding the calculation of LIBOR results in sudden increases 
in LIBOR rates, the interest payments on the Obligated Group’s LIBOR-based line of credit, 
may be materially adversely affected.  Further, the phase out of LIBOR and the uncertainty as to 
the benchmark rate or mechanism that may succeed LIBOR after 2021 may increase the costs 
and availability of financing or otherwise materially adversely affect the Obligated Group 
depending on the market levels of any such replacement rate or mechanism and the vulnerability 
to manipulation, if any, of any such replacement rate or mechanism.  Upon the issue of the 
Series 2020 Bonds, the Revolving Line of Credit contains fallback language that contemplates 
the expected permanent discontinuation of LIBOR.  The Obligated Group in the future may 
pursue amendments to any LIBOR-based debt and interest rate swap transactions to provide for a 
transaction mechanism or other reference rate in anticipation of LIBOR’s discontinuation, but it 
may not be able to reach agreements with its lenders of any such amendments.  The replacement 
of LIBOR with a comparable or successor rate could cause the amount of interest payable on the 
Obligated Group’s long-term debt to be different or higher than expected. 

ENFORCEMENT OF REMEDIES MAY BE LIMITED OR DELAYED BY BANKRUPTCY OR OTHER LAWS 

The obligations of the Members of the Obligated Group under the Master Indenture and 
the Series 2020 Master Note are general obligations of the Members of the Obligated Group and 
are secured only by the security interest granted to the Master Trustee in the Unrestricted 
Receivables of the Members of the Obligated Group.  Enforcement of the remedies mentioned 
under the headings “SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE — Defaults 
and Remedies” and “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND THE 
LOAN AGREEMENT — SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE — 
Acceleration and Other Remedies” in Appendix C and Appendix D, respectively, to this Official 
Statement 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 the Members of the Obligated Group were to file a petition for relief under Title 11 of 
the United States Bankruptcy Code (the “Bankruptcy Code”), the filing would operate as an 
automatic stay of the commencement or continuation of any judicial or other proceeding against 
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the Members of the Obligated Group and any interest it has in its property.  If the bankruptcy 
court so ordered, the Obligated Group’s property, including accounts receivable and proceeds 
thereof, could be used, at least temporarily, for the benefit of the bankruptcy estate despite the 
claims of its creditors. 

In a case under the current Bankruptcy Code, the Members 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 the Members of the Obligated Group, and could 
result in the modification of rights of any class of creditors, secured or 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 such 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 fewer 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 or classes.  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 not less than would be received in the event of liquidation, is proposed in 
good faith, and that the debtor’s performance is feasible. 

The various legal opinions to be delivered concurrently with the delivery of the 
Series 2020 Bonds will be qualified as to the enforceability of the various legal instruments by 
limitations imposed by general principles of equity and by bankruptcy, reorganization, 
insolvency or other similar laws affecting the rights of creditors’ generally and laws relating to 
fraudulent conveyances. 

FUTURE INTEREST RATE SWAPS TERMINATED DURING A PERIOD OF NEGATIVE VALUE COULD 
NEGATIVELY IMPACT FINANCIAL CONDITION 

The Members of the Obligated Group do no currently have any interest rate swap 
agreements in place but may in the future enter into such agreements to hedge interest rate risk.  
Any interest rate swap or other hedge agreement may, at any time, have a negative value to the 
Members of the Obligated Group.  The Obligated Group’s swap agreements may also be subject 
to early termination upon the occurrence of certain specified events.  If a Member of the 
Obligated Group or the counterparty were to terminate such an agreement when the agreement 
has a negative value to the Member of the Obligated Group, the Member of the Obligated Group 
could 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 
Obligated Group’s financial condition.  
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THE PROJECT IS SUBJECT TO DELAYS OR INCREASED COSTS 

Construction of the Project is subject to the usual risks associated with construction 
projects, including, but not limited to, delays in the issuance of necessary approvals or permits, 
strikes, shortages of materials, tariffs on materials, and adverse weather conditions.  Such events 
could result in delaying completion or increasing the cost of such Project. 

BOND RATINGS MAY BE LOWERED OR WITHDRAWN 

There can be no assurance that the ratings assigned to the Series 2020 Bonds at the time 
of issuance 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 2020 Bonds.  See the information 
under the heading “RATINGS.” 

THERE MAY NOT BE A SECONDARY MARKET FOR THE SERIES 2020 BONDS 

Subject to prevailing market conditions, the Underwriter intends, but is not obligated, to 
make a market in the Series 2020 Bonds.  There is presently no secondary market for the Series 
2020 Bonds and no assurance can be given that a secondary market will develop.  Consequently, 
investors may not be able to resell the Series 2020 Bonds purchased should they need or wish to 
do so. 

MAINTENANCE OF TAX-EXEMPT STATUS IS DEPENDENT UPON COMPLIANCE WITH VARIOUS LAWS 
AND REGULATIONS 

The tax-exempt status of interest on the Series 2020 Bonds depends, among other things, 
upon maintenance by the Members of the Obligated Group who operate facilities financed or 
refinanced with the proceeds of the Series 2020 Bonds of their status as organizations described 
in Section 501(c)(3) of the Internal Revenue Code of 1986, as amended (the “Code”).  The 
maintenance of such status is contingent on compliance with general rules based on the Code, 
Treasury regulations and judicial decisions regarding the organization and operation of 
tax‑exempt hospitals and health systems, 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 of 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.  The interpretation of 
the IRS and its position on these rules as they affect the organization and operation of health care 
organizations (for example, with respect to providing charity care, joint ventures, physician and 
executive compensation, physician recruitment and retention, etc.) are constantly evolving.  The 
IRS can and in fact occasionally does, alter or reverse its positions concerning tax exemption 
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issues, even concerning long held positions upon which tax-exempt health care organizations 
have relied. 

In addition to violations of the Code, the IRS has asserted that tax‑exempt hospitals that 
are in violation of federal health care program (e.g. Medicaid) regulations regarding inducement 
for referrals may also be subject to revocation of their tax-exempt status.  Because a wide variety 
of hospital physician transactions potentially violate these broadly stated prohibitions on 
inducement for referrals, the IRS has broadened the range of activities that may directly affect 
tax exemption, without defining specifically how those rules will be applied.  As a result, 
tax‑exempt hospitals, particularly those that have extensive transactions with physicians, are 
currently subject to an increased degree of scrutiny and, potentially, enforcement activities by the 
IRS.  The policy position of the IRS is not necessarily indicative of a judicial determination of 
the applicable issues. 

Section 4958 of the Code imposes excise taxes on “excess benefit transactions” between 
“disqualified persons” and tax‑exempt organizations such as the Members of the Obligated 
Group.  According to the legislative history and regulations associated with Section 4958, these 
excise taxes may be imposed by the IRS either in lieu of or in addition to revocation of 
exemption.  These intermediate sanctions may be imposed in situations in which a “disqualified 
person” (such as an “insider”) engages in “excess benefit transactions” such as (1) a transaction 
with a tax‑exempt organization on other than a fair market value basis, (2) receipt of 
unreasonable compensation from a tax‑exempt organization or (3) receipt of payment in an 
arrangement that otherwise violates the prohibition against private inurement.  A disqualified 
person who benefits from an excess benefit transaction will be subject to an excise tax equal to 
25% of the amount of the excess benefit.  Organization managers who participate in the excess 
benefit transaction knowing it to be improper are subject to an excise tax equal to 10% of the 
amount of the excess benefit, subject to a maximum penalty of $20,000 per transaction.  A 
second penalty, in the amount of 200% of the excess benefit, may be imposed on the disqualified 
person (but not upon the organization manager) if the excess benefit is not corrected within a 
specified period of time.  Fair market value and reasonable compensation for tax purposes 
typically reflect a range rather than a specific dollar amount, and the IRS does not rule in 
advance on whether a transaction results in more than fair market value payment or more than 
reasonable compensation to a disqualified person.  Although it is not possible to predict what 
enforcement action, if any, the IRS might take related to potential excess benefit transactions, 
consistent with the legislative history of Section 4958, regulations issued by the IRS indicate that 
not all excess benefit transactions jeopardize exempt status.  Rather, the IRS will consider all 
relevant facts and circumstances including:  the size and scope of the organization’s activities 
that further exempt purposes; the size, scope and frequency of any excess benefit transactions; 
whether the organization has implemented appropriate safeguards reasonably designed to prevent 
future excess benefit; and whether the organization has corrected, or made good faith efforts to 
correct, any excess benefit such as by obtaining repayment of the amount of any excess benefit. 

The legislative history of Section 4958 is potentially favorable to taxpayers because it 
provides the IRS with a punitive option short of revoking tax-exempt status to deal with 
incidents of private inurement.  However, the standards for tax exemption have not been 
changed, including the requirement that no part of the net earnings of an exempt entity inure to 
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the benefit of any private individual.  Consequently, although the IRS has only infrequently 
revoked the tax exemption of nonprofit health care corporations in the past, the risk of revocation 
remains and there can be no assurance that the IRS will not direct enforcement activities against 
any of the Members of the Obligated Group. 

In certain cases, the IRS has imposed substantial monetary penalties and future charity 
care or public benefit obligations on tax‑exempt hospitals in lieu of revoking their tax-exempt 
status, as well as requiring that certain transactions be altered, terminated or avoided in the future 
and/or requiring governance or management changes.  These penalties and obligations are 
typically imposed on the tax‑exempt hospital pursuant to a “closing agreement” with respect to 
the hospital’s alleged violation of Section 501(c)(3) exemption requirements.  Given the 
uncertainty regarding how tax exemption requirements may be applied by the IRS, Members of 
the Obligated Group are, and will be, at risk for incurring monetary and other liabilities imposed 
by the IRS through this “closing agreement” or similar process.  Like certain of the other 
business and legal risks described herein which apply to large multi hospital systems, these 
liabilities are probable from time to time for some systems in the nonprofit health care industry 
and could be substantial, in some cases involving millions of dollars, and in extreme cases could 
be materially adverse. 

The ACA also contains requirements for tax-exempt hospitals through Section 501(r) of 
the Code.  Under the ACA, each tax-exempt hospital facility is required to (i) conduct a 
community health needs assessment at least every three years and adopt an implementation 
strategy to meet the identified community needs, (ii) adopt, implement and widely publicize a 
written financial assistance policy that includes the Section 501(r) minimum statutory and 
regulatory requirements and a policy to provide emergency medical treatment without 
discrimination, (iii) limit charges to individuals who qualify for financial assistance under such 
tax-exempt hospital’s financial assistance policy to no more than the amounts generally billed to 
individuals who have insurance covering such care and refrain from using “gross charges” when 
billing such individuals, and (iv) refrain from taking extraordinary collection actions without first 
making reasonable efforts to determine whether the individual is eligible for assistance under 
such tax-exempt hospital’s financial assistance policy. 

On December 29, 2014, the Secretary of the U.S. Treasury issued final regulations under 
Section 501(r) of the Code that provide detailed and comprehensive guidance relating to 
requirements for community health needs assessments, financial assistance policies, emergency 
medical care policies, limitations on charges and billing and collection practices, and also 
provide guidance on consequences of failure to satisfy Section 501(r) requirements.  These final 
regulations are complex and may be administratively burdensome to implement.   

In addition, the U.S. Treasury is required to review information about each tax-exempt 
hospital’s community benefit activities at least once every three years, as well as to submit an 
annual report to Congress with information generally regarding the levels of charity care, bad 
debt expenses, unreimbursed costs of government programs, and costs incurred by private 
tax-exempt hospitals for community benefit activities.  The periodic reviews and reports to 
Congress regarding the community benefits provided by 501(c)(3) hospitals may increase the 
likelihood that Congress will require such hospitals to provide a minimum level of charity care in 
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order to retain tax-exempt status and may increase IRS scrutiny of particular 501(c)(3) hospital 
organizations.  

In general, certain failures to comply with Section 501(r) requirements may be corrected 
if such failures are not willful or egregious and certain correction and disclosure procedures are 
followed.  In other circumstances, an organization’s failure to meet one or more Section 501(r) 
requirements could endanger the organization’s Section 501(c)(3) status as of the first day of the 
tax year in which a failure occurs.  In addition, an organization may be subject to certain excise 
taxes if a hospital facility fails to maintain the requirements concerning community health needs 
assessments. 

The IRS conducts audits of exempt organizations and considers a wide range of possible 
issues, including the community benefit standard, private inurement and private benefit, 
partnerships and joint ventures, retirement plans and employee benefits, employment taxes, tax 
exempt bond financing, political contributions and unrelated business income.  In addition, the 
IRS conducts compliance checks and correspondence audits that focus initially on limited issues, 
such as executive compensation, unrelated business income or community benefit.  Such limited 
scope reviews can be expanded in certain circumstances to include a variety of other issues as in 
a Team Examination Program (“TEP”) audit.  The IRS has periodically conducted audit and 
other enforcement activity regarding tax exempt health care organizations.  Certain audits are 
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 audited organization. 

A Member of the Obligated Group could be audited by the IRS.  Management believes 
that the Members of the Obligated Group are in material compliance with applicable tax laws 
and regulations.  Nevertheless, because of the complexity of the tax laws and the presence of 
issues about which reasonable persons can differ, a TEP or other audit could result in additional 
taxes, interest and penalties.  A TEP or other audit also could potentially affect the tax-exempt 
status of any of the Members of the Obligated Group. 

If the IRS were to find that a Member of the Obligated Group has participated in 
activities in violation of certain regulations or rulings, the tax-exempt status of such entity could 
be in jeopardy.  Although the IRS has not frequently revoked the 501(c)(3) tax-exempt status of 
nonprofit health care organizations, it could do so in the future.  Loss of tax-exempt status by any 
of the Members of the Obligated Group could result in loss of the exclusion from gross income 
of the interest on the Series 2020 Bonds that, in turn, could result in a default under the Bond 
Indenture, potentially triggering an acceleration of the Series 2020 Bonds.  Any such event 
would have material adverse consequences on the future business and financial condition of the 
affected Members of the Obligated Group and, potentially, the Obligated Group as a whole.  
Additionally, the loss of federal tax-exempt status by a Member of the Obligated Group could 
adversely affect its access to future tax-exempt financing. 

As described herein under the caption “TAX EXEMPTION,” failure to comply with certain 
legal requirements may cause the interest on the Series 2020 Bonds to become included in gross 
income of the recipients thereof for federal income tax purposes.  In such event, the Series 2020 
Bonds may be accelerated at the discretion of the Bond Trustee or at the written request of 
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holders of not less than 25% of the aggregate principal amount of all the Series 2020 Bonds then 
outstanding under the Bond Indenture.  The Bond Indenture does not provide for the payment of 
any additional interest or penalty in the event the interest on the Series 2020 Bonds is determined 
to be includible in gross income for federal income tax purposes.   

MISCELLANEOUS RISK FACTORS 

The following factors, among others, may also adversely affect the operation of health 
care facilities, including the Obligated Group’s facilities, to an extent that cannot be determined 
at this time: 

• Cost increases without corresponding increases in revenue. 

• Any termination or alteration of existing agreements with individual physicians or 
physician groups that render services to the Corporation’s patients. 

• An inflationary economy. 

• Any inability to obtain future governmental approvals to undertake projects 
necessary to remain competitive both as to rates and charges as well as quality and 
scope of care. 

• Future laws or regulations requiring particular staffing levels at medical facilities. 

• State or federal imposition of higher minimum or living wages. 

• The outcome of presidential or other political elections. 

• Health insurance program non-cover decisions relating to FDA-approved “orphan” 
drugs. 

• The adoption of legislation or implementation of regulations establishing a national 
or statewide single-payor health program or that would establish national, statewide 
or otherwise regulated rates applicable to health care providers. 

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 2020 Bonds or questioning or 
affecting the validity of the Series 2020 Bonds or the proceedings or authority under which the 
Series 2020 Bonds 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 
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knowledge, threatened which in any manner questions the right of the Authority to enter into the 
Bond Indenture, the Tax Exemption Agreement or the Loan Agreement, or to secure the 
Series 2020 Bonds in the manner provided in the Bond Indenture and the Act. 

OBLIGATED GROUP 

The Corporation has advised that, there is no litigation pending or, to its knowledge, 
threatened which in any manner questions the right of the Corporation to enter into the Loan 
Agreement or to issue the Series 2020 Master Note.  The Corporation has further advised that no 
litigation or proceedings are pending or, to its knowledge, threatened against it or any other 
Member of the Obligated Group except (i) litigation in which the probable ultimate recoveries 
and the estimated costs and expenses of defense will be entirely within the applicable insurance 
policy limits (subject to applicable deductibles) or (ii) litigation in which the probable ultimate 
recoveries and the estimated costs and expenses of defense, in the event of an adverse 
determination, would not have a material adverse effect on the operations or condition, financial 
or otherwise, of the Obligated Group. 

LEGAL MATTERS 

All legal matters incident to the authorization and validity of the Series 2020 Bonds are 
subject to the approval of Quarles & Brady LLP, Bond Counsel to the Authority, whose 
approving opinion will be delivered with the Series 2020 Bonds.  Certain legal matters will be 
passed upon for the Authority by its general counsel, Quarles & Brady LLP, for the Members of 
the Obligated Group by their counsel, Foley & Lardner LLP, and for the Underwriter by its 
counsel, Chapman and Cutler LLP. 

RELATIONSHIP OF CERTAIN PARTIES 

In connection with the issuance of the Series 2020 Bonds, the Authority, the Members of 
the Obligated Group and the Underwriter are being represented by the attorneys or law firms 
identified above under the heading “LEGAL MATTERS”.  In other transactions not related to the 
Series 2020 Bonds, each of these attorneys or law firms may have acted as bond counsel or 
represented the Authority, the Members of the Obligated Group, the Underwriter or their 
affiliates, or other creditors of the Obligated Group, in each case in capacities different from 
those described under “LEGAL MATTERS,” and there will be no limitations imposed as a result of 
the issuance of the Series 2020 Bonds on the ability of any of these attorneys or law firms to act 
as bond counsel or represent any of these parties in any future transactions. 

Prospective purchasers of the Series 2020 Bonds should not assume that the Authority, 
the Members of the Obligated Group, the Underwriter or their affiliates, other creditors of the 
Obligated Group or their respective counsel or bond counsel has not previously engaged in, is 
not currently engaged in or will not, after the issuance of the Series 2020 Bonds, engage in other 
transactions with each other or with any affiliates of any of them, and no assurances can be given 
that there are or will be no past or future relationship or transactions between or among any of 
these parties or these attorneys or law firms.  
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The Underwriter and its affiliates comprise full service financial institutions engaged in 
various activities, which may include securities trading, commercial and investment banking, 
financial advisory, investment management, principal investment, hedging, financing and 
brokerage activities. Such activities may involve or relate to assets, securities and/or instruments 
of the Obligated Group (whether directly, as collateral securing other obligations or otherwise) 
and/or persons and entities with relationships with (or that are otherwise involved with 
transactions by) the Authority and/or the Obligated Group.  The Underwriter and its affiliates 
may have, from time to time, engaged, and may in the future engage, in transactions with, and 
performed and may in the future perform, various investment banking services for the Authority 
and/or the Obligated Group for which they received or will receive customary fees and expenses. 
Under certain circumstances, the Underwriter and its affiliates may have certain creditor and/or 
other rights against the Authority and/or the Obligated Group and any affiliates thereof in 
connection with such transactions and/or services. In addition, the Underwriter and its affiliates 
may currently have and may in the future have investment and commercial banking, trust and 
other relationships with parties that may relate to assets of, or be involved in the issuance of 
securities and/or instruments by, the Authority and/or the Obligated Group (including individual 
Members of the Obligated Group) and any affiliates thereof.  The Underwriter and its affiliates 
also may communicate independent investment recommendations, market advice or trading ideas 
and/or publish or express independent research views in respect of such assets, securities or 
instruments and at any time may hold, or recommend to clients that they should acquire, long 
and/or short positions in such assets, securities and instruments. 

TAX EXEMPTION 

IN GENERAL 

The opinion of Bond Counsel is based on laws and official interpretations of them that 
are in existence on the date the Series 2020 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 2020 Bonds are outstanding in a manner that would adversely 
affect the value of any investment in the Series 2020 Bonds or the tax treatment of the interest 
paid on the Series 2020 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 2020 Bonds under existing 
law in substantially the form attached as Appendix E hereto. 

BOND PREMIUM 

To the extent that the initial offering prices of certain of the Series 2020 Bonds are more 
than the principal amount payable at maturity, such Bonds (“Premium Bonds”) will be 
considered to have bond premium. 
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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. 

ORIGINAL ISSUE DISCOUNT 

To the extent that the initial public offering price of certain of the Series 2020 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 
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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. 

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 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. 

OTHER FEDERAL INCOME TAX CONSIDERATIONS 

Prospective purchasers of the Series 2020 Bonds should be aware that ownership of the 
Series 2020 Bonds may result in collateral federal income tax consequences to certain taxpayers.  
Bond Counsel will not express any opinion as to such collateral tax consequences.  Prospective 
purchasers of the Series 2020 Bonds should consult their tax advisors as to collateral federal 
income tax consequences of owning the Series 2020 Bonds.  Investors should consult their tax 
advisors to determine how the provisions described under this heading and under the 
subheadings “Bond Premium” and “Original Issue Discount,” 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 2020 Bonds.  It 
cannot be predicted whether, or in what form, any proposal that could alter one or more of the 
federal tax matters referred to above or adversely affect the market value of the Series 2020 
Bonds may be enacted.  Prospective purchasers of the Series 2020 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. 
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WISCONSIN INCOME TAX 

The interest on the Series 2020 Bonds is not exempt from present Wisconsin income 
taxes. 

FINANCIAL STATEMENTS 

The consolidated financial statements of the Parent and its affiliates, as of December 31, 
2019 and 2018 and for the years then ended, included in Appendix B to this Official Statement 
have each been audited by Deloitte & Touche LLP, independent auditors, as stated in their report 
thereon.  The financial statements include the assets and liabilities and results of operations of 
certain affiliates which are not Members of the Obligated Group.  As of December 31, 2019, the 
Non-Obligated Entities represented approximately 37% of the total revenues, 12% of total assets, 
and 7% of total net assets of the System. 

FINANCIAL ADVISOR 

In connection with the authorization, sale and issuance of the Series 2020 Bonds, the 
Corporation has retained Echo Financial Products, LLC, King of Prussia, Pennsylvania, as its 
Financial Advisor (the “Financial Advisor”).  The Financial Advisor assisted in matters relating 
to the planning, structuring and issuance of the Series 2020 Bonds.  However, the Financial 
Advisor  is not obligated to undertake, and has not undertaken, either to make an independent 
verification or to assume responsibility for the accuracy, completeness or fairness of the 
information contained in this Official Statement and the Appendices hereto and is not obligated 
to review or ensure compliance with the Master Continuing Disclosure Undertaking by the 
Corporation to provide continuing secondary market disclosure.  The Financial Advisor is an 
independent financial advisory firm and is not engaged in the business of underwriting, trading, 
or distribution of municipal or other public securities. 

UNDERWRITING 

The Series 2020 Bonds are being purchased by J.P. Morgan Securities LLC, as 
underwriter (the “Underwriter”), pursuant to a bond purchase agreement entered into by and 
among the Authority, the Underwriter and the Corporation, as Obligated Group Representative, 
on behalf of itself and the Obligated Group.  The Series 2020 Bonds are being purchased at a 
price equal to $125,688,880.15 (representing the aggregate principal amount of the Series 2020 
Bonds, plus a net original issue premium of $4,830,202.65 and less an underwriter’s discount of 
$546,322.50).  The bond purchase agreement provides that the Underwriter will purchase all of 
the Series 2020 Bonds, if any are purchased, and also contains the agreement of the Corporation, 
as Obligated Group Representative, on behalf of itself and the Obligated Group, to indemnity the 
Underwriter and the Authority against certain liabilities to the extent permitted by law.  The 
obligation of the Underwriter to accept delivery of the Series 2020 Bonds is subject to various 
conditions contained in the bond purchase agreement. 
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The Underwriter intends to offer the Series 2020 Bonds to the public at the offering 
prices set forth on the inside front cover page of this Official Statement, which may subsequently 
change without any requirement of prior notice. 

The Underwriter and its affiliates together comprise a full service financial institution 
engaged in various activities, which may include securities trading, commercial and investment 
banking, financial advisory, investment management, principal investment, hedging, financing 
and brokerage activities.  Such activities may involve or relate to assets, securities and/or 
instruments of the Authority and/or the Corporation or any other Members of the Obligated 
Group (whether directly, as collateral security other obligations or otherwise) and/or persons and 
entities with relationships with (or that are otherwise involved with transactions by) the 
Authority and/or the Corporation or any other Members of the Obligated Group. The 
Underwriter and its affiliates may have, from time to time, engaged, and may in the future 
engage, in transactions with, and performed and may in the future perform, various investment 
banking services for the Authority and/or the Corporation or any other Members of the Obligated 
Group for which they received or will receive customary fees and expenses.  Under certain 
circumstances, the Underwriter and its affiliates may have certain creditor and/or other rights 
against the Authority and/or the Corporation or any other Members of the Obligated Group and 
any affiliates thereof in connection with such transactions and/or services.  In addition, the 
Underwriter and its affiliates may currently have and may in the future have investment and 
commercial banking, trust and other relationships with parties that may relate to assets of, or be 
involved in the issuance of securities and/or instruments by, the Authority and/or the Corporation 
or any other Members of the Obligated Group and any affiliates thereof.  The Underwriter and its 
affiliates also may communicate independent investment recommendations, market advice or 
trading ideas and/or publish or express independent research views in respect of such assets, 
securities or instruments and at any time may hold, or recommend to clients that they should 
acquire, long and/or short positions in such assets, securities and instruments.  

The Underwriter 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 will purchase Series 2020 Bonds 
from the Underwriter at the original issue price less a negotiated portion of the selling concession 
applicable to any Series 2020 Bonds that such firm sells. 

RATINGS 

Moody’s Investors Service, Inc. (“Moody’s”) and S&P Global Ratings (“S&P”), have 
assigned a rating of “Aa3” and “AA,” respectively, for the Series 2020 Bonds.  Such ratings and 
an explanation of their significance may be obtained from the respective rating agency furnishing 
such rating.  Such ratings reflect only the respective views of such rating agencies. 

The Members of the Obligated Group have furnished such rating agencies with certain 
information and materials relating to the Series 2020 Bonds and the Obligated Group 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 
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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.  The Authority and the 
Underwriter have undertaken no responsibility to bring to the attention of the holders of the 
Series 2020 Bonds any proposed revision or withdrawal of a rating of the Series 2020 Bonds or 
to oppose any such proposed revision or withdrawal.  The Obligated Group has undertaken no 
responsibility to bring to the attention of the holders of the Series 2020 Bonds any proposed 
revision or withdrawal of a rating of the Series 2020 Bonds, except as provided in the Master 
Continuing Disclosure Undertaking.  Any such change in or withdrawal of a rating could have an 
adverse effect on the market price for or the marketability of the Series 2020 Bonds. 

CONTINUING DISCLOSURE 

The Corporation, on its own behalf and as Obligated Group Representative on behalf of 
the Members of the Obligated Group, executed a Master Continuing Disclosure Undertaking 
dated as of December 1, 2017 (the “Master Continuing Disclosure Undertaking”) in accordance 
with the requirements of Section (b)(5) of Rule 15c2-12, as amended from time to time (the 
“Rule”), adopted by the Securities and Exchange Commission under the Securities Exchange 
Act of 1934, as amended.  Pursuant a separate agreement, the Corporation appointed Digital 
Assurance Certification L.L.C. (“DAC”), as dissemination agent, and DAC agreed to file certain 
information annually and quarterly and to file notice of certain events (collectively, the 
“Continuing Disclosure Information”) on the Electronic Municipal Market Access system 
(“EMMA”) of the Municipal Securities Rulemaking Board (the “MSRB”) in accordance with the 
Master Continuing Disclose Agreement and the requirements of Section (b)(5) of the Rule.  The 
Obligated Group Representative will amend the Master Continuing Disclosure Undertaking by 
executing an Adoption and Amendment Agreement in order to make the Series 2020 Bonds 
subject to the Master Continuing Disclosure Undertaking and to add two new reportable events 
that became effective under the Rule on February 27, 2019.  The terms of the Master Continuing 
Disclosure Undertaking, including termination, amendment and remedies and the Continuing 
Disclosure Information are set forth in the form of the Continuing Disclosure Certificate in 
Appendix F-1 to this Official Statement.  The amendments to the Master Continuing Disclosure 
Undertaking are set forth in the form of the Adoption and Amendment Agreement in 
Appendix F-2 to this Official Statement. 

Failure by the Obligated Group to comply with the Master Continuing Disclosure 
Undertaking will not constitute an event of default under the Master Indenture, the Bond 
Indenture or the Loan Agreement and bondholders are limited to the remedies described in the 
Master Continuing Disclosure Undertaking.  See the information in Appendices F-1 and F-2 
hereto.  Failure by the Obligated Group to comply with the Master Continuing Disclosure 
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 2020 Bonds in the secondary market.  Consequently, any such failure may adversely 
affect the transferability and liquidity of the Series 2020 Bonds and their market price. 
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The Corporation has previously entered into Master Continuing Disclosure Agreements 
in connection with the issuance of the Prior Bonds (the “Existing Continuing Disclosure 
Agreements”). 

The Corporation has complied in all material respects with the Existing Continuing 
Disclosure Agreements during the last five-year period. 

MISCELLANEOUS 

The summaries or descriptions of provisions of the Act, the Series 2020 Bonds, the Series 
2020 Master Note, the Loan Agreement, the Bond Indenture, the Master Indenture, the Master 
Continuing Disclosure Undertaking and the Tax Exemption Agreement, and all references to 
other materials not purported to be quoted in full, are only brief outlines of some of the 
provisions thereof and do not purport to summarize or describe all of the provisions thereof.  
Reference is made to the Act, the Series 2020 Bonds, the Series 2020 Master Note, the Loan 
Agreement, the Bond Indenture, the Master Indenture, the Master Continuing Disclosure 
Undertaking and the Tax Exemption Agreement for a full and complete statement of the 
provisions thereof.  Such documents are on file at the offices of the Underwriter and following 
delivery of the Series 2020 Bonds will be on file at the offices of the Bond Trustee. 

So far as any statements made in this Official Statement involve matters of opinion or 
estimates, whether or not expressly stated, they are set forth as such and not as representations of 
fact, and no representation is made that any of such statements will be realized.  Neither this 
Official Statement nor any statement which may have been made orally or in writing is to be 
construed as a contract with the owners of the Series 2020 Bonds. 

It is anticipated that CUSIP identification numbers will be printed on the Series 2020 
Bonds, but neither the failure to print such numbers nor any error in the printing of such numbers 
shall constitute grounds for a failure or refusal, by any purchaser thereof to accept delivery of 
and pay for any Series 2020 Bonds. 

The attached Appendices A, B, C, D, E, F-1 and F-2 are integral parts of this Official 
Statement and must be read together with all of the foregoing statements. 

The Corporation has reviewed the information contained herein which relates to it and 
the other Members of the Obligated Group and their respective property and has approved all 
such information for use within this Official Statement. 
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This Official Statement has been duly authorized, executed and delivered by the 
Authority and by the Corporation, as Obligated Group Representative on behalf of itself and the 
Obligated Group.  The Authority has not, however, prepared nor made any independent 
investigation of the information contained in this 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: 

CHILDREN’S HOSPITAL OF WISCONSIN, INC.,  
as Obligated Group Representative on behalf of  
itself and the Obligated Group 

By /s/ Marc A. Cadieux 
Treasurer and Chief Financial Officer 
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This Appendix A does not contain all of the information potential investors should consider before 
making an investment decision.  Potential investors should carefully read the entire Official Statement, 
including the information presented under the section entitled “Bondholders’ Risks” and the financial 
statements and related notes, before making an investment decision.  This Appendix A contains forward-
looking statements that involve risks and uncertainties.  The actual operational results and financial 
condition of Children’s Wisconsin and the Obligated Group (each, as defined below) may differ 
significantly from the results discussed in the forward-looking statements as a result of certain factors, 
including, but not limited to, those set forth in “Bondholders’ Risks” in the front part of this Official 
Statement.  Children’s Wisconsin undertakes no obligation to publicly update or review any forward-
looking statement as a result of new information or future events. 

INTRODUCTION 

This Appendix A to the Official Statement contains information concerning Children’s Hospital and 
Health System, Inc., a Wisconsin non-stock, not-for-profit corporation (the “Parent”), and its affiliates, 
including the entities that make up the Obligated Group described in more detail below.  The Parent is the 
parent corporation of a group of corporate entities (“Children’s Wisconsin” or the “System”), including 
Children’s Hospital of Wisconsin, Inc. (“Children’s Hospital”) and Children’s Hospital of Wisconsin 
Foundation, Inc. (the “Foundation”), each a Wisconsin non-stock, not-for-profit-corporation.  Children’s 
Hospital and the Foundation are the sole members of the Obligated Group that will issue Obligation(s) 
under the Master Trust Indenture to secure the payment of the obligations of Children’s Hospital for the 
Series 2020 Bonds (defined below).   

Children’s Hospital operates a 298 licensed-bed acute care hospital in Wauwatosa, Wisconsin (a 
Milwaukee suburb located five miles west of downtown Milwaukee), which is the only freestanding and 
self-governing children’s hospital located in the State of Wisconsin (“Children's Hospital – 
Milwaukee”).  Children’s Hospital also operates an inpatient hospital with 42 licensed beds in Neenah, 
Wisconsin (“Children’s Hospital – Fox Valley”).  In addition to its acute care services, Children’s 
Wisconsin provides a full range of outpatient pediatric programs and related ancillary services throughout 
eastern Wisconsin.   

For a description of the impact of the COVID-19 pandemic on the System, see “FINANCIAL 
INFORMATION-Effect of COVID on Operations” in this Appendix A. 

References to “the Parent” are references only to the parent corporation and should not be read to include 
any of the Parent’s affiliates and subsidiaries.   

 CHILDREN’S WISCONSIN SYSTEM 

Children’s Hospital was founded in Milwaukee in 1894. It started as a 10-bed children’s hospital, initially 
addressing the healthcare needs of immigrant children. A capital campaign raised the necessary funds to 
construct a 102-bed hospital in 1923 in downtown Milwaukee. Children’s Hospital moved to its current 
location in 1988. Since then, Children’s Hospital experienced significant expansion including primary 
care, addition of a health plan and community services. In 2009, the Children’s Hospital – Milwaukee 
campus was expanded to include a new patient care tower, increasing the Children’s Hospital – 
Milwaukee capacity to 298 beds.  

Children’s Wisconsin now includes two hospitals, a primary care network, an ambulatory surgery center, 
laboratory and clinical research, and other programs aimed to advance the health of children. Children’s 
Hospital is the pediatric hospital affiliate of the Medical College of Wisconsin, Inc. (“MCW”) and is 
staffed by Children’s Hospital’s-employed medical practitioners, therapists, social workers, nurses and 
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MCW pediatric specialists. In fiscal year 2019, Children’s Wisconsin had more than 1.4 million 
touchpoints with children and families, including: 21,600 admissions (inpatient, observation and short 
stay), 20,000 surgeries, 71,000 emergency room visits, 335,000 specialty care visits, 311,000 primary 
care visits.  In addition, Children’s Wisconsin had over 2.3 million connections in the communities it 
serves (including injury prevention and wellness education) and 135,000 children and adults enrolled in 
the health plan. 

Children’s Wisconsin was named one of America’s Best Children’s Hospitals by US News & World 
Report in its 2020–2021 report with six pediatric specialties nationally ranked, including three in the top 
20 nationally. It 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. Children’s Hospital - Milwaukee is a Level I pediatric trauma center. It offers a Pediatric 
Intensive Care Unit, Neonatal Intensive Care Unit, and Hematology/Oncology/Transplant Unit and is 
known for its nationally recognized Herma Heart Institute.  Children’s Wisconsin contains more than 70 
specialty clinics. In addition to acute care services, Children’s Wisconsin is committed to bringing 
primary care services to children in southeast Wisconsin through its affiliate, Children’s Medical Group, 
Inc. (“CMG”). CMG has approximately 100 pediatricians providing primary care services at more than 
20 locations throughout the area.  

Children’s Wisconsin’s operations include Children’s Community Health Plan, Inc. (“CCHP”). CCHP 
was established in February 2006 to provide Medicaid HMO services to individuals who are covered by 
BadgerCare, a State of Wisconsin health care coverage program. Over the last 15 years, CCHP has grown 
to include over 135,000 covered lives in 28 counties of eastern Wisconsin. In 2017, programs were 
expanded to include an offering on the health exchanges (marketplace) in six southeast Wisconsin 
counties. These products now cover almost 14,000 individuals in 14 counties. CCHP utilizes third-party 
administrators to process claims and has focused on internally developed case, disease and utilization 
management programs, with an emphasis on addressing the social issues that are impacting the health of 
its members.  

Children’s Hospital-Milwaukee is located on the Milwaukee Regional Medical Center (“MRMC”) 
campus in Wauwatosa, Wisconsin. The MRMC is a 255-acre parcel of land, which includes a consortium 
of four health care institutions whose faculty, staff and patient caregivers provide a full range of health 
care services. In addition to Children’s Hospital, MRMC member organizations include Versiti 
Wisconsin, Inc. (previously known as The BloodCenter of Wisconsin) (“Versiti”), Froedtert Health, and 
MCW.  

[Remainder of Page Intentionally Left Blank] 
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Vision, Mission and Values 

Children’s Wisconsin provides kids and their families a wide range of care and support, including 
everything from routine care to life-saving treatment options. Children’s Wisconsin’s vision is to make 
the children of Wisconsin the healthiest in the nation. This is supported by the Children’s Wisconsin 
mission, values and guiding behaviors, as described below: 

 
Mission – CARE 

 
Values and Guiding Behaviors 

Caregiving 
Offering some of the nation's best medical care. 

Advocacy 
Speaking up and protecting children. 

Research 
Finding cures to the illnesses that affect children. 

Education 
Sharing what we learn and teaching others to care for 
kids. 

Purpose – Acting in service of children and families.  

Collaboration – Working to care for children and 
families.  

Integrity – Building confidence and trust in all 
interactions.  

Health – Being at our best.  

Innovation – Committing to breakthrough solutions with 
continuous learning.  

Achievements, Awards and Recognitions 

Children’s Wisconsin has been recognized for its excellence as a patient care provider, employer and 
community partner. Honors include:  

• Ranked among the Nation's Best by U.S. News & World 2020–2021 Report  
• Named a Level I Children's Surgery Center 
• For the past 16 years, Children’s Hospital was consistently designated a Magnet Hospital by the 

American Nurses Credentialing Center   
• Recognized as a Top Workplace by the Milwaukee Journal Sentinel every year since 2010 
• More than 150 physicians were listed among the 2017-2018 Best Doctors in America®  

CORPORATE STRUCTURE 

The following are summary descriptions of the legal entities that comprise Children’s Wisconsin. Unless 
otherwise noted, each is a Wisconsin not-for-profit corporation and an organization described in Section 
501(c)(3) of the Internal Revenue Code of 1986, as amended (the “IRC”).  The current corporate 
structure of Children’s Wisconsin is illustrated below: 

 

[Remainder of Page Intentionally Left Blank]
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The entities shaded in orange are the only Members of the Obligated Group 
_____________________________________________________________ 

* Includes Children’s Hospital - Milwaukee, Children’s Hospital - Fox Valley, and outpatient clinics. Children’s Hospital of Wisconsin, Inc. owns 
interests in two limited liability companies with limited operations. 
** Children’s Physician Group, P.C. is an Illinois Professional Corporation. The stock is held by the Chief Medical Officer/VP of Children’s 
Hospital (Dr. Gutzeit) in trust for the benefit of the Parent. 
*** Jointly owned with The Medical College of Wisconsin, Inc. See further discussion in A-8.  

CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC. 
ORGANIZATIONAL CHART 
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Children’s Hospital and Health System, Inc.   

The Parent is the sole corporate member of Children’s Hospital, the Foundation and certain of the Non-
Obligated Affiliates. The Parent provides administrative and infrastructure support services to all System 
entities. Such services include support in the areas of administration, financial services, revenue cycle, 
corporate compliance, human resources, corporate counsel, information systems, public affairs, planning 
and marketing, and managed care. In addition to its support services, the Parent operates six offsite urgent 
care facilities, provides research and health education services and administers a foster care medical 
home. The Parent is not a member of the Obligated Group, and Children’s Hospital and the 
Foundation do not currently anticipate adding the Parent as a member of the Obligated Group. 

The Obligated Group 

Children’s Hospital and the Foundation (collectively, the “Obligated Group”) have agreed to be jointly 
and severally obligated for Obligations issued under a Master Trust Indenture dated as of December 1, 
2017 (the “Master Indenture”) between the Obligated Group and Wells Fargo Bank, National 
Association, as master trustee, including the Obligations securing the bonds offered pursuant to this 
Official Statement (the “Series 2020 Bonds”). None of the other entities in the Children’s Wisconsin 
system are obligated to make payments of principal or interest on the Series 2020 Bonds or any 
Obligations issued under the Master Indenture. Children’s Hospital and the Foundation do not currently 
have any plans to change the composition of the Obligated Group. 

Certain financial information and operating data included in this Appendix A are that of the System. Such 
data includes financial and operating data that is attributable to members of the System that are not 
members of the Obligated Group and are not legally obligated to make any payments with respect to 
Obligations, including payments on the Series 2020 Bonds (the “Non-Obligated Affiliates”). As of and 
for fiscal year ended December 31, 2019, the Non-Obligated Entities represented approximately 37% of 
the total revenues, 12% of the total assets, 7% of the total net assets of the System, 42% of expenses, and 
(25)% net operating income. 

Children’s Hospital of Wisconsin, Inc. 

Children’s Hospital consists of Children’s Hospital - Milwaukee, a 298-bed, independent pediatric 
hospital, and Children’s Hospital - Fox Valley, a 42-bed, independent pediatric hospital located in leased 
space on the campus of ThedaCare Medical Center in Neenah, Wisconsin. Organizationally, these 
independently licensed, not-for-profit hospitals are operated under the Children’s Hospital corporate 
entity and federal tax identification number. Children’s Hospital is a member of the Obligated Group. 

Children’s Hospital of Wisconsin Foundation, Inc. 

The Foundation is a not-for-profit organization and solicits funds for the maintenance and benefit of 
Children’s Hospital and Non-Obligated Affiliates.  The Foundation’s financial performance is discussed 
in detail under the heading “Philanthropy” below. The Foundation is a member of the Obligated 
Group. 

The following entities are not members of the Obligated Group, and Children’s Hospital and the 
Foundation do not currently anticipate adding them as members of the Obligated Group. 
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Children’s Community Health Plan, Inc. 

CCHP is a Wisconsin non-stock, not-for-profit Medicaid health maintenance organization organized 
under Chapter 613 of the Wisconsin Statutes, as amended, and is exempt from federal income tax under 
Section 501(c)(3) of the IRC. CCHP’s operations are discussed in detail under the heading “Children’s 
Wisconsin System” above.  

Children’s Medical Group, Inc.  

CMG is a not-for-profit organization established for the purpose of providing pediatric physician primary 
care services. CMG employs more than 100 physicians that provide primary care services. CMG operates 
24 facilities located in six counties throughout southeastern Wisconsin and is staffed by 
pediatricians. CMG physicians generated 367,500 patient visits in 2019.  

Children’s Service Society of Wisconsin  

Children’s Service Society of Wisconsin (“Community Services”) is a Wisconsin non-stock, nonprofit, 
statewide child well-being agency. Its mission is to build, sustain and enhance a nurturing environment 
for Wisconsin children. Community Services is accredited nationally by the Council on Accreditation of 
Services for Families and Children. It is also licensed as a child-placing agency and certified as an 
outpatient mental health clinic by the State of Wisconsin.  Community Services has been chartered by the 
State as a child welfare agency since 1889 and is a founding member of the Child Welfare League of 
America. Community Services administers foster care case management services and in-home safety 
services to families and children under contract with the State of Wisconsin, Bureau of Milwaukee Child 
Welfare.  

Children’s Specialty Group, Inc.  

Children’s Specialty Group, Inc. (“CSG”) is a Wisconsin non-stock, nonprofit physician organization that 
is a joint venture between the Parent and MCW (the Parent and MCW each own a 50% share in CSG). Its 
physicians, who are MCW faculty members, provide care in medical and surgical specialty areas at 
Children’s Hospital in Milwaukee and at other hospitals and clinics throughout Wisconsin and 
surrounding states.  

Surgicenter of Greater Milwaukee LLC 

Surgicenter of Greater Milwaukee LLC (“Surgicenter”) is a Wisconsin limited liability company and is a 
disregarded entity for federal tax purposes of which the Parent is the sole member. Surgicenter operates a 
freestanding outpatient surgery center and a medical office building approximately five miles from 
Children’s Hospital.  

Skywalk Pharmacy 

In August 2019, the Parent acquired Skywalk Pharmacy, which consists of Wauwatosa Prescription 
Center, Inc. and West Allis Prescription Center, Inc. (each is a Wisconsin for-profit corporation and 
collectively referred to as “Skywalk Pharmacy”) providing full-service retail and pediatric pharmacy 
services.  
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STRATEGIC AFFILIATIONS AND PARTNERSHIPS 

The Parent, Children’s Hospital and other related entities have entered strategic affiliations to further 
Children’s Wisconsin’s mission.  

The Medical College of Wisconsin, Inc.  

MCW is Wisconsin’s only private, freestanding medical school and health sciences graduate school. 
MCW has been in existence since 1893 and operating under its current name since 1970. 

MCW is a leader in the education and development of the next generations of physicians, scientists and 
health professionals. MCW facilitates discovery and translation of new knowledge to the biomedical and 
health science areas and provides high quality, cutting edge and collaborative patient care. 

In 2019, MCW had approximately 1,400 students between its three campuses (Milwaukee, Green Bay 
and Central Wisconsin). This includes 972 medical students, 327 graduate students, 41 Master of Science 
in Anesthesia students and 95 students in its School of Pharmacy (three-year program and the only one in 
the Midwest located at an academic medical center.)  

MCW’s relationship with Children’s Wisconsin dates back to 1918. MCW and Children’s Wisconsin 
partner through CSG, which, as discussed earlier, is the joint venture pediatric group practice of MCW 
and Children’s Wisconsin. Children’s Hospital is the primary pediatric hospital affiliate of MCW, and is 
staffed by MCW pediatric specialists. CSG includes providers in more than 30 specialties who practice at 
the Children’s Hospital - Milwaukee and Children’s Hospital - Fox Valley and at 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. On March 11, 2020, MCW and the Parent entered 
into a non-binding letter of intent setting forth the new or revised terms of the joint venture between the 
parties and the organizational documents of CSG that would strengthen the affiliation between MCW and 
the System.  The new or revised terms include a change in the management and operations of CSG, which 
will result in the total revenue of CSG flowing to the Parent with the Parent making payments to MCW to 
make it whole for the loss of revenue that it currently receives from its interest in CSG.  The letter of 
intent provides that the Parent must have sufficient control over CSG such that it will be consolidated 
with the Parent under GAAP.  Any terms in the definitive agreements memorializing the joint venture 
and/or modifications to the organizational documents of the Parent are subject to additional negotiation 
and contingencies, due diligence, and board approval by MCW and the Parent.  As a result, there can be 
no assurance that definitive agreements will be entered into or other terms described in the letter of intent 
will be achieved.  

Nursing and Affiliated Health 

Children’s Wisconsin has affiliation agreements with 33 schools for the clinical education of nursing 
students in the area of pediatric nursing. In 2019, approximately 700 undergraduate and graduate nursing 
students received training at Children’s Hospital. In addition to affiliations with nursing programs, 
Children’s Hospital has approximately 60 affiliations representing 45 allied health programs. Over 325 
students completed pediatric rotations in social work, radiology and other diagnostic imaging, pharmacy, 
occupational therapy, dietetics, respiratory therapy, speech, and audiology. 

ThedaCare, Inc. 

Since 2000, Children’s Wisconsin has had a master services agreement with ThedaCare, Inc. 
(“ThedaCare”), a health delivery system in the Fox Valley market, pursuant to which Children’s 
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Hospital operates a pediatric inpatient hospital. The hospital includes pediatric and neonatal intensive care 
units with 42 licensed beds on the ThedaCare campus. The pediatric hospital is located within a 58,700 
square foot four-story portion of the hospital constructed in 2001.  

Catalpa Health, Inc. 

In 2012, ThedaCare, Affinity Health System (now Ascension) and Children’s Wisconsin formed a joint 
venture known as Catalpa Health, Inc., to provide comprehensive outpatient pediatric mental health care 
in Northeast Wisconsin. Services include diagnostic evaluations for autism, ADHD, learning disabilities, 
gifted testing, medication management, therapy and neuropsychological testing.  

Sojourner Family Peace Center 

Children’s Wisconsin is an ongoing partner with the Sojourner Family Peace Center (“Sojourner”), 
which provides a single location for services for women and children impacted by family violence. In 
2014, Children’s Wisconsin entered into a collaboration agreement with Sojourner to construct and 
develop the Sojourner Family Justice Center. The center houses Children’s Wisconsin Child Advocacy 
Center, Project Ujima, mental and behavioral health services and provides space for the district attorney 
and Milwaukee Police Department Sensitive Crimes Units to help support and protect vulnerable women 
and children. 

STRATEGIC INITIATIVES 

Children’s Wisconsin’s current strategic plan was developed and approved by the Board of Directors in 
2018 (the “Strategic Plan”).  The Strategic Plan was established with an emphasis on meeting the 
challenges and opportunities of the rapidly changing world of pediatric health care.  

The Strategic Plan is organized around three categories of “Drivers” (Community, People, and 
Infrastructure) and three categories of “Strategic Imperatives” (Solutions, Relationships, and Reach) with 
the goal of enabling outcomes that lead to Children’s Wisconsin’s vision of having the healthiest kids in 
the nation. 

The Drivers are the foundational elements and resources needed to achieve Children’s Hospital’s goals.   

 
Community: The key stakeholders outside the organization who will help us achieve the 
System’s vision. 

 
People: Employees and providers who demonstrate Children’s Wisconsin values and build a 
strong culture to support each other and children and families. 

 
Infrastructure: The resources and systems on which our work relies. 

The Strategic Imperatives represent key focus areas of investment and innovation to advance the vision of 
Children’s Wisconsin. 

 
Solutions: Methods for responding to the needs of children and families 

 
Relationships: Building trust with patients, families and the Community 

 
Reach: Improve access to care in an affordable way and reach enough children and families. 
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The overall intended outcomes of the Strategic Plan are the improved health of Wisconsin’s children; 
demonstrated value to families, payers and the community; and health, convenience and affordability.  As 
such, the following areas will continue to be key focus points of the organization: 
 
• Healthy Kids: Having the healthiest kids means ensuring physical, dental, mental and social 

health.  This broader definition of health will require Children’s Wisconsin to invest in services 
beyond physical health and partner with others to drive total well-being for kids.  

• Consumer-focused solutions: Children’s Wisconsin will continue to listen to families and other 
customers.  Guided by customer feedback, Children’s Wisconsin will evaluate current services 
and design new services to deliver on convenience and affordability expectations.  

• Children’s Wisconsin will work with payors and employers to ensure continued access for 
families in order to deliver value and to support the kind of infrastructure needed to run an 
integrated, independent health system for kids.  

As part of the Strategic Plan, Children’s Wisconsin continues to evaluate opportunities for partnership 
with existing affiliations as well as other hospitals which aim, among other things, to increase Children’s 
Wisconsin’s footprint and allow more patients to access Children’s Wisconsin’s services (with a special 
focus on NICU and PICU services).     

Capital Expenditure Program and Milwaukee Campus Improvement Project  
 
Children’s Wisconsin maintains a capital expenditure program that supports its strategic goals, including 
the routine replacement of equipment, information technology initiatives, facility renovations, medical 
equipment technology purchases, community based investment and other projects to advance the strategic 
initiatives of Children’s Wisconsin.  The System’s capital budget is financed with cash flow from 
operations, equity and/or the proceeds of a capital campaign and/or borrowings.   

As part of Children’s Wisconsin’s capital expenditure program, during Fiscal Year ending in 2017, 
Children’s Wisconsin embarked on a multi-year Milwaukee Campus Improvement Project (“MCIP”). 
The MCIP comprises multiple improvement projects, including: an ambulatory services expansion, Care 
Closer to Home expansion (which focuses on establishing clinics offering primary, specialty, and urgent 
care and therapeutic services in communities located away from the Children’s Hospital’s Milwaukee and 
Fox Valley campuses), renovation and expansion of the surgical platform and expansion, renovation of 
the Emergency Department / Treatment Center (“EDTC”).  

Most recently, the capital expenditure projects focused on renovations and expansion in the NICU as well 
as community clinics in Delafield, Mequon, and Kenosha. In addition, Children’s Wisconsin is currently 
undertaking the construction of an additional 250,000 square foot patient tower at Children’s Hospital – 
Milwaukee (the “North Tower”), which was financed, in part, by the proceeds of the 2017 Bonds and is 
expected to be completed by the fourth quarter of 2021. Upon completion, the North Tower will house 
ambulatory care services, renovation of the surgical platform and build out to expand the offering of 
ambulatory services.   

The Project  

The MCIP includes upcoming construction and equipping of 55,000 square foot first floor addition to the 
front of Children’s Hospital – Milwaukee’s campus for EDTC (with sufficient structural foundation to 
support future vertical expansion) (the “EDTC Expansion”). The EDTC Expansion will house 
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emergency as well as other diagnostic testing capabilities. In addition to the EDTC Expansion, the MCIP 
includes the renovation of existing ambulatory and EDTC spaces (the “Renovation”, collectively with the 
EDTC Expansion, the “Project”). The Project is expected to cost an aggregate of $165 million and will 
be financed, in part, with proceeds of the Series 2020 Bonds, philanthropy, and Children’s Hospital’s 
equity. The Project will achieve substantial completion by the fourth quarter of 2023.  Zoning approvals, 
building permits, and construction contracts for the Project have not been obtained or executed as of the 
date of this Official Statement. Children’s Hospital expects to obtain such approvals and contracts in due 
course in order to meet the expected timeline of the Project.  

GOVERNANCE AND MANAGEMENT 

The Board of Directors 

A single Board of Directors governs both Children’s Hospital and the Parent (the “Board”).  The Board is 
currently comprised of 30 directors, including 25 elected directors and five voting ex-officio directors that 
are denoted by an * in the table below and composed of the Chief Executive Officer, the President of the 
Medical Staff, the Pediatrician-in-Chief, the Surgeon-in-Chief, and the Chief Executive Officer of 
Children’s Specialty Group. The elected directors each hold office for staggered three-year terms and may 
be re-elected to serve up to three consecutive three-year terms. 

The Board of Directors has eight committees:  audit and compliance, compensation, executive, finance, 
governance, investment, quality, and strategic planning. 

Current members of the Board of Directors and their respective principal business or civic affiliations and 
years of appointment to the Board and term expiration dates are as follows: 

Name Affiliation Board 
Member 
Since 

Term 
Expires 

Mark Witt (Chair) Godfrey & Kahn, S.C. 2009 2022 
Jim Popp (Vice Chair) Johnson Financial Group  2015 2023 
Todd Adams Rexnord Corporation 2017 2025 
Tom Arenberg Retired Accenture 2014 2022 
Linda Benfield Foley & Lardner LLP 2019 2027 
Ken Bockhorst Badger Meter, Inc. 2018 2026 
Matt D’Attilio Pegasus Partners Ltd. 2016 2024 
Todd Endres Charter Manufacturing, Inc. 2020 2028 
Nancy Flores McKesson Corporation 2019 2027 
Joe Gehrke Kessler Diamonds, Inc. 2015 2023 
Eve Hall Milwaukee Urban League 2019 2027 
Patrick Hammes Hammes Partners 2017 2025 
Jason Jarzembowski, MD  Children’s Specialty Group – CEO (interim) 2020 * 
Chris Kaltenbach Lesaffre Yeast Corporation 2015 2023 
Joseph Kerschner, MD Medical College of Wisconsin, Inc. 2011 2020 
Paul Knoebel Knoebel & Associates, Inc. 2014 2022 
David Lal, MD Children’s Wisconsin – President of the 

Medical Staff 
2019 * 

Mike Lovell Marquette University 2014 2022 
Kevin Mansell Retired, Kohl’s Corporation 2011 2020 
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Name Affiliation Board 
Member 
Since 

Term 
Expires 

Dave Margolis, MD Children’s Wisconsin – Pediatrician-in-Chief 
(interim) 

2020 * 

Ben Melson MD Anderson Cancer Center 2017 2025 
Keith Oldham, MD Children’s Wisconsin – Surgeon-in-Chief 2010 * 
Tom Precia HUB International Limited 2015 2024 
Jamie Purko SKYGEN USA, LLC 2019 2027 
John Reichert Reinhart Boerner Van Deuren s.c. 2020 2028 
Rolando Rodriguez The Marcus Corporation 2018 2026 
Paul Sweeney PS Capital Partners, LLC 2011 2020 
Peggy Troy Children’s Wisconsin – CEO 2009 * 
Dave Werner First Midwest Bank 2020 2028 
Phoebe Williams Retired, Marquette University 2012 2021 

 
The Foundation’s Board of Trustees 

The Foundation is currently governed by a 33-member Board of Trustees (the “Foundation Board”), 
including 32 elected trustees and three ex-officio directors, denoted by an *: the Chair of the Parent 
Board, the Chief Executive Officer of the Parent and the President.  Trustees are elected annually by the 
Parent and hold office for staggered three-year terms and may be re-elected to serve up to three 
consecutive three-year terms.   

Current members of the Foundation Board and their respective principal business or civic affiliations and 
years of appointment to the Foundation Board and term expiration dates are as follows: 

Name Affiliation Board 
Member 
Since 

Term Expires 

Dave Werner (Chair) First Midwest Bank 2014 2022 
Kelly Cleary-Rebholz (Vice 
Chair) 

Bind Max Proteins, LLC / Fortress 
Nutrition, LLC 

2006 2022 

Tom Arenberg  Retired, Accenture LLP 2002 2022 
Mark Blutstein Reliable of Milwaukee 2020 2028 
Elizabeth Brenner Community Leader 2018 2026 
Dan Buehrle Principal Financial Group 2016 2024 
Garth Chambers Paloma Resort Prop 2017 2025 
Barri Drury Community Leader 2014 2022 
Kristy Elmore Duostech | Duos Technologies, Inc.  2017 2025 
Raquel Filmanowicz Democratic National Convention Host 

Committee 
2016 2024 

Rich Florsheim  Retired, Foley & Lardner 2018 2026 
Kelly Grebe Community Leader 2014 2022 
Mary Hosmer TEC – The Executive Committee 2006 2022 
Jerry Jendusa Stuck, LLC 2020 2028 
Chris Kaltenbach Lesaffre Corporation 2013 2021 
Ted Kellner T&M Partners 2008 2022 
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Name Affiliation Board 
Member 
Since 

Term Expires 

Bernie Kubale Retired, Foley & Lardner LLP 1998 2022 
Dave Luczak WKLH – FM96.5 2016 2024 
Karim (Missy) Macleod Charles D. Jacobus Family Foundation 1999 2022 
Dave Margolis, M.D. Children’s Wisconsin 2015 2023 
John Miller Arenberg Holdings, LLC 2017 2025 
Stacy Walthers Naffah William K. Walthers, Inc. 2020 2028 
Meg Brzyski Nelson Children’s Wisconsin - President 2014 * 
Chad Noel Self-Employed 2020 2028 
John Noel Berkshire Hathaway Travel Protection 2003 2022 
Ugo Nwagbaraocha Diamond Discs International 2016 2024 
Jim Ostrom Milk Source Agricultural Holdings 2016 2024 
Greg Renz Foley & Lardner LLP 2006 2022 
Mary Ellen Stanek Robert W. Baird & Company, Inc. 1997 2022 
Shelly Stayer Johnsonville Sausage, LLC 2020 2028 
Mark Theine Physicians Realty Trust 2020 2028 
Peggy Troy Children’s Wisconsin – CEO 2009 * 
Teddy Werner Milwaukee Brewers Baseball Club 2013 2021 
Mark Witt Godfrey & Kahn, S.C. 2009 * 
Portia Young Sargento Foods, Inc. 2020 2028 

 

 

[Remainder of Page Intentionally Left Blank] 
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Conflict of Interest Policy 

Children’s Wisconsin maintains conflict of interest policies for itself and its affiliates requiring that 
directors complete questionnaires annually disclosing potential conflicts of interest.  The policy prohibits 
directors from voting on any matters with respect to which the directors have a possible conflict of 
interest.  The policy also prohibits directors from accepting any gifts, favors or hospitality that might 
influence decision-making or action affecting the Obligated Group, the Parent or the Non-Obligated 
Affiliates.  From time to time, members of Children’s Wisconsin transact business with firms and 
companies with which members of their governing bodies are affiliated.   

Management of Children’s Wisconsin 

The following officers are responsible for the day-to-day operational management of Children’s 
Wisconsin:   

Peggy Troy, 68, President and Chief Executive Officer Peggy Troy is President and Chief Executive 
Officer of the Parent, Children’s Hospital, and the Foundation.  Ms. Troy has held leadership roles in both 
adult and pediatric health systems prior to coming to Children’s Hospital in 2009.  Past roles include 
Executive Vice president and COO of Methodist Le Bonheur Healthcare and President and CEO of Le 
Bonheur Children’s Medical Center, both in Memphis, and President of Cook Children’s Medical Center 
in Ft. Worth.  She has served on the national board of the Children’s Hospital Association, an 
organization of 220 children’s hospitals nationwide that advances pediatric health through innovation in 
quality, cost and delivery of care.  Ms. Troy earned her Bachelor of Science in Nursing from Marquette 
University and a master’s degree in Nursing from DePaul University in Chicago.  While still attending 
Marquette, Ms. Troy served as a nurse intern at Children’s Hospital – Milwaukee and has been involved 
in pediatric medicine ever since.   

Ms. Troy is a member of the Greater Milwaukee Committee and serves on the boards of Rexnord 
Corporation, Marquette University, the Metropolitan Milwaukee Association of Commerce, QuadMed, 
Teach for America, the Milwaukee Regional Medical Center, Herzing Healthcare Advisory Board and the 
United Way Cabinet. 

Marc A. Cadieux, 47, Chief Financial Officer 

Marc Cadieux is the Chief Financial Officer of the Parent, Children’s Hospital, and the Foundation.  In 
this role, Mr. Cadieux is responsible for all strategic and operational matters related to finance in the 
health system including financial planning and budgeting, financial reporting, treasury, revenue cycle 
management, supply chain and strategic initiatives.  Mr. Cadieux joined Children’s Wisconsin as the 
director of Physician Financial Services in 2005.  He was promoted to vice president of Financial 
Services in February 2013 and promoted to CFO in June 2015.  Prior to joining the System, Mr. Cadieux 
served as a senior manager of Assurance and Advisory Services at Deloitte & Touche LLP (“Deloitte”) in 
Milwaukee and prior to that he worked in their Winnipeg, Canada office.  At Deloitte, he provided 
business advisory and assurance services to a variety of industries including healthcare, not-for-profit 
organizations, professional services, manufacturing and municipal governments.  Mr. Cadieux earned his 
bachelor’s degree in Business Administration from Marian University and his MBA from the University 
of Wisconsin-Milwaukee Lubar School of Business.  He holds licenses as a Certified Public Accountant 
licensed in the State of Wisconsin and as a Chartered Professional Accountant in Canada and Manitoba. 

Mr. Cadieux serves on the board of directors of Special Olympics Wisconsin and The First Tee of 
Southeast Wisconsin.  Mr. Cadieux is also a board member of Milwaukee Regional Medical Center 
Thermal Services, Inc. 
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Scott Turner, 47, President and Chief Operating Officer Children’s Hospital and Executive Vice 
President of the System 

Mr. Turner joined Children’s Wisconsin as Chief Operating Officer and Executive Vice President of 
Children’s Hospital in January 2018.  In this capacity, he provides operational and strategic leadership for 
the hospital campuses in Milwaukee and Fox Valley.   

Mr. Turner was previously the executive director for University of Iowa Stead Family Children’s 
Hospital, a 189-bed pediatric facility, and chief operating officer for University of Iowa Hospitals and 
Clinics (“UIHC”), a 765-bed academic medical center.  He was responsible for ensuring operational 
effectiveness and working with physicians and staff to achieve targeted goals in quality, safety and patient 
experience.  His accomplishments at UIHC include leading the design, construction and operational 
transition for a new children’s hospital that opened in early 2017. 

Prior to UIHC, Mr. Turner was at Oregon Health & Science University (“OHSU”) where he served as the 
associate hospital administrator with responsibility for inpatient, outpatient and support services, and as 
the administrator for the Department of Pediatrics with responsibility for the strategic plan, operating 
budget and goals, and administrative functions.  He also has held roles as the senior administrator for the 
Department of Medicine at the University of Kansas Medical Center, assistant hospital director and 
business development director for Ambulatory Services at OHSU, and project manager for Strategic 
Development at Premera Blue Cross. 

Mr. Turner holds a master’s degree in Hospital and Health Administration from the University of Iowa 
and a bachelor’s degree in Planning, Public Policy and Management from the University of Oregon. 

Mr. Turner serves as a board member for the local United Way of Greater Milwaukee & Waukesha 
County, SE WI Ronald McDonald House, and the Medical College of Wisconsin Affiliated Hospitals. 

Bob Duncan, 55, Executive Vice President, and President of CCHP and Community Services  

Bob Duncan serves as Executive Vice President of the Parent and as President of CCHP and President of 
Community Services.  In his Executive Vice President role, Mr. Duncan oversees the strategic contracting 
for systems of care, population health and the development of value-based contracts.  He leads many of 
Community Services’ community services programs (including foster care and adoption, child advocacy 
centers, the school nurse program, community health education, and child abuse and injury 
prevention).  Mr. Duncan also leads CCHP.   

Mr. Duncan previously served as Director of the Governor’s Office of Children’s Care Coordination for 
the State of Tennessee.  In that role, he oversaw the state’s efforts to improve the health and welfare of 
children across Tennessee.  He also held a dual role as the Director for CoverKids, Tennessee’s children’s 
health insurance program that provides free, comprehensive health coverage for qualifying children 18 
and younger.  Prior to joining the Governor of Tennessee’s cabinet, Mr. Duncan spent nearly 14 years in a 
variety of capacities at Methodist Le Bonheur Healthcare System in Memphis, Tennessee.  He received 
his Bachelor of Business Administration from the University of Memphis and his MBA from the 
University of Tennessee at Martin.  He also completed the Johnson & Johnson/UCLA Health Care 
Executive Program at UCLA.  Mr. Duncan volunteers his time on the Board of Directors of the Next 
Door Foundation and the Milwaukee FBI Citizen’s Academy. 
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Michael F. Gutzeit, M.D., 63, Chief Medical Officer of Children’s Hospital 

Dr. Mike Gutzeit is chief medical officer and vice president. In these dual roles, Dr. Gutzeit strives to help 
Children’s Wisconsin realize its vision that Wisconsin kids will be the healthiest in the nation. He is 
deeply committed to ensuring Children’s Wisconsin provides the best and safest care to the kids and 
families it serves. 

Dr. Gutzeit received his medical degree from Loyola-Stritch University, Maywood, Illinois, in 1985. He 
completed his internship and residency at Children’s/Medical College of Wisconsin and Affiliated 
Hospitals from 1985 to 1988. He has practiced general pediatrics since 1988 at Children’s Medical 
Group-Southwest Pediatrics, a community-based pediatric group. 

Dr. Gutzeit serves as the President of the Family Service Waukesha Board of Directors, a local non-profit 
organization. He also is a member of the Medical College of Wisconsin Affiliated Hospitals Board of 
Directors. 

Keith T. Oldham, M.D., 70, Surgeon-in-Chief of Children’s Hospital 

Dr. Oldham completed undergraduate studies at the University of North Carolina as a John M. Morehead 
scholar in 1971.  He received his medical degree from the Medical College of Virginia, completed general 
surgical residency at the University of Washington, Seattle, and trained in pediatric surgery at the 
University of Cincinnati Children’s Hospital Medical Center.  Dr. Oldham served on the faculty at the 
University of Michigan until 1991 when he was appointed Professor and Chief of the Division of 
Pediatric Surgery at Duke University.  He remained at Duke until 1998 when he was recruited to the 
Marie Z. Uihlein Chair of Pediatric Surgery and the position of Surgeon-In-Chief at Children’s Hospital.  
He has been a member of the American Pediatric Surgical Association since 1985 and served as President 
from 2012 through 2013.  He served as Chair of the Organization of Children’s Hospitals Surgeons-in-
Chief 2010–2012 and President of the Association of Pediatric Surgery Training Program Directors 
2009–2011.  He is actively involved in clinical outcomes and healthcare quality research, including 
previous service as Chair of the ACS National Surgical Quality Improvement Program-Pediatrics Steering 
Committee.  He is the Medical Director of the American College of Surgeons Children’s Surgery 
Verification Program and Chair of the Verification Committee. 

Smriti Khare, M.D., 55, Executive Vice President and President of Children’s Medical Group 

Dr. Smriti Khare is the president of CMG and executive leader for the mental and behavioral health 
division for Children’s Wisconsin. 

In these roles, she provides leadership and direction for 24 primary care sites and six urgent care sites in 
southeastern Wisconsin and a statewide network of mental and behavioral health providers.  As an 
advocate for a fully integrated health care system, Dr. Khare works to align mental and behavioral health 
care with community, primary, and specialty care services.  In addition, she also co-leads the work in 
digital health and inclusion, diversity and equity for Children’s Wisconsin. 

Dr. Khare earned her medical degree from Indira Gandhi Medical College in Nagpur, India, and she 
completed her pediatric residency at MCW. Early in her career, she was an Assistant Professor of 
Pediatrics at MCW and had helped advance the hospitalist model at Children’s Wisconsin. She began her 
pediatric practice at Children’s Wisconsin’s Pavilion Pediatrics in 2001 and moved to Oak Creek 
Pediatrics in 2002. 
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As a provider and leader who is passionate about providing the best and safest care, Dr. Khare has served 
as president of the Children’s Wisconsin Medical Staff, a member of the Children’s Wisconsin Physician 
Quality Advisory Committee, and as chair of the Children’s Wisconsin Credentials and Privileges 
Committee. She has served on the CMG Board since 2006, and has been involved in pediatric resident 
and medical student education for more than 20 years. Always focused on improving the lives of children 
and teens, she volunteers her time as a member of the Board of Directors of Big Brothers Big Sisters of 
Metro Milwaukee. 

Seung Park, M.D., 41, Chief Information Officer  

Dr. Seung Park has served as Chief Information Officer of Children’s Wisconsin since 2020. In his role, 
he provides leadership and direction for all electronic systems deployed by Children’s Wisconsin. He 
leads a department of 200 people in pursuit of standardized, data-pure systems that provide the right 
information at the right time to the right people. 

Dr. Park earned a bachelor’s degree in Computer Science at the University of Michigan, followed by a 
medical degree at the University of Michigan Medical School. He completed a residency in anatomic and 
clinical pathology at the University of Illinois at Chicago, and went on to become the first two-year fellow 
in Clinical Informatics in the nation at the University of Pittsburgh Medical Center. He also became 
widely published in informatics literature at this time. 

He began practice in Pathology Informatics at the University of Alabama at Birmingham, and has since 
gone on to progressive executive responsibility. 

Prior to joining Children’s Wisconsin, Dr. Park served as the Chief Health Information Officer at Indiana 
University Health, where he had overall responsibility for all clinical electronic systems. 

Michelle Mettner, 50, Secretary and Chief Government Relations and Legal Officer   

Michelle Mettner is the Chief Government Relations and Legal Officer at Children’s Wisconsin.  She 
directs Children’s Wisconsin’s government relations and advocacy efforts for all System entities at the 
federal, state and local levels, and leads the Legal Services and Compliance departments.  She has more 
than 25 years’ experience in legislative and administrative processes, health policy analysis, coalition-
building and strategic development—allowing her to focus on important issues that affect children, such 
as health policy, Medicaid access and financing, pediatric research, social determinants and social 
services.  Ms. Mettner has expertise in healthcare regulations and Medicaid. 

Ms. Mettner is a graduate of the Northwestern University School of Law.  She practiced in the litigation 
and labor and employment groups at Foley & Lardner LLP prior to joining Children’s Wisconsin in 2007. 

Ms. Mettner developed and for the last 15 years has lead the oversight of the Applied Public Policy 
rotation for all second-year medical and dental residents at MCW.  In 2011, she was appointed by then 
Governor Walker to serve as vice chair of the Wisconsin Women’s Council and in 2015 Governor Walker 
appointed her as a member of the State of Wisconsin’s Department of Workforce Development Council 
on Workforce Investment. In 2018, Governor Evers appointed her to the What’s Best for Kids Advisory 
Council. She serves on the Sojourner Board of Directors and a member of the Wisconsin State Bar and 
the Association of Wisconsin Lobbyists.  She is an active member of the Wisconsin Hospital Association. 
Ms. Mettner is also a board member of the MRMC. 
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Tricia Geraghty, 49, Chief Marketing Officer  

Tricia Geraghty is Chief Marketing Officer at Children’s Wisconsin. Prior to joining Children’s 
Wisconsin, she served for seven years as the first vice president of Marketing and Communication at 
Marquette University in Milwaukee. Ms. Geraghty also previously served as senior staff to Milwaukee 
mayor John Norquist, where she led technology and economic initiatives and associated communications 
strategies. 

Throughout her career, Ms. Geraghty has developed comprehensive brand and marketing strategy 
designed to prepare changing industries for increased competition and increased consumer choice. At 
both Marquette University and Children’s Wisconsin, Ms. Geraghty led the first brand campaigns in the 
institutions’ histories, tapping into differentiated services and emotional connections to deliver customer 
engagement and response. She strives for communications that are integrated and activated, bringing 
stories and services to the public through multiple channels and in multiple media. 

She holds a master’s in Business Administration, with honors, from the University of Chicago-Booth 
School of Business and a bachelor’s in History, magna cum laude, from the University of Illinois at 
Urbana-Champaign. 

Meg Brzyski Nelson, 48, Chief Development Officer, the Parent, and President, the Foundation  

Meg Brzyski Nelson is Chief Development Officer for the Parent, and president of the Foundation.  In her 
role, Ms. Brzyski Nelson is responsible for leading fundraising and ambassador efforts through strategic 
plan development, collaborative partnerships and donor cultivation. Prior to joining Children’s 
Wisconsin, Ms. Brzyski Nelson served as associate vice president of university advancement for 
Marquette University where she was part of leading large-scale fundraising efforts, donor cultivation and 
stewardship activities, and alumni outreach and communication functions.  

Ms. Brzyski Nelson earned a Bachelor of Arts in English and an Executive Master of Business 
Administration from Marquette University.  In addition, she has received awards for her teaching and 
leadership.  Ms. Brzyski Nelson is an active volunteer and chair of the board of PEARLS for Teen Girls, 
an empowerment program targeting at-risk girls in urban Milwaukee. She is a member of Young 
Presidents’ Organization, a national and international networking group.  
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MEDICAL AND PROFESSIONAL STAFF 

As of September 15, 2020, Children’s Hospital’s medical and house staff numbered 2,335 comprised of 
an active staff of 810 physicians, 244 medical staff members with affiliate (ambulatory) staff status, 408 
associated scientific (research and clinical) staff members holding Ph.D.s and other non-medical 
advanced degrees, and 873 interns, residents and clinical fellows. Currently, approximately two-thirds of 
the physicians on active staff are MCW physicians. 

Medical and professional staff breakdown by specialty for the fiscal year ending December 31, 2019 is 
shown below: 

TABLE A – 1 
Medical Staff by Specialty 

 

 APPs  MDs  Total 
Anesthesiology 6  38  44 
Dermatology 3  6  9 
Imaging 3  13  16 
Neurology 7  16  23 

Neurology 7  11  18 
Neuropsychology --  5  5 

Neurosurgery 3  4  7 
Ophthalmology --   7  7 
Orthopedics 9  14  23 
Otolaryngology 7  10  17 
Pathology --   10  10 
Pediatrics 119  246  365 

Adolescent Medicine 3  3  6 
Allergy 8  9  17 
Cardiology 13  26  39 
Child Development 2  8  10 
Child Protection --  4  4 
Critical Care 19  18  37 
Emergency Medicine 15  26  41 
Endocrinology 5  8  13 
Gastroenterology 6  19  25 
General --  4  4 
Genetics 5  2  7 
Hematology/Oncology/BMT 14  23  37 
Hospitalist 10  36  46 
Infectious Disease --  7  7 
Neonatology --  29  29 
Nephrology 2  4  6 
Palliative Care 2  1  3 
Pulmonary Medicine 5  9  14 
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 APPs  MDs  Total 
Rheumatology 1  5  6 
Special Needs 9  5  14 

Physical Med Rehab 2  3  5 
Plastic Surgery 1  3  4 
Psychiatry 1  16  17 
Surgery 11  14  25 

Cardiovascular Surgery 3  3  6 
Pediatric Surgery 8  11  19 

Urology 4  5  9 
Grand Total 176  405  581 

 

As discussed in more detail under the heading “TRAINING PROGRAMS” below, Children’s Hospital 
partners with MCW for residency and fellowship programs, which are an integral part of physician 
recruitment at Children’s Hospital. 

TRAINING PROGRAMS 

The Medical College of Wisconsin, Inc.  Children’s Hospital is a major teaching affiliate of MCW.  Third-
year medical students rotate through Children’s Hospital – Milwaukee during their required pediatric 
rotation and many of these students return for their fourth-year electives in pediatric subspecialties, 
pediatric surgery, and pediatric radiology.  In addition, 74 family practice residents rotated through the 
hospital in 2019 to meet the pediatric training requirements of their program.  Children’s Hospital – 
Milwaukee also has a three-year pediatric residency program and a two-year pediatric dental program 
with 105 and 12 residents, respectively, rotating through in 2019.  One hundred forty three residents 
received training beyond their initial residency.  With the support of MCW, Children’s Hospital has 
established academic fellowship programs in pediatric critical care, anesthesiology, gastroenterology, 
emergency medicine, hematology/oncology, neonatology, and other specialties.  Residents of child 
psychiatry programs affiliated with MCW spend approximately one year with Children’s Hospital’s 
psychiatry program. 

The residency and fellowship programs are an integral part of physician recruitment at Children’s 
Hospital, as many of the residents and fellows join the medical staff once their training is completed. 

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 100 residency and fellowship programs accredited by the Accreditation Council for Graduate 
Medical Education. 

PHILANTHROPY 

Philanthropic support is an integral part of the operations of Children’s Wisconsin.  Fundraising for 
private donations is conducted by the Foundation, which raises contributions through annual giving 
programs, special events and promotions, major gifts and planned giving. Recent fundraising 
accomplishments include launching the largest comprehensive fundraising campaign in the history of 
Children’s Wisconsin in February 2020, with the goal of raising $200 million over the following five 
years.  In 2019, the Foundation raised a record $63.4 million from 28,035 donors and through August 31, 
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2020, the Foundation has raised $16.0 million from 12,429 donors.  A breakdown of the types of 
contributions for the years ended December 31st are as follows: 

TABLE A – 2 
Annual Contributions  

(For Years Ended December 31st)  

 2015 2016 2017 2018 2019 
Fundraising by tactic:      

Annual & Events $ 9,349,143 $ 9,685,636 $ 9,814,641 $ 11,455,913 $ 10,167,343 
Planned Giving 4,219,152 5,859,899 7,370,257 1,519,214 3,976,700 
Major Gifts 15,407861 12,643,171 12,919,383 13,810,790 29,280,141 
Transformational Gifts 0 0 8,000,000 0 20,000,000 

Total $ 28,976,156 $ 28,188,706 $ 38,104,281 $ 26,785,917 $ 63,424,184 

      
The Foundation’s contribution trends reflect stable and gradually increasing support through annual 
events and planned giving contributions and growing support from major and transformational gifts, a 
focus area for the Foundation.  The Foundation maintains a standardized database for consistent reporting, 
analytical review and effective dashboards for benefactors, fundraisers and program colleagues. All 
numbers above were sourced from the Foundation fundraising records. 

As of August 31, 2020, the Foundation was comprised of 44 full-time employees, including 26 solely 
dedicated to fundraising.   

Total assets of the Foundation as of August 31, 2020 were $1.103 billion and are used to fund projects as 
well as various clinical and community-based programs across Children’s Wisconsin. 

RESEARCH PROGRAMS 

Children’s Wisconsin’s research spans the continuum of care from pre-birth, treatment of disease, to 
transition to home and beyond. This approach drives clinical innovations that change how Children’s 
Wisconsin cares for children today to give them the best quality of life tomorrow and the longest life 
expectancy possible. Children’s Wisconsin’s researchers’ work includes preventing disease, improving 
diagnostic testing, working on ways to improve outcomes after a life-altering diagnosis, and helping kids 
thrive well into the future – medically, socially, and emotionally. This also includes translational research, 
taking discoveries from the laboratory and converting them to new therapies at patients’ bedsides.   

Children’s Research Institute (“CRI”) represents the most significant concentration of pediatric research 
in southeastern Wisconsin. CRI researchers collaborate with experts and organizations regionally and 
nationally, including local academic institutions: MCW, Marquette University, and the University of 
Wisconsin-Milwaukee. 

Pediatric researchers have dedicated space on Children’s Hospital - Milwaukee campus, contiguous with 
the hospital and clinic buildings. There is dedicated space within the Translational Biomedical Research 
Center, a 298,000-square-foot, state-of-the-art research facility which includes space for bench laboratory 
research and vivarium space, as well as other shared service support space. Additional research 
laboratories are located throughout the MRMC campus.  
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Children’s Wisconsin allocates approximately $15 million annually to support pediatric research in the 
laboratory, the clinic, and in the community. CRI works with hundreds of investigators, research trainees 
and technicians and has approximately 1,000 ongoing active clinical studies, including approximately 200 
interventional clinical trials.   

SERVICES 

Children’s Hospital provides a comprehensive range of pediatric health care services including pediatric 
medical and surgical care, cardiology, oncology, neonatology, neurology and intensive care. These 
services are complemented by a complete range of diagnostic and therapeutic services including 
laboratory, radiology, nuclear medicine, diagnostic imaging, ultrasound and other services. Among its 
wide range of services, Children’s Hospital has unique capabilities, programs and specialists, including 
the following: 

Herma Heart Institute 

The Herma Heart Institute is the largest pediatric heart institute in Wisconsin, treating children with a 
variety of congenital heart defects and other heart diseases. The staff of the Herma Heart Institute 
includes pediatric cardiologists, pediatric cardiovascular surgeons, cardiology nurses and technicians. 

Neonatal Intensive Care Unit (“NICU”) 

The 70-bed NICU provides critical care to newborns 0–28 days old that have major health problems such 
as cardiac anomalies, pulmonary dysfunction, metabolic disorders and surgical problems. The NICU is 
supported by the critical care transport service, which transports neonates requiring specialized care at 
Children’s Hospital - Milwaukee from other institutions in the area. NICU care is provided utilizing an 
interdisciplinary approach with physicians, critical care nurses, pharmacists, physical therapists, dieticians 
and others. 

Pediatric Intensive Care Unit (“PICU”) 

The 72-bed PICU serves critically ill children who require 24-hour care by a team of specially trained 
physicians, nurses, respiratory therapists and others. The typical patient population includes patients who 
have undergone traumas; cardiovascular surgeries; heart, kidney, and liver transplants; craniofacial 
reconstructions; neurosurgeries, and other life-threatening illnesses. 

Cancer Care Program 

Children’s Hospital’s cancer care program provides inpatient and outpatient treatment for children 
diagnosed with cancer and/or blood disorders. Children requiring inpatient cancer care and bone marrow 
transplant patients are cared for in Children’s Hospital 24-bed hematology/oncology/transplant unit. 
Children’s Hospital cancer care program operates in collaboration with Versiti. This collaboration has 
allowed Children’s Hospital to acquire extensive experience in pediatric bone marrow transplantation 
involving donors unrelated to the patient. 

Surgical Services 

Surgical services are available from surgeons specializing in orthopedic surgery, thoracic surgery, general 
pediatric surgery, cardiac surgery, neurosurgery, and transplant surgery. The day surgery program enables 
children to return home the same day they have a procedure. Day surgery procedures include ear tube 
placements, hernia repairs, removal of adenoids, and removal of certain kinds of growths. 
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Emergency Department/Trauma Center  

Children’s Hospital - Milwaukee is a regional Level I pediatric trauma referral center. The EDTC is 
staffed on a 24-hour basis with physicians and nurses trained in pediatric critical and trauma care. On-call 
support is provided by available medical and surgical specialists. The EDTC has 30 examination rooms, 
four advanced life support rooms and a trauma room. The trauma room inside the EDTC is equipped to 
treat children who have injuries to multiple body systems. In 2019, there were 71,800 visits to the EDTC.   

Diagnostic and Therapeutic Services 

Diagnostic and therapeutic services include magnetic resonance imaging (MRI), computerized 
topographic (CT) scanning, cardiac catheterization, electron microscopy, electroencephalogram, 
electrocardiogram (EKG), electromyography, evoked potential studies, extracorporeal membrane 
oxygenation (ECMO), physical therapy, audiology, speech therapy, pulmonary function testing, radiology 
and laboratory services, sleep disorder testing, stress testing and ultrasound imaging. 

The Epilepsy Monitoring Unit (“EMU”) 

Children’s Hospital - Milwaukee is the only Level 4 pediatric epilepsy center in the state of Wisconsin.  
The EMU has 18 beds with over 750 annual admissions and performs more than 40 cranial epilepsy 
surgeries a year. The EMU is staffed by Children’s Hospital’s Neurosciences Center staff, with care 
provided by inpatient nurses specially trained to care for pediatric epilepsy patients. Advanced technology 
allows specialists to monitor brain activity and symptoms in the unit 24 hours a day. 

Specialty Clinics 

Children’s Hospital operates approximately 150 outpatient sub-specialty clinics including services in 
child psychiatry, child development, bone dysplasia, neurofibromatosis, cleft lip and palate, dental, 
craniofacial, amputee, allergy, cerebral palsy, cystic fibrosis, dermatology, diabetic, eye, 
gastroenterology, genetics, muscular dystrophy, neurology, orthopedics, otolaryngology (ear, nose and 
throat), plastic surgery, sickle cell and spina bifida. 

Wisconsin Poison Center 

Children’s Hospital operates Wisconsin’s poison center, which provides 24-hour service to all Wisconsin 
hospitals, physicians and individuals requesting information on the treatment and prevention of ingestion 
of poisonous substances and drug overdoses. Staffed with experienced health care professionals with a 
variety of medical backgrounds, it also offers clinical toxicology consultation and educational programs 
in poison prevention. 

Primary Care  

CMG has more than 100 primary care pediatricians serving children in southeastern Wisconsin. 

Urgent Care  

Children’s Hospital’s six urgent care sites are southeast Wisconsin’s only walk-in clinics specifically for 
children. 
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Mental and Behavioral Health  

Children’s Hospital offers many options for families who need access to mental health providers 
including psychiatrists, psychologists, neuropsychologists, psychotherapists and nurse practitioners who 
provide mental health diagnosis and treatment for a variety of disorders. Children’s Hospital counselors 
work with children and families to address social and emotional difficulties and strengthen family ties. 

Child Social Services  

Children’s Wisconsin has a long history of advocating for children. Staff members at centers throughout 
the state work together to provide child welfare services. Wisconsin families are supported in many ways: 
creating stable and loving homes through foster care and adoption when children need a temporary or 
permanent home; offering parenting education and support through family resource centers and home 
visiting programs; helping ensure the safety and well-being of children through intensive in-home and 
family case management work; and protecting children from abuse and helping them heal through abuse 
assessment, referral to support services, and professional and community education. 

School Health Nurse Program  

Children’s Wisconsin’s registered nurses provide care for children at schools throughout Milwaukee. The 
nurses also educate children and families about preventive care, help monitor chronic illnesses such as 
asthma, diabetes, seizures or sickle cell disease, and coordinate care with doctors, social workers and 
insurance companies. 

Child Advocacy Centers 

Children’s Wisconsin operates several Child Advocacy Centers throughout Wisconsin. The Milwaukee 
Child Advocacy Center (the “Child Protection Center”), is located at Sojourner and offers 
comprehensive, high quality and objective clinical assessments for children who are suspected victims of 
sexual and/or physical abuse or neglect. The Child Protection Center provides these services within a 
culturally sensitive framework. Communication and cooperation with other community organizations are 
emphasized. The System’s other Child Advocacy Centers are located in Eau Claire, Elkhorn, Green Bay, 
Kenosha, Neenah, Racine, Waukesha and Wausau. 

Health Education  

Children’s Wisconsin provides health education critical to children and their families on topics including 
injury prevention, mindfulness and curriculum focused on the school age learner. Children’s Wisconsin’s 
online programs and activities for K4 through 8th grade are guided by the Whole School, Whole 
Community, Whole Child model and are a proven engaging and fun way for kids to learn. 

Regional Sites 

Children’s Wisconsin has developed a regional services approach to extend its reach throughout 
Wisconsin. This approach provides inpatient and outpatient services within local communities and fosters 
strong relationships with local pediatricians and family practitioners. Patients needing primary or 
secondary pediatric care can be treated locally, while those patients that require tertiary care are 
transferred to Children’s Hospital - Milwaukee.   
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Public Policy and Advocacy 

Children’s Wisconsin has a long history of advocating for children. It engages at the local, state and 
federal level of government advocating on injury prevention, health care access and social services policy.  
Children’s Wisconsin is a trusted authority on pediatric health and well-being and its input is sought out 
by policy makers. Children’s Wisconsin engages with state agency policy makers on a regular basis and 
collaborates on policy that impacts all aspects of pediatrics. 

Services by type and location as well as numbers of patients served in each county are shown on the map 
below:  

[Remainder of Page Intentionally Left Blank] 
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FACILITIES 

Children’s Hospital – Milwaukee 

Children’s Hospital – Milwaukee is located on an approximately 64.5 acre parcel, which was recently 
purchased by Children’s Hospital from Milwaukee County under the terms of certain Option Agreements 
and Land Payment Agreements.  Children’s Hospital – Milwaukee currently occupies seven buildings 
supported by two parking structures.  The first two buildings, the original hospital and the south wing, 
were built in 1988 and comprise approximately 425,000 square feet and nine occupied levels.  Subsequent 
additions in 1992 and 2009 added additional hospital inpatient space, namely the East Tower and West 
Tower, which are 292,000 square feet, ten levels, and 425,000 square feet, 14 levels, respectively.  These 
four buildings function as the main hospital structure.  In addition, there are two adjacent facilities that are 
separate but connected to the main hospital structure by walkways.  The first, built in 1992, is the Clinics 
building, an outpatient facility.  The Clinics building is 190,000 square feet and eight floors.  Second is 
the corporate center (the “Corporate Center”), connected to the Children’s Hospital – Milwaukee via a 
tunnel, which houses corporate services and other office needs for Children’s Hospital and affiliates.  The 
Corporate Center, built in 2005, is 260,000 square feet and eight stories.  As previously discussed, 
Children’s Hospital is in the process of completing a new North Tower on the Children’s Hospital – 
Milwaukee campus.    

In 2019, Children’s Hospital purchased seven acres of land and a building adjacent to the entrance of 
Children’s Hospital to allow for future expansion. For more information on the Milwaukee Campus 
Improvement Plan, please refer to the discussion under the heading “STRATEGIC INITIATIVES – 
Capital Expenditure Program and Milwaukee Campus Improvement Plan”. 

Children’s Hospital – Fox Valley 

Children’s Hospital – Fox Valley is located on the campus of ThedaCare Medical Center (“TCMC”), an 
unaffiliated acute care adult hospital.  Children’s Hospital leases 25,366 square feet of space from TCMC 
to house its operations.  The lease term ends on December 31, 2023 and automatically renews for two 
additional periods of five years each unless either party provides the other party with 180 days’ prior 
written notice of nonrenewal prior to the then-applicable termination date.   

QUALITY ASSESSMENT AND PERFORMANCE IMPROVEMENT PLAN 

The Children’s Wisconsin Quality Assessment and Performance Improvement (“QAPI”) Plan outlines a 
comprehensive framework, philosophy and governance for quality. The QAPI Plan is updated annually 
and the Parent’s Board of Directors has ultimate accountability and responsibility for the quality of care 
and services provided. The QAPI Plan’s components represent the entire System pediatric enterprise, and 
therefore, drives integration across the organization. It meets the intent of regulatory requirements and 
requires performance monitoring to achieve outcomes. It focuses on culture change, learning and 
continuous strides to cross the quality chasm. 

QAPI Plan is developed in collaboration with staff, providers and leadership from across the System.  In 
addition to enhancing the culture of quality, the following priorities were identified for 2020: 

• Improve surgical and clinic processes and maintain current levels of safety and experience 
outcomes in the final design and construction phases of the Project (as defined below). 

• Decrease harm throughout the System as measured by the Harm Index, the primary measure of 
safety across the System. 

• Improve care provider efficiency, increase satisfaction in using the electronic health record 
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(“EHR"), and support improvement in key quality, safety and experience measures through the 
optimization of Children’s Wisconsin’s EHR system, Epic. 

• Continue to improve the Patient and Family Experience Program. 
• Integrate primary and specialty care services. 
• Execute on initiatives to meet the other quality focused targets, including decreasing length of 

stay in the hospital, increasing referrals from childhood developmental and adolescent depression 
screening in primary care, and improving medication reconciliation during hospitalizations. 

• Continue to maintain regulatory and accreditation compliance through continuous survey 
readiness processes. 

The portfolio of work in quality and performance improvement incorporates internal needs along with 
participation in national efforts to improve care and reduce harm. Children’s Hospital is engaged in a 
multicenter effort to reduce sepsis (severe infection) with the 130-member pediatric hospital Solutions for 
Patient Safety (“SPS”) network.  SPS has several work streams to reduce the most serious harm in 
hospitals including central line infections, surgical site infections and, most recently, a focus on 
improving employee and staff safety by reducing injury in the workplace. 

COMMUNITY BENEFIT 

Children’s Wisconsin recognizes its role and responsibility in improving community health and offers 
uncompensated, supportive health and educational programs and services to contribute toward the vision 
of Wisconsin’s children being the healthiest in the nation.  Children’s Wisconsin invests its resources into 
the communities it serves to help improve health care access, enhance community health and well-being 
and increase community members’ medical and health knowledge.  In 2019, Children’s Wisconsin 
invested more than $130 million in community benefits. 
 
Subsidized Services 

Children’s Wisconsin has a strong history and commitment to serve every Wisconsin child in need of 
services, irrespective of their ability to pay.  Approximately 52% of its patients are covered by Medicaid.  
 
Subsidized health services encompass several specialty care clinic programs, including mental and 
behavioral health services and child advocacy centers, which meet an identified community need that, if 
no longer offered, would be unavailable or become the responsibility of the government or another non-
profit organization to provide. Children’s Wisconsin’s specialty care services, like the Clinic for Special 
Needs and Child & Family Counseling, provide the unique care that children require from providers with 
a high level of expertise and training in pediatrics. 
 
Traditional charity care includes free or discounted health services provided to people who cannot afford 
to pay and who meet Children’s Wisconsin’s financial assistance policy criteria. 
 
Community Health Improvement Services 

Community health improvement services include programs that extend beyond patient care activities to 
improve community health. Children’s Wisconsin’s community-focused programming is extensive, 
including community health education such as car and booster seat outreach and education, injury 
prevention programs and e-learning health and wellness programs. Children’s Wisconsin also supports 
community navigators and school health nurses in Milwaukee to help connect families and students with 
resources to address social determinants of health and providing screenings, health education and medical 
care, including management of chronic health conditions. 
 



 

A-29 
 

Other examples of community health improvement services include public health initiatives implemented 
by the Children’s Health Alliance of Wisconsin, Project Ujima – Children’s Wisconsin violence 
prevention and intervention program, home visiting services, family case management to support kids’ 
well-being, foster care and adoption services, grief and bereavement programming, as well as resource 
centers for children and youth with special health care needs. 
 
Research 

As discussed above, CRI advances medical research for children in Wisconsin and beyond through state-
of-the-art pediatric health care and translational research programs. For more details on this, see the 
discussion under the heading “RESEARCH PROGRAMS”. 
 
Health Professions Education 

Children’s Wisconsin is the only free-standing children’s hospital in the state. Children’s Wisconsin 
trains more than 105 residents and fellows each year in a wide array of primary and specialty care 
programs. Children’s Wisconsin serves as a training site for many other health professionals including 
clinical nutrition, imaging, child life and more. For more details on this, see discussion under the heading 
“TRAINING PROGRAMS” above. Children’s Wisconsin staff share their expertise in caring for 
pediatric patients through education and trainings for other community health professionals.  
 
Other Community Benefits 

Children’s Wisconsin invests in community organizations and initiatives aimed at improving community 
health. Children’s Wisconsin supports its staff to participate in coalitions and boards to contribute to the 
health and well-being of Wisconsin communities. Additionally, community building activities include 
programs and activities that address the root causes of health problems such as poverty, homelessness, 
economic security and environmental issues.  Children’s Wisconsin participates in the YMCA Achievers 
program, in which organizations and businesses promote successful role models to inspire and positively 
influence young teens, as well the N.E.W. Mental Health Connection initiative, which aims to 
collaboratively create and improve an exceptional mental health system of care. 
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UTILIZATION, SERVICE AREA AND COMPETITION 

Utilization Statistics 

The following table sets forth utilization statistics of Children’s Wisconsin for the fiscal years ended 
December 31, 2017, 2018 and 2019, and the eight-month periods ended August 31, 2019 and 2020. 

TABLE A – 3 
Statistical Measures of Utilization 

 Eight Months Ended 
August 31, Year Ended December 31, 

 2020 2019 2019 2018 2017 
Inpatient Statistics      

Admissions 5,548 6,577 9,986 9,562 9,856 
Observation Days 3,205 3,877 6,077 5,817 5,268 
Inpatient Surgeries 1,841 2,250 3,346 3,403 3,707 
Medical Short Stay Days 2,723 3,357 4,846 5,178 5,128 
Patient Days 44,833 48,721 72,855 74,102 76,457 
Average Daily Census 183.7 200.5 199.6 203 209.5 
Average Length of Stay 8.1 7.4 7.3 7.8 7.8 
Case Mix Index 2.29 2.04 1.94 2.04 1.91 
Percentage of Occupancy 
(Milwaukee Campus)  61.2% 67.7% 67.5% 68.6% 69.9% 

Outpatient Visits      
Urgent Care Visits 28,157 34,241 57,560 42,391 36,308 
Outpatient Surgeries  8,283 11,208 16,521 15,655 15,547 
Telemedicine Visits 15,779 16 134 0 0 
Specialty Care 168,103 236,318 354,611 331,828 309,207 
Primary Care 158,554 202,861 310,595 291,030 282,771 

Total Outpatient Visits 378,876 484,644 739,421 680,904 643,833 
      

Children’s Hospital of 
Wisconsin Emergency 
Room 

32,601 45,435 70,709 68,093 70,424 

___________________________________ 
Source: Management 

Description of Service Area 

Children’s Wisconsin – Milwaukee’s primary service area is southeast Wisconsin.  It consists of seven 
southeastern Wisconsin counties, including Milwaukee, Waukesha, Ozaukee, Washington, Racine, 
Kenosha and Walworth counties.  For calendar years ended 2019 and 2018, 78% and 77%, respectively, 
of the total discharges at Children’s Wisconsin –Milwaukee were patients who originated from 
southeastern Wisconsin. Children’s Hospital’s remaining discharges for 2019 and 2018 originated from 
other regions. 
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The pediatric population (age 0–17) in Wisconsin and southeastern Wisconsin was 1.28 million and 
471,918 in 2018, respectively. Within Children’s Wisconsin’s primary service area, it is estimated that the 
pediatric population in southeastern Wisconsin and statewide will decrease by 1.9% and 1.4%, 
respectively, from 2018 to 2023. 

Pediatric Population Estimate 

 2018 2023 Projection 
Wisconsin 1,278,295 1,260,646  
Southeast WI 471,918 463,021 
Source:  SG2 Demographic Explorer (Nielsen) 
Population Estimates based on the 2010 Census  

Market Share and Competition 

Children’s Hospital – Milwaukee provides a broad range and depth of pediatric specialties and 
subspecialties in its role as the primary freestanding, pediatric, specialty hospital in Wisconsin.  The table 
below identifies those hospitals that provide the most significant competition to Children’s Hospital’s 
inpatient facilities, including their location, number of discharges and market share for the calendar years 
ending December 31, 2019, December 31, 2018 and December 31, 2017.  Collectively, these hospitals, 
including the Children’s Hospital inpatient facilities, represented 80.0% of the pediatric hospitalizations 
in Children’s Hospital’s service areas between January 1, 2019 and December 31, 2019.  The remaining 
20.0% of pediatric hospitalizations were from the pediatric units of general hospitals serving both 
children and adults located throughout Wisconsin.   

TABLE A – 4 
Pediatric Market Share by Hospital for the State of Wisconsin 

  FY 2019 FY 2018 FY 2017 

Hospital Location 

Pediatric 
Discharges 

(Total 
Hospitalizations) 

Market 
Share 

Pediatric 
Discharges 

(Total 
Hospitalizations) 

Market 
Share 

Pediatric 
Discharges 

(Total 
Hospitalizations) 

Market 
Share 

Children’s Wisconsin – 
Milwaukee Wauwatosa 10,825 45.2% 10,074 41.7% 10,276 41.5% 
Children’s Wisconsin – 
Fox Valley Neenah 585 2.4% 626 2.6% 516 2.1% 
Subtotal   11,410 47.6% 10,700 44.3% 10,792 43.6% 
        
UW Hospital & Clinic Madison 3,716 15.5% 4,128 17.1% 4,243 17.1% 
Marshfield Medical Center Marshfield 1,535 6.4% 1,673 6.9% 1,627 6.6% 
St. Vincent Green Bay 961 4.0% 946 3.9% 1,069 4.3% 
Gundersen Lutheran La Crosse 643 2.7% 687 2.8% 644 2.6% 
St. Mary’s Madison 515 2.1% 536 2.2% 587 2.4% 
All Saints Healthcare Racine 380 1.6% 509 2.1% 498 2.0% 
Subtotal  7,750 32.4% 8,479 35.1% 8,668 35.0% 
        
Other Hospitals in 
Wisconsin 

 
4,795 20.0% 4,953 20.5% 5,320 21.5% 

Total  23,955 100% 24,132 100% 24,780 100% 
        

Source: WHA IP, Total Observation, Emergency Observation data via Databay Navigate 
(Excludes mental health, OB, newborn and neonates) 
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Children’s Hospital has an 85.9% market share in Southeast Wisconsin based upon total discharges for 
calendar year 2019.  The table below reflects the seven largest pediatric providers in the Southeast 
Wisconsin region (excluding mental health, OB, newborn and neonates). 

TABLE A – 5 
Pediatric Market Share by Hospital for Southeast Wisconsin 

  FY 2019 FY 2018 FY 2017 

Hospital Location 

Pediatric 
Discharges 

(Total 
Hospitalizations) 

Market 
Share 

Pediatric 
Discharges 

(Total 
Hospitalizations) 

Market 
Share 

Pediatric 
Discharges 

(Total 
Hospitalizations) 

Market 
Share 

Children’s Wisconsin – 
Milwaukee Wauwatosa 8,671 85.9% 8,105 82.4% 8,284 81.5% 
Subtotal  8,971 85.9% 8,105 82.4% 8,284 81.5% 
        
Wheaton Franciscan 
Healthcare – All Saints Racine 379 3.8% 507 5.2% 495 4.9% 
Kenosha Medical Center Kenosha 284 2.8% 354 3.6% 454 4.5% 
Waukesha Memorial 
Hospital Waukesha 69 0.7% 67 0.7% 77 0.8% 
Community Memorial 
Hospital 

Menomonee 
Falls 74 0.7% 100 1.0% 100 1.0% 

Froedtert Health St. 
Joseph Hospital West Bend 100 1.0% 111 1.3% 107 1.1% 
UW Hospital & Clinic Madison 98 1.0% 123 1.3% 107 1.1% 
Subtotal  704 9.9% 1,262 12.8% 1,327 13.1% 
        
All Others in Southeast 
WI 

 
419 4.2% 471 4.8% 548 5.4% 

Total  10,094 100.0% 9,838 100.0% 10,167 100.0% 
        

Source: WHA IP, Total Observation, Emergency Observation data via Databay Navigate 

FINANCIAL INFORMATION 

Summary of Financial Results 

The summaries of consolidated operations and consolidated balance sheets for and as of fiscal years 
ended December 31, 2019, 2018 and 2017, have been derived from the audited consolidated financial 
statements of Children’s Wisconsin, which have been audited by Deloitte & Touche LLP, the independent 
auditors.  The audited consolidated financial statements include the Parent and its controlled affiliates. 
Children’s Hospital and the Foundation are the only Members of the Obligated Group. 

The financial and operating information presented below has been prepared from records maintained by 
Children’s Wisconsin. All financial data in the Summary of Consolidated Operations for the eight months 
ended August 31, 2020 and 2019, are unaudited.  All statistical data presented is unaudited.  Accordingly, 
the data does not include all of the information and footnotes required by generally accepted accounting 
principles for complete financial statements.  The interim financial statement summaries should be read in 
conjunction with the audited consolidated financial statements as of and for the year ended December 31, 
2019, set forth on Appendix B to this Official Statement.  Interim financial information for the eight-
month period ending August 31, 2020 is not necessarily indicative of the results for the fiscal year ending 
December 31, 2020. 
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Of note, in 2019, the Parent adopted the Financial Accounting Standards Board (“FASB”) Accounting 
Standards Update (“ASU”) 2016-02, Leases, which requires a lessee to recognize on the balance sheet 
assets and liabilities for rights and obligations created by leased assets with lease terms of more than 12 
months. The Parent reported a lease liability and lease asset of $80,671,000 and $72,114,000, 
respectively, as of December 31, 2019.  The effect on the financial results was not significant. The 2018 
and 2017 financial statements do not reflect the adoption of this ASU. 

The following table sets forth the total operating revenues, operating income and excess of revenues over 
expenses attributed to Children’s Wisconsin for the fiscal years ended December 31, 2019, 2018, and 
2017 and the eight-month periods ended August 31, 2020 and 2019. 

[Remainder of Page Intentionally Left Blank]
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TABLE A – 6 
Children’s Wisconsin 

Consolidated Statements of Operations 
(dollars in thousands)  

       
 Eight Months Ended 

August 31, Year Ended December 31, 
Operating Revenue: 2020 2019 2019 2018 2017 
Net patient service revenue $ 476,799 $ 512,959 $ 785,620 $ 728,374 $ 685,867 
Premium revenue 262,502 245,465 365,397 461,408 278,347 
Other 131,273 67,951 121,332 102,274 103,154 
 Total Operating Revenues 870,574 826,375 1,272,349 1,292,056 1,067,368 
      
Operating Expenses:      

Salaries  251,428 239,535 365,767 348,683 331,110 
Employee benefits 61,420 66,213 102,765 99,160 86,995 
Medical and pharmaceutical supplies 75,557 66,881 109,553 89,243 81,325 
Non-medical supplies and other 17,356 19,642 30,734 31,793 27,941 
Net medical claims expenses 168,384 176,855 259,700 335,916 214,467 
Provider tax 6,891 7,330 10,622 10,751 10,867 
Purchased services and professional fees 90,486 87,758 135,369 133,641 113,757 
Operation and maintenance of facilities 28,689 28,028 42,183 39,433 37,332 
Medical College of Wisconsin and 

resident fees 35,768 32,924 58,678 55,518 46,664 
Depreciation 39,805 41,954 62,817 63,178 60,552 
Interest 6,164 7,879 11,554 12,807 13,374 

 Total Operating Expenses 781,948 774,999 1,189,742 1,220,123 1,024,384 
      
Operating Income 88,626 51,376 82,607 71,933 42,984 
      
Nonoperating Income (Expenses)      

Investment income 36,371 19,139 37,670 52,229 35,866 
Change in net unrealized gains and losses 

on investments 43,459 89,926 126,158 (81,021) 54,827 
      
Loss on early extinguishment of debt 
Other (3,678) (2,440) (3,908) (2,768) 

(16,061) 
319 

Net Nonoperating Income 
(Expenses) 76,152 106,625 159,920 (31,560) 74,951 

Excess of Revenue over Expenses 164,778 158,001 242,527 40,373 117,935 

Net assets released from restrictions – 
capital acquisitions 320 575 2,747 1,706 4,689 

Pension-related changes other than net 
periodic pension cost  -- -- (24,748) (4,233) (217) 

Assets restricted for donor match                 --                 --                   --                    -- (5,000) 

Increase in Net Assets without donor 
restrictions $ 165,098 $ 158,576 $ 220,526 $ 37,846 $ 117,407 
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TABLE A – 7 
Children’s Wisconsin 

Consolidated Balance Sheets 
(dollars in thousands) 

August 31, December 31, 

2020 2019 2019 2018 2017 

Assets 
Current Assets: 

Cash and cash equivalents  $ 258,413 $ 215,419 $  220,566 $ 216,475 $ 186,057 
Patient accounts receivable, less 
allowance for uncollectible accounts 

95,508 102,693 97,094 89,492 89,086 

Other receivables 81,477 48,401 65,645 36,213 38,517 
Inventory of supplies 15,194 10,083 13,602 10,599 10,312 
Prepaid expenses 18,964 14,541 22,560 18,258 12,582 

Total Current Assets 469,556 391,137 419,467 371,037 336,554 
Investments 1,195,666 1,055,655 1,123,287 934,581 860,244 
Assets Limited as to Use: 

Limited under bond indenture for 
capital additions 0 46,572 28,447 93,085 100,042 
Temporarily restricted by donors 79,001 58,976 78,994 53,638 57,039 
Permanently restricted by donors 209,753 191,457 203,767 174,533 183,692 

Total Assets Limited as to Use 288,754 297,005 311,208 321,256 340,773 
Property and Equipment - Net 591,028 486,461 514,817 456,129 456,037 
Lease Assets 65,355 73,537 72,114 
Other Assets   26,830  23,348  28,156  18,425  19,825 
Total 2,637,189 2,327,143 2,469,049 2,101,428 2,013,433 

Liabilities and Net Assets: 
Current Liabilities: 

Accounts payable 41,872 44,200 53,105 49,041 41,032 
Accrued expenses: 

Salaries and benefits 46,182 36,921 54,345 50,857 43,643 
Personal leave benefits 29,749 26,984 26,142 25,251 24,113 
Interest 581 599 4,946 4,958 622 

Estimated third-party payor settlements 1,130 1,950 699 1,145 1,534 
Current installments of long-term debt 
Short term lease liability        

6,905 
12,316 

6,790 
10,702 

6,845 
11,253 

6,690 6,295 

Claims payable and other current 
liabilities 99,352 73,763 84,768 78,486 44,583 

Total Current Liabilities 238,087 201,909 242,103 216,428 161,822 

Other long-term liabilities 64,519 55,284 63,485 57,723 46,028 
Accrued pension 
Long term lease liability 

36,332 
61,219 

35,691 
68,440 

36,478 
69,418 

37,287 33,414 

Long-Term Debt – less current 
installments  352,741  346,897  344,365  351,906  359,371

Total Liabilities 752,898 708,221 755,849 663,344 600,635 

Net Assets:
Without donor restrictions 
With donor restrictions 

1,595,537 1,368,489 1,430,439 1,209,913 1,172,067 

 Restricted by purposes 79,001 58,976 78,994 53,638 57,039 
 Restricted in perpetuity 209,753 191,457 203,767 174,533 183,692 

Total Net Assets 1,884,291 1,618,922 1,713,200 1,438,084 1,412,798 

Total 2,637,189 2,327,143 2,469,049 2,101,428 2,013,433 
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Financial Ratios 

TABLE A – 8 
Financial Ratios – Children’s Wisconsin 

 Eight Months Ended August 31, Year Ended December 31, 
 2020 2019 2019 2018 2017 
Days cash on hand(1) 478 421 435 363 396 
Operating margin 10.2% 6.2% 6.5% 5.6% 4.0% 
Operating cash flow margin 15.5% 12.2% 12.3% 11.4% 11.0% 
Cash to debt 420.0% 359.4% 382.6% 321.0% 286.1% 
Debt to capitalization 17.8% 20.5% 19.7% 22.9% 23.8% 
Average age of plant(2) 8.8 years 7.8 years 8.2 years 7.5 years 7.6 years 
MADS coverage(3) -- -- 9.4x 9.7x 6.7x 
Pro forma MADS Coverage(4) -- -- 7.6x 7.8x 5.4x 
____________________________________________________________ 

Source:  Management. 
(1) Days cash on hand is calculated in accordance with the Master Indenture. 
(2) Average Age of Plant equals Accumulated Depreciation/Depreciation Expense. 
(3) MADS (Maximum Annual Debt Service) is calculated using the maximum debt service due in any fiscal year. 
(4) Pro forma MADS coverage is calculated assuming the issuance of the Series 2020 Bonds. 

Effect of COVID on Operations 

In March 2020, the World Health Organization declared COVID-19 a pandemic (the “Pandemic” or 
“COVID-19”). During the same month, the U.S. President declared COVID-19 a national emergency, 
and on March 12, the Wisconsin Governor issued Emergency Executive Order 72 declaring COVID-19 a 
public health emergency with the objective to curtail the spread of the virus and make additional 
resources available.  This was followed by a variety of actions, including school closures, limits on the 
size of gatherings and, ultimately, a stay-at-home order that further limited business operations to those 
deemed essential. On March 17, in response to the U.S. Surgeon General's directive for hospitals to stop 
elective procedures to both preserve personal protective equipment (“PPE”) and limit the spread of 
COVID-19, Children’s Wisconsin canceled non-time sensitive procedures; closed or significantly limited 
outpatient services and operations; and invested resources to expand digital appointments and offerings.  
Early efforts during the pandemic focused on responding to and sustaining safe operations by protecting 
workforce and patients, strengthening clinical operations, planning for a possible surge of patients, 
supporting the community and ensuring financial stewardship.   

In late March, Children’s Wisconsin focused on protecting the workforce with additional occupational 
health resources, transitioning approximately 25% of the workforce to remote locations, instituting 
appropriate precautions to protect patients and workforce as well as supporting employees through more 
liberal use of paid time off to manage staff to the reduced volumes.  Children’s Wisconsin utilized a 
command center to track clinical operations including enhancing PPE use, deferring any non-emergent 
procedures, preparing patient placement to provide negative pressure rooms as needed in the event of a 
community surge, increasing the digital telehealth capabilities and focusing on offering needed mental 
health services. To ensure financial sustainability, Children’s Wisconsin paused many capital projects as 
well as focused on expense management to conserve cash wherever feasible.  This included increased 
philanthropy efforts (discussed earlier under “PHILANTHROPY”) and securing government 
appropriations such as Provider Relief Funds described below.  In addition, Children’s Hospital secured a 
364-day $100,000,000 revolving line of credit agreement with U.S. Bank National Association (the 
“Revolving Credit Facility”) in June 2020 to provide additional liquidity and ensure cash needs could be 
met on short notice. As of the date of this Official Statement, no portion of the Revolving Credit Facility 
has been drawn.  
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As the stay–at-home order in Wisconsin ended in May, recovery efforts were initiated regionally and 
Children’s Wisconsin responded by resuming ambulatory surgeries and increasing in-person outpatient 
encounters, accordingly.  The opening plan included a focus on safety for patients and employees that 
included additional testing capabilities, focus on patient levels where enhanced PPE and distancing could 
keep these populations safe, supply chain ramp-up and expansion of staff resources as well as supporting 
telehealth visits wherever feasible. The opening plan allowed Children’s Hospital to respond efficiently 
and quickly to reschedule clinical visits and surgeries to provide necessary patient care. 

Under the CARES Act, Children’s Hospital and CMG received $40.8 million in Provider Relief Fund 
(“PRF”) payments from the Department of Health and Human Services’ general distributions that 
occurred between April and August 2020 (the PRF are recognized in the statement of operations as part of 
other operating revenue once the funding was received and attested). It is management’s expectation that 
Children’s Hospital will comply with the terms and conditions of the associated PRF funding and, as a 
result, repayment is not currently expected.  In addition, Children’s Wisconsin has taken advantage of the 
CARES Act allowance to defer employer payroll tax from April 1, 2020 to December 31, 2020 and plans 
to repay these over the next two calendar years. 

COVID-19 has had a negative impact on the financial operations of Children’s Wisconsin provider 
entities, specifically the Hospital, Surgicenter, CMG and Children’s Urgent Care for the year through the 
September 2020. Volumes for critical and specialty care patients remained at or near historical levels 
through the second quarter. However, other inpatient care decreased marginally and routine procedures 
and clinic visits significantly declined in the second half of March and in April. Volumes steadily 
increased in May and June, but remained much lower than historical volumes. Volumes in July through 
August have stabilized with most areas remaining below historical levels.  The full scope of COVID-19 
and any adverse impact on the Children’s Wisconsin finances and operations cannot be fully determined 
at this time.   

Children’s Wisconsin 
2020 Monthly Utilization as Percentage of 2019 Monthly Utilization  

 
METRICS COMPARISON 

January February March April May June July August 

         
PATIENT DAYS 96.4% 128.3% 93.3% 75.8% 87.7% 80.2% 90.1% 89.6% 
         
CHW SURGICAL CASE 101.5% 106.6% 62.1% 39.2% 64.6% 91.1% 81.7% 83.7% 
SGP SURGICAL CASE 112.3% 116% 57.2% 0.00% 33.5% 83.2% 72.8% 73.5% 
TOTAL SURGICAL CASE 104.3% 109.3% 60.8% 28.9% 56.2% 89.6% 79.5% 81.1% 
         
EDTC VISITS 120.4% 136.5% 74.3% 29.6% 41.5% 56.5% 68.0% 68.6% 
         
AMBULATORY VISITS 117.0% 108.8% 58.1% 14.6% 35.4% 82.7% 82.7% 81.3% 
         
PRIMARY CARE VISITS 122.6% 117.5% 69.8% 21.0% 44.8% 87.5% 89.1% 80.4% 
URGENT CARE 177.2% 182.0% 71.7% 25.2% 36.3% 49.9% 87.9% 71.6% 
TOTAL URGENT CASE & 
PRIMARY CARE 

129.6% 126.1% 70.1% 21.7% 43.5% 82.0% 88.9% 79.3% 

 

In addition to decreased volumes, Children’s Wisconsin experienced increased supply costs as additional 
PPE was needed. The additional cost was compounded, as prices for the supply costs increased due to 
global demand and an unstable supply chain. Children’s Wisconsin also maintained pay continuity to all 
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employees from March 15 to April 18, 2020. This was done in part to maintain the workforce and ensure 
that necessary staff were available to provide services to families in need. In response, the System took 
steps to control spending including reducing capital expenses, staffing to clinical volumes, freezing non-
essential hires and a compensation reduction for senior leadership. Children’s Wisconsin’s investment 
portfolio suffered unrealized losses as the market value declined in March. However, at the end of the 
second quarter, it had significantly recovered. 

Management expects COVID-19 to continue to have a negative impact on near-term financial operations. 
Additional opportunities for funding will be pursued and expense management and mitigation strategies 
will continue; however, several unknowns make forecasting difficult, including, but not limited to, the 
length and potential re-emergence of COVID-19, the associated level of attrition in non-emergent and 
non-urgent procedures; expense increases and acceleration; impact of changes in payer mix, potential rise 
in underinsured and uninsured patients, need for charity care, overall consumer confidence for health care 
services, and the effect of an economic downturn on demand for non-time-sensitive procedures and 
disruptions of the billing cycle.  

Children’s Wisconsin entered the COVID-19 response in solid financial health with a strong balance 
sheet and better than forecasted results for the first twelve weeks of 2020. Children’s Wisconsin has 
adequate cash and cash equivalents at the operating entities to provide liquidity for an extended period of 
time and has taken steps to protect fiscal health, including closing on the Revolving Line of Credit. The 
System continues to pursue COVID-19 related financial support opportunities, but, as noted above, the 
rapidly evolving and ongoing nature of COVID-19 makes it difficult to forecast the operations and 
financial position of the System in the near term. Capital plans continue to be evaluated and all projects 
not connected to patient care or safety are being deferred.   

Management’s Discussion and Analysis of Financial Performance 

Eight Months Ended August 31, 2020 

The eight months ended August 31, 2020 closed with operating income of $88,626,000 compared to 
$51,376,000 in 2019. The 2020 results are largely driven by the operating performance of Children’s 
Health Plan.  

Revenue 

Children’s Wisconsin total system-wide total Operating Revenue increased in 2020 compared to 2019 by 
$44,199,000 or 5.3% from an increase in Other Revenue and Premium Revenue of $80,359,000 offset by 
Net Patient Service Revenue (“NPSR”) decreasing by $36,160,000 or 7.0%. Other Revenue increased 
due to $40.8 million of CARES Act PRF received, and from an increase in revenue from the acquisition 
of Skywalk Pharmacy that occurred in July 2019. Also, CCHP's operating revenue increased 6.9% or 
$16,901,000 in 2020 compared to 2019 despite lower overall enrollment. This was due to increased 
Capitation rates for the Medicaid Product. Children’s Hospital and CMG accounted for the majority of the 
decrease NPSR primarily from decreased inpatient volumes and outpatient visits driven by COVID-19 
related impacts and appointment cancellations.  

Operating Expenses 

Operating Expenses were $6,949,000 or 0.9% higher than the prior year. The largest increase was due to 
the addition of Skywalk Pharmacy with total expenses of $16,212,000. CCHP accounted for the largest 
decrease of $7,656,000 or 3.4% driven by Net Medical Claims Expense decreasing due to lower 
utilization due to the effect of the Pandemic. Salaries increased by $11,893,000 or 5.0% due to annual 
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merit and market increases in addition to planned FTE increases. Employee Benefits as a percent of 
salaries was 24.4% through August 2020 compared to 27.6% in 2019 due to lower health and pharmacy 
claims. Medical and Pharmaceutical Supplies as a percentage of NPSR was 15.8% in 2020 and 13.0% in 
2019 with the higher expense in 2020 driven by the use of higher cost specialty drugs and certain medical 
supplies. Offsetting these increases, interest and depreciation expense decreased 7.8% due to the timing 
and deferral of capital purchases. 

Nonoperating Income (Expenses) 

Children’s Wisconsin reported net non-operating income of $76,152,000 in 2020 compared to net non-
operating income of $106,625,000 in 2019. This decrease is primarily due to a 52% reduction in 
unrealized gains on investment during the first eight months of 2020.   

Other Activity 

Children’s Wisconsin continues to have a strong balance sheet as evidenced by its level of liquidity and 
low debt. Days cash on hand increased from 435 days at December 31, 2019 to 478 days at August 31, 
2020. Total cash and investments increased by $110,226,000 due to strong operating performance at 
CCHP and CARES Act funding (received to offset losses at Children’s Wisconsin’s entities providing 
services). Cash to debt and debt to capitalization metrics were 420.0% and 17.8% at August 31, 2020 
compared to 382.6% and 19.7% at December 31, 2019, respectively. 

Children’s Wisconsin’s portfolio of investments continues to be invested entirely in fixed income 
securities, while the Foundation's investment portfolio is diversified with approximately 62% in a variety 
of equity funds, 34% in fixed income, and 4% in alternative investments, as of August 31, 2020. 
Management, with oversight by the Investment Subcommittee, continually monitors the investment 
portfolio and the investment allocations. The Investment Subcommittee continues to evaluate potential 
alternative investment options. As of August 31, 2020, $113.8 million has been committed in alternative 
investments, with $42.7 million funded. 

In February 2019, the Parent and Children’s Hospital’s Board of Directors approved a resolution to 
terminate the frozen Parent and Community Services defined benefit pension plans. In July 2019, the 
Notice of Intent to Terminate was delivered to participants of both plans. The process is expected to be 
completed later in 2020 with an expected minimal impact to cash. 

Capital expenditures of $111,392,000 were primarily related to Milwaukee campus master facility plan 
improvements, along with medical equipment purchases. 

Fiscal Year Ended December 31, 2019  

For the twelve months ending December 31, 2019, operating income was $82,607,000 compared to 
$71,933,000 in 2018. The increased operating income in 2019 was largely driven by increased NPSR at 
Children’s Hospital and CMG.  

Revenue 
 
System Operating Revenue decreased in 2019 compared to 2018 by $19,707,000 or 1.5%. The decrease 
was largely due to CCHP’s commercial exchange planned enrollment decline which accounted for 
$96,011,000 of the decrease. Enrollment is dependent year-to-year on market and policy changes. This 
was offset by an increase in NPSR of $57,246,000 from increased revenue at Children’s Hospital and 
CMG. Children’s Hospital’s NPSR increased 5.5% or $37,989,000 in 2019 compared to 2018, due to 
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increased volumes in the Milwaukee Hematology/Oncology unit along with increased inpatient ancillary 
services, such as pharmacy and lab.  In addition, System outpatient revenue was higher in 2019 due to 
increased specialty, primary care, and urgent care visits. 

Operating Expenses 
 
Operating Expenses were $30,381,000 or 2.5% lower than the prior year. CCHP accounted for the largest 
decrease in operating expenses due to the lower enrollment mentioned above and Net Medical Claims 
Expenses having decreased by $76,216,000 or 22.7%. Offsetting this decrease, other operating expenses 
increased 5.2% due to planned salary and benefit increases along with increased medical supplies driven 
by increased ancillary volumes. 

Salaries increased $17,084,000 or 4.9% due to annual merit and market increases. Employee Benefits as a 
percent of Salaries was 28.1% in 2019 compared to 28.4% in 2018, driven by higher health and pharmacy 
claims. Medical and pharmaceutical supplies as a percentage of NPSR was 13.9% in 2019 and 12.3% in 
2018 with the higher expense in 2019 driven by the use of higher cost specialty drugs.  

Nonoperating Income (Expenses) 
 
Children’s Wisconsin reported net nonoperating income of $159,920,000 in 2019 compared to a 
nonoperating loss of $(31,560,000) in 2018. This increase is from higher returns on the investment 
portfolio at the Foundation during 2019. 

Other Activity 
 
Children’s Wisconsin continues to have a strong balance sheet as evidenced by its level of liquidity and 
low debt. Days cash on hand increased from 363 days at December 31, 2018 to 435 days at December 31, 
2019 which can be attributed primarily to the improved investment returns and increased operating 
income in 2019. Total cash and investments increased by $192,797,000 due to positive operating 
performance. Cash to debt and debt to capitalization metrics were 382.6% and 19.7% in 2019 compared 
to 321.0% and 22.9% in 2018, respectively. 

Capital expenditures of $122,936,000 were primarily related to Milwaukee campus master facility plan 
improvements along with medical equipment purchases.   

Fiscal Year Ended December 31, 2018 

Children’s Wisconsin experienced strong operating results in 2018. All areas of Children’s Wisconsin 
performed positively, but the largest increase in operating income resulted from the 2017 launch of 
CCHP’s new commercial exchange product in 2017 that experienced a large enrollment increase in 2018. 
CCHP enrollment, growth in primary care and urgent care visits, and maintained use of inpatient and 
specialty services resulted in Children’s Wisconsin closing 2018 with operating income of $71,933,000, 
compared to $42,984,000 in 2017. 
 
Revenue 
 
Total Operating Revenue increased in 2018 over 2017 by $224,688,000 or 21%. CCHP’s commercial 
exchange enrollment growth accounts for the majority of the increase. Enrollment is somewhat volatile 
year-to-year based on market changes and possible policy changes. Children’s Hospital’s total operating 
revenue increased 5.5% in 2018 compared to 2017. This was driven by an increase in outpatient visits and 
an increase in overall reimbursement driven by a lower government payer mix. 



 

A-42 
 

 
Operating Expenses 
 
Operating Expenses were $195,739,000 or 19.1% more than the prior year. CCHP accounted for the most 
significant difference as a result of the increased enrollment. Net Medical Claims Expenses for CCHP 
increased by $121,449,000 or 56.6%. Purchased Services and Professional Fees increased by $19,884,000 
or 17.5%, again primarily to support CCHP enrollment increases.  
 
Salaries increased $17,573,000 or 5.3% due to annual merit and market increases as well as clinical staff 
additions to support volume growth and strategic initiatives. Employee Benefits as a percent of Salaries 
was 28.4% in 2018 compared to 26.3% in 2017, driven by higher health claims and pension costs. 
 
Non-operating Income (Expenses) 
 
Children’s Wisconsin reported net nonoperating loss of $31,560,000 in 2018 compared to $74,951,000 in 
2017. This decrease is primarily due to the volatile stock market and a lower return on the investment 
portfolio of the Foundation during 2018. 
 
Other Activity 
 
Children’s Wisconsin continues to have a strong balance sheet as evidenced by its level of liquidity and 
low debt. Days cash on hand decreased from 396 days at December 31, 2017 to 363 days at December 31, 
2018; however, total cash and investments increased by $104,755,000. The increase in total cash and 
investments was due to positive operating performance while days cash decreased due to investment 
performance and an increase in daily operating expenses as a result of the significant enrollment increase 
in CCHP's commercial exchange product. Cash to debt and debt to capitalization metrics were 321.0% 
and 22.9% in 2018 compared to 286.1% and 23.8% in 2017, respectively.  

Capital expenditures of $61,736,000 were primarily related to Milwaukee campus improvements along 
with medical equipment purchases.  

INDEBTEDNESS 

Upon the execution of the 2020 plan of finance described in the Official Statement, Children’s Hospital’s 
will have outstanding debt of approximately $454,530,000 (which includes the Series 2020 Bonds, Series 
2017 Bonds and the 2017 Taxable Bank Loan). In addition, Children’s Hospital has available a $100 
million variable rate Revolving Credit Facility that does not currently have any advances outstanding 
under. 

[Remainder of Page Intentionally Left Blank] 
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Historical Debt Service Coverage Ratio – Obligated Group 

The following table sets forth the Obligated Group’s historical debt service coverage ratio for each of the 
fiscal years ended December 31, 2017, 2018 and 2019.  The calculations below use the definitions from 
the Master Indenture. 

Obligated Group Historical Debt Service Coverage Ratio  
(dollars in thousands) 

  
For the Years Ended December 31,  

2019 2018 2017 
    
Excess of revenue over expense 262,238  58,557  168,794 
Adjustments:    
 Depreciation and amortization 55,798  56,404  54,379  
 Interest on funded indebtedness 11,530   12,807  13,372  
 Change in net unrealized gains and losses on investments (125,211) 80,682  (54,714) 
    
Loss on early extinguishment of debt 
Loss on disposal of property and equipment 

--- 
698  

--- 
96  

16,061 
642 

Income available for debt service 205,053 208,546  198,534  
Debt service requirements 20,399   15,830  25,032  

Historical debt service coverage ratio 10.1x  13.2x  7.9xx  

Liquidity, Investment Portfolio, Policies and Asset Allocation 

Liquidity – Obligated Group.  The following table shows the Obligated Group’s days cash on hand as 
of the fiscal years ended December 31, 2019, 2018 and 2017, and as of August 31, 2020 and 2019.  The 
calculations below use the definitions from the Master Indenture. 

Obligated Group Days Cash on Hand 
(dollars in thousands) 

 Eight Months Ended 
August 31, Year Ended December 31, 

 2020 2019 2019 2018 2017 
Unrestricted Cash on Hand:      

Cash and cash equivalents $ 95,910 $ 104,821 $ 95,297 $ 96,649 $ 140,279 
Unrestricted unencumbered 

marketable investments 1,158,750 1,020,919 1,087,384 900,711 827,900 

 $ 1,254,660 $ 1,125,740 $ 1,182,681 $     997,360 $ 968,179 
Expenses:      

Total operating expenses $ 459,407 $ 456,200 $ 702,432 $ 673,801 $ 621,967 
Less – depreciation and amortization (35,249) (37,249) (55,798) (56,404) (54,379) 

 $ 424,158 $ 418,951 $ 646,634 $ 617,397 $ 567,588 

Days of Unrestricted Cash on Hand 722 653 668 590 623 
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Investment Portfolio and Policies.  The Investment Subcommittee is a sub-committee of the Finance 
Committee of the System and provides oversight of the Investment Portfolio.  The Investment Portfolio 
consists of operating funds (unrestricted cash, cash equivalents and investments) and donor-restricted and 
Board-designated endowment funds within the investment portfolio of the Foundation. 

The Foundation’s primary objective for endowment funds is to optimize the total return of Foundation 
funds and preserve capital within stated parameters, and, secondarily, to generate current income.  The 
Investment Subcommittee evaluates an investment manager’s performance against their respective 
benchmark. 

The Foundation targets a long-term asset allocation mix of approximately 65% risk assets (defined as the 
sum of equities and alternatives) with the balance in fixed-income securities.  The Investment 
Subcommittee monitors and controls the distribution of investments among its selected investment 
managers to maintain a maximum-minimum range of 70%–50% for equities, 10%–0% for alternative 
investments, and 50%–20% for fixed-income securities.  The diversification of securities held in each 
investment manager’s portfolio, among sectors and issuers, is the responsibility of each investment 
manager, consistent with the market objectives identified at the time of the initial investment.  Each 
investment manager is expected to diversify the portfolio sufficiently to minimize the risk of a large loss 
from a single security or from the securities of a single issuer. 

Investment securities, in general, are exposed to various risks, such as interest rate, credit, and overall 
market volatility.  Due to the level of risks associated with certain investment securities, it is reasonably 
possible that changes in the value of investments could occur in the near term and that such changes could 
materially affect the amounts reported in Children’s Wisconsin’s consolidated financial statements. 

Investment Portfolio Asset Allocation.  The Investment Portfolio’s asset allocation as of August 31, 
2020, is shown in the following chart:  

Investment Portfolio Asset Allocation 
(dollars in thousands) 

Asset Class  
Percent of Fair Value at 

August 31, 2020 
Cash            $ 258,413 17.8% 
Fixed Income 565,528 38.9% 
Domestic Equity 484,686 33.3% 
Foreign Equity 102,788 7.1% 
Alternative Investments 42,664 2.9% 

TOTAL $         1,454,079 100% 
 
For additional information on Children’s Wisconsin’s investments, see Footnote 3 in Appendix B – 
“Audited Financial Statements of Children’s Wisconsin for the Fiscal Years Ended December 31, 2019 
and 2018.” 

Sources of Patient Service Revenue 

Payments on patient accounts are received from numerous third parties and, to a lesser extent, from the 
parents or guardians of the patients.   

The following table summarizes the percentage of net revenue generated by payor for the years ended 
December 31, 2019, 2018, and 2017. 
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Children’s Hospital 
Payor Mix – Net Revenue 

(As of Fiscal Years Ended December 31) 

Payor 2019 2018 2017 
Commercial 71.3% 72.5% 69.2% 
Medicaid and 

Medicaid HMO 27.0% 26.0% 29.1% 
Other Government 0.9% 1.0% 1.1% 
Self Pay 0.8% 0.5% 0.6% 

TOTAL 100.0% 100.0% 100.0% 
    

ACCREDITATION AND MEMBERSHIPS 

Children’s Hospital and Surgicenter are accredited by The Joint Commission.  The Joint Commission no 
longer schedules accreditation surveys, rather, The Joint Commission conducts unannounced surveys. The 
most recent triennial unannounced surveys were: 

• June 2019 – Children’s Surgicenter of Greater Milwaukee 

• May 2019 – Children’s Milwaukee Campus 

• July/August 2018 – Children’s Fox Valley 

After these visits, accreditation was renewed for three years.  

Children’s Wisconsin also maintains active membership or affiliations with the following organizations:  
The American Hospital Association; MCW, MRMC, Children’s Hospital Association; Solutions for 
Patient Safety, and the Wisconsin Hospital Association. 

Children’s Hospital holds three Certificates of Approval (licenses) to operate its hospitals in Milwaukee 
and Neenah, issued by the State of Wisconsin Department of Health and Family Services. Children’s 
Hospital also is subject to federal, state, and local regulation and periodic inspection and the review of 
adequacy of fire prevention methods and other building standards, as well as State of Wisconsin hospital 
requirements and Medicaid and Medicare conditions of participation.   

INSURANCE 

Children’s Wisconsin maintains a comprehensive insurance program.  A summary of the major coverage 
is as follows: 

General and Professional Liability 

Children’s Wisconsin carries general and professional liability insurance through The Medical Protective 
Company (“MedPro”) at limits of $1,000,000/occurrence and $3,000,000/aggregate.  The coverage is 
provided on an occurrence form.  The umbrella liability insurance policy that provides excess coverage 
for general liability, auto, non-owned aircraft liability, and employer’s liability is in place through 
MedPro with an annual limit of $25,000,000.   

Excess professional liability insurance coverage is provided to Children’s Wisconsin on an occurrence 
basis through the Wisconsin Injured Patients and Families Compensation Fund (“Fund”), which was 
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created by legislative enactment in 1975. To be eligible for Fund coverage, Children’s Wisconsin must 
file a Certificate of Insurance with the Fund showing primary professional liability insurance coverage 
has been secured at the levels defined in Chapter 655 of the Wisconsin Statutes ($1,000,000/$3,000,000).  
Annual Fund premium rates are set by the Board of Governors with the approval of the state legislature 
and are based on expected losses and the overall financial position of the Fund.  As long as Children’s 
Wisconsin pays the annual Fund assessment and complies with the rules regarding primary insurance 
coverage, Children’s Wisconsin cannot, in accordance with Wisconsin Statutes, be liable for malpractice 
claims in excess of the professional liability limit on the underlying insurance policy. 

Property 

Children’s Wisconsin carries comprehensive all-risk property insurance, including business interruption 
coverage, on all owned buildings, on tenant improvements at all locations, and on all personal property.  
The blanket limit is $1,750,000,000, with some applicable sublimits.   

Other Coverage 

Children’s Wisconsin also maintains insurance coverage for the following:  executive liability (directors 
and officers liability with employment practices liability, fiduciary liability, and crime), worker’s 
compensation, cyber liability, automobile, storage tank liability and non-owned aircraft.   

Integrated Project Insurance Program (“IPIP”) 

Children’s Hospital of Wisconsin, Inc., as owner, arranged for MCIP to be insured under an IPIP (a wrap-
up insurance program) during design and construction. Instead of the insurance for MCIP being provided 
through a traditional program where the owner, the general contractor, the architect, and the 
subcontractors each carry their own insurance to cover their liabilities related to the construction project, 
the IPIP provides coverage – under one policy – for all eligible parties’ liability arising from their work 
on MCIP. The coverages in the IPIP include commercial general liability, excess liability, project 
professional liability, builder’s risk, and contractor’s pollution liability. 

EMPLOYEES  

Children’s Wisconsin employs 5,895 employees (approximately 4,571 full-time equivalent positions).  
None of the employees is represented by a labor organization.  Currently, Children’s Wisconsin has a 
stable workforce with an approximate 2.12% nursing vacancy rate and 3.89% system rate.  The voluntary 
turnover rate through the second quarter of 2020 is 4.8%. 

As discussed earlier under the heading “FINANCIAL INFORMATION – Impact of COVID on 
Operations”, no layoffs or furloughs have been made to date due to COVID-19. 

EMPLOYEE BENEFITS 

A noncontributory defined benefit pension plan covers full-time employees of Children’s Wisconsin hired 
before December 31, 2009; at which time the pension plan was frozen to new participants.  Community 
Services also sponsors a defined benefit pension plan that covered substantially all Community Service 
employees employed prior to the plan’s curtailment effective December 31, 2004.  

A resolution to terminate the Parent and Community Services frozen pension plans was approved by the 
Board of the Parent in February 2019. Lump sum distributions and the transfer of the remaining liabilities 
to an insurer began in September 2020. In September 2020, cash contributions of $6.5 million were made 
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to the two plans to complete the transfer of assets and liabilities.  The termination process is expected to 
be fully completed by December 31, 2020 with the insurer assuming all annuity and payout activity as of 
January 1, 2021. 

LITIGATION 

Various entities within Children’s Wisconsin are involved from time to time as both plaintiffs and 
defendants in a variety of litigation matters and reviews and investigations by government agencies.  
Management considers such litigation and regulatory matters to be a routine part of health care 
operations. 

CYBERSECURITY 

Children’s Wisconsin’s information security teams use advanced technologies and industry-tested 
processes to provide a defense to protect against electronic fraud and loss of private health information. 
This includes layers of industry-standard and leading-edge technologies to help protect personal and 
health information.  Online access sessions are encrypted using some of the strongest forms of encryption 
commercially available for use.  Children’s Wisconsin also has policies and procedures in place to help 
prevent the misuse of data and to reduce the risk of fraud.  Children’s Wisconsin conducts ongoing, 
extensive testing of its critical systems to proactively find and remediate vulnerabilities.  Children’s 
Wisconsin provides mandatory annual training for its employees on information security and privacy best 
practices, security policies, procedures and event handling.  Children’s Wisconsin continuously monitors 
and evolves its network environment to further enhance its security measures to help protect patient, 
patient family and employee data. 
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INDEPENDENT AUDITORS’ REPORT 

 
To the Board of Directors of  
Children's Hospital and Health System, Inc. and Affiliates: 

We have audited the accompanying consolidated financial statements of Children's Hospital 
and Health System, Inc. and Affiliates (the "Organization"), which comprise the consolidated 
statements of financial position as of December 31, 2019 and 2018, and the related 
consolidated statements of operations and changes in net assets, and of cash flows for the 
years then ended, and the related notes to the consolidated financial statements. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated 
financial statements in accordance with accounting principles generally accepted in the 
United States of America; this includes the design, implementation, and maintenance of 
internal control relevant to the preparation and fair presentation of 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 
auditor’s judgment, including the assessment of the risks of material misstatement of the 
consolidated financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the Organization's 
preparation and fair presentation of the consolidated financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the Organization'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. 
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Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all 
material respects, the financial position of Children's Hospital and Health System, Inc. and 
Affiliates as of December 31, 2019 and 2018, and the results of their operations and 
changes in net assets and cash flows for the years then ended in accordance with 
accounting principles generally accepted in the United States of America. 

Emphasis of Matter 

As discussed in Note 2 to the consolidated financial statements, the Company changed its 
method of accounting for leases in the year ended December 31, 2019 due to the adoption 
of ASU No. 2016-02 Leases (Topic 842) using the modified retrospective method.  

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 
disclosure of short-duration contracts included in Note 16 of the consolidated financial 
statements be presented to supplement the basic consolidated financial statements. Such 
information, although not a part of the basic consolidated financial statements, is required 
by the Financial Accounting Standards Board which considers it to be an essential part of 
financial reporting for placing the basic consolidated financial statements in an appropriate 
operational, economic, or historical context. We have applied certain limited procedures to 
the required supplementary information in accordance with auditing standards generally 
accepted in the United States of America, which consisted of inquiries of management about 
the methods of preparing the information and comparing the information for consistency 
with management’s responses to our inquiries, the basic consolidated financial statements, 
and other knowledge we obtained during our audit of the basic consolidated financial 
statements. We do not express an opinion or provide any assurance on the information 
because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. 

 

April 22, 2020 
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2019 AND 2018
(Dollars in thousands)

2019 2018
ASSETS

CURRENT ASSETS:
  Cash and cash equivalents 220,566$   216,475$   
  Patient accounts receivable 97,094       89,492       
  Other receivables 65,645       36,213       
  Inventory of supplies 13,602       10,599       
  Prepaid expenses 22,560       18,258       

           Total current assets 419,467     371,037     

INVESTMENTS 1,123,287  934,581     

ASSETS LIMITED AS TO USE:
  Limited under bond indentures for capital additions 28,447       93,085       
  Restricted by donors for specific purpose 78,994       53,638       
  Restricted by donors in perpetuity 203,767     174,533     

           Total assets limited as to use 311,208     321,256     

PROPERTY AND EQUIPMENT—Net 514,817     456,129     

LEASE ASSETS 72,114       -                

OTHER ASSETS 28,156       18,425       

TOTAL 2,469,049$ 2,101,428$ 

(Continued)  
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
AS OF DECEMBER 31, 2019 AND 2018
(Dollars in thousands)

2019 2018
LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
  Accounts payable 53,105$     49,041$     
  Accrued expenses:
    Salaries and benefits 54,345       50,857       
    Personal leave benefits 26,142       25,251       
    Interest 4,946         4,958         
  Estimated third-party payor settlements 699            1,145         
  Current installments of long-term debt 6,845         6,690         
  Short term lease liability 11,253       -                
  Claims payable and other current liabilities 84,768       78,486       

           Total current liabilities 242,103     216,428     

OTHER LONG-TERM LIABILITIES 63,485       57,723       

ACCRUED PENSION 36,478       37,287       

LONG TERM LEASE LIABILITY 69,418       -                

LONG-TERM DEBT—Less current installments 344,365     351,906     

           Total liabilities 755,849     663,344     

COMMITMENTS AND CONTINGENCIES (Note 9 and Note 14)

NET ASSETS:
  Without donor restrictions 1,430,439  1,209,913  

  With donor restrictions:
    Restricted by purpose 78,994       53,638       
    Restricted in perpetuity 203,767     174,533     

282,761     228,171     

           Total net assets 1,713,200  1,438,084  

TOTAL 2,469,049$ 2,101,428$ 

See notes to consolidated financial statements. (Concluded)  
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(Dollars in thousands)

2019 2018

OPERATING REVENUE:
  Net patient service revenue 785,620$    728,374$    
  Premium revenue and other capitated arrangements 365,397      461,408      
  Other 121,332      102,274      

           Total operating revenue 1,272,349   1,292,056   

OPERATING EXPENSES:
  Salaries 365,767      348,683      
  Employee benefits 102,765      99,160        
  Medical and pharmaceutical supplies 109,553      89,243        
  Non-medical supplies and other 30,734        31,793        
  Net medical claims expenses 259,700      335,916      
  Purchased services and professional fees 135,369      133,641      
  Operation and maintenance of facilities 42,183        39,433        
  Medical College of Wisconsin and resident fees 58,678        55,518        
  Provider tax 10,622        10,751        
  Depreciation 62,817        63,178        
  Interest 11,554        12,807        

           Total operating expenses 1,189,742   1,220,123   

OPERATING INCOME 82,607        71,933        

NONOPERATING INCOME (EXPENSES):
  Investment income 37,670        52,229        
  Change in net unrealized gains and losses on investments 126,158      (81,021)       
  Other (3,908)         (2,768)         

           Net nonoperating income (expenses) 159,920      (31,560)       

EXCESS OF REVENUE OVER EXPENSES 242,527$    40,373$      

(Continued)
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATED STATEMENTS OF OPERATIONS AND CHANGES IN NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(Dollars in thousands)

2019 2018

NET ASSETS WITHOUT DONOR RESTRICTIONS:
  Excess of revenue over expenses 242,527$   40,373$     
  Net assets released from restrictions—capital acquisitions 2,747         1,706         
  Pension-related changes other than net periodic pension cost (24,748)      (4,233)       

           Increase in net assets without donor restrictions 220,526     37,846       

NET ASSETS WITH DONOR RESTRICTIONS:
  Contributions 39,631       14,851       
  Investment return 34,536       (8,723)       
  Net assets released from restrictions—capital acquisitions (2,747)       (1,706)       
  Net assets released from restrictions—operations (16,830)      (16,982)      

           Increase (Decrease) in net assets with donor restrictions 54,590       (12,560)      

INCREASE IN NET ASSETS 275,116     25,286       

NET ASSETS—Beginning of year 1,438,084  1,412,798  

NET ASSETS—End of year 1,713,200$ 1,438,084$ 

See notes to consolidated financial statements. (Concluded)
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(Dollars in thousands)

2019 2018

OPERATING ACTIVITIES:
  Increase in net assets 275,116$   25,286$     
  Adjustments to reconcile increase in net assets to net cash
    provided by operating activities:
    Restricted contributions and pledges for capital projects, investment
      income, and contributions restricted in perpetuity (8,928)       (14,442)     
    Pension-related changes other than net periodic pension cost 24,748       4,233         
    Change in net unrealized gains and losses on investments (154,754)   101,396     
    Realized gain on sale of investments (13,463)     (39,506)     
    Depreciation of property and equipment 62,817       63,178       
    Amortization and other 127            (95)            
    Changes in operating assets and liabilities:
      Patient accounts receivable (7,602)       (406)          
      Other receivables (29,432)     2,304         
      Inventory, prepaid and deferred expenses, and other assets (34,340)     (4,836)       
      Lease assets and liabilities 8,557         -                
      Accounts payable 4,802         6,304         
      Estimated third-party payor settlements (446)          (389)          
      Other accrued expenses and liabilities 16,411       58,286       
      Accrued pension (25,557)     (360)          

           Net cash provided by operating activities 118,056     200,953     

INVESTING ACTIVITIES:
  Capital expenditures (127,397)   (61,739)     
  Purchases of investments (413,175)   (687,469)   
  Proceeds from sales of investments 422,291     568,005     

           Net cash used in investing activities (118,281)   (181,203)   

FINANCING ACTIVITIES:
  Payments on long-term borrowings (6,690)       (6,295)       
  Proceeds from contributions for capital projects and endowments 11,006       16,963       

           Net cash provided by financing activities 4,316         10,668       

(Continued)
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATED STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018
(Dollars in thousands)

2019 2018

INCREASE IN CASH AND CASH EQUIVALENTS 4,091$       30,418$     

CASH AND CASH EQUIVALENTS:
  Beginning of year 216,475     186,057     

  End of year 220,566$   216,475$   

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION—Cash
  paid during the year for interest 13,709$     9,535$       

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND
  FINANCING ACTIVITY—Capital acquisitions funded through
  accounts payable 3,299$       4,037$       

See notes to consolidated financial statements. (Concluded)  
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES 

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
AS OF AND FOR THE YEARS ENDED DECEMBER 31, 2019 AND 2018 
(Dollars in thousands) 

1. ORGANIZATION 

Children’s Hospital and Health System, Inc., and Affiliates (CHHS) is committed to ensuring 
a healthier future for children by providing an integrated health services network for 
infants, children, and adolescents, advocating on their behalf, and discovering new ways to 
keep kids healthy. CHHS’ consolidated financial statements include the following: 

Children’s Hospital and Health System, Inc.—A not-for-profit organization that 
delivers outpatient health care services, administers a foster care medical home, and 
provides operational support services, research, and health education services. Children’s 
Hospital and Health System, Inc., is the sole corporate member, or sole shareholder of the 
for-profit corporation where applicable, of the following entities: 

Children’s Hospital of Wisconsin, Inc. (the “Hospital”), which consists of the 
following: 

• Children’s Hospital of Wisconsin—Milwaukee, a 298-bed, independent pediatric 
hospital 

• Children’s Hospital of Wisconsin—Fox Valley, a 42-bed, independent pediatric 
hospital, which includes a 22-bed neonatal intensive care unit, located on the 
campus of Theda Clark Medical Center 

Organizationally, these independently licensed, not-for-profit hospitals operate under the 
Hospital’s corporate entity and federal tax identification number. 

Children’s Hospital of Wisconsin Foundation, Inc. (the “Foundation”)—A not-for-
profit foundation that solicits funds for the maintenance and benefit of the Hospital and 
CHHS, their programs and activities, and other affiliated not-for-profit organizations within 
the state of Wisconsin. 

Children’s Medical Group, Inc.—A not-for-profit organization established for the purpose 
of providing pediatric primary care services. 

Children’s Service Society of Wisconsin (CSSW)—A statewide not-for-profit 
organization that provides child well-being services. CSSW provides services to children 
and their families in the areas of child welfare, foster care case management, counseling, 
prevention services, and out-of-home care. 

Children’s Community Health Plan, Inc. (CCHP)—A nonstock, not-for-profit health 
insurance organization licensed in the state of Wisconsin under Chapter 613 of the 
Wisconsin Statutes, Service Insurance Corporations. CCHP offers both a Medicaid HMO and 
commercial exchange product to its members. 
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Surgicenter of Greater Milwaukee, LLC (the “Surgicenter”)—A Wisconsin limited 
liability company wholly owned by Children’s Hospital and Health System, Inc., that 
consists of an ambulatory surgery center and a medical office building. 

Skywalk Pharmacy Center—Consisting of Wauwatosa Prescription Center, Inc. and 
West Allis Prescription Center, Inc. which are for-profit retail pharmacy corporations 
that provide full service retail and pediatric pharmacy services. 

Obligated Group—The Hospital and Foundation are the only members of the obligated 
group (the Obligated Group) for purposes of the issuance of bonds through the Wisconsin 
Health and Educational Facilities Authority (WHEFA) (see Note 8). 

Children’s Specialty Group, Inc. (CSG)—A joint venture between CHHS and the Medical 
College of Wisconsin (MCW) that provides pediatric specialty health care services. CHHS 
accounts for its interest in CSG under the equity method of accounting, however, pursuant 
to an operating agreement, as amended, between CHHS and MCW, all earnings and any 
material distributions flow to MCW or are retained in CSG for future program development. 
Therefore, there was no investment recorded in CSG as of December 31, 2019 and 2018. 

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Principles of Consolidation—The consolidated financial statements of CHHS have been 
prepared on the accrual basis of accounting in accordance with accounting principles 
generally accepted in the United States of America (U.S. GAAP). All intercompany accounts 
and transactions have been eliminated in consolidation. 

Use of Estimates—The preparation of consolidated financial statements in conformity 
with U.S. GAAP requires management to make estimates and assumptions that affect the 
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities 
as of the date of the consolidated financial statements. Estimates also affect the reported 
amounts of revenue and expenses during the reporting period. Actual results could differ 
from those estimates. Significant estimated amounts in the consolidated financial 
statements include contractual allowances, investments, pension obligations, and claims 
payable. 

Cash and Cash Equivalents—Cash and cash equivalents include highly liquid investments 
purchased with original maturities of three months or less. 

Contributions Revenue 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 that 
represent a barrier are overcome and CHHS is entitled to the assets promised.  
Contributions of assets other than cash are recorded at their estimated fair value at the 
date of the gift. 

Contributions that impose restrictions that are met in the same fiscal year as the 
contributions are received are included in other operating revenue or net assets without 
donor restrictions. 

Contributions of land, building, and equipment without donor stipulations concerning the 
use of such long-lived assets are reported as other operating revenue.  Contributions of 
cash or other assets to be used to acquire land, buildings, and equipment with such donor 
stipulations are reported as an increase in net assets with donor restrictions until the long-
lived assets are placed into service. 
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Inventory of Supplies—Inventory of supplies is stated at the lower of cost or market, 
determined using the first-in, first-out method. 

Investments—Investments are reported at fair value based primarily upon quoted market 
prices in active markets, other observable inputs, or unobservable inputs. Both realized 
and unrealized gains and losses are included in the consolidated statements of operations 
and changes in net assets, and the change in net unrealized gains or losses on investments 
without donor restrictions is included within the excess of revenue over expenses. 
Investment income on funds is allocated between net assets without donor restrictions and 
net assets with donor restrictions based on amounts invested and donor restrictions. CHHS 
continues to elect the fair value option for all fixed-income, equity, and mutual fund 
purchases. Investments without donor restrictions are not intended to be used for current 
operations, and therefore, are classified as noncurrent assets. 

Assets Limited as to Use—Assets limited as to use include assets with donor restrictions 
and assets held by trustees under indenture agreements. 

Pledges—Pledges are recorded based on written instructions from donors. Pledges, less 
allowances for estimated uncollectible amounts, are recorded as receivables in the year 
received. Pledges without donor restrictions are recorded as contributions within other 
operating revenue, and pledges with donor restrictions are recorded as increases in net 
assets with donor restrictions. 

Property and Equipment—Property and equipment are recorded at cost. Depreciation is 
provided on the straight-line method over the estimated useful lives of the assets, which 
range from three to 40 years, using American Hospital Association guidelines. Interest 
costs incurred on borrowed funds during the period of construction are capitalized as a 
component of the costs of acquiring these assets. Costs of computer software developed or 
obtained for internal use (including external direct costs of materials and services, payroll, 
and payroll-related costs for employees directly associated with internal use software 
development projects incurred during the development period) are expensed or capitalized 
depending on whether the costs are incurred in the preliminary project stage, development 
stage, or operational stage. These assets are included in major movable equipment. 

CHHS periodically evaluates the carrying value of land, property, equipment, and other 
intangible assets for impairment whenever events or changes in circumstances indicate 
that the carrying amount may not be recoverable. CHHS recorded an impairment charge of 
$4,400 in 2019 on a recently purchased building for which it paid higher than fair market 
value to acquire.  There were no other impairment charges recorded for the years ended 
December 31, 2019 and 2018. 

Net Assets with Donor Restrictions—Donor restrictions by purpose are for various 
health-related services, capital projects, child welfare services, research, and for time-
restricted remainderman trusts and estates. Donor restrictions in perpetuity restrict the 
funds to be held in perpetuity, with the investment income released for expenditure to 
various health-related services, child welfare services, and research. 

When a donor restriction expires, such as when a stipulated time restriction ends or a 
purpose restriction is accomplished, net assets with donor restrictions are reclassified as 
net assets without donor restrictions and reported in the consolidated statements of 
operations and changes in net assets as other operating revenue (if used for operating 
purposes) or as net assets released from restrictions—capital acquisitions. Contributions 
received without donor restrictions are reported as other operating revenue. 
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Excess of Revenue over Expenses—The consolidated statements of operations and 
changes in net assets include excess of revenue over expenses. Changes in net assets 
without donor restrictions, which are excluded from excess of revenue over expenses, 
include contributions of long-lived assets (including assets acquired using contributions 
that, by donor restriction, were to be used for the purposes of acquiring such assets), 
pension-related changes other than net periodic pension cost, and other items in 
accordance with industry practice. 

Net Patient Service Revenue—Net patient service revenue is reported at the amount 
that reflects the consideration to which CHHS expects to be entitled to in exchange for 
providing patient care. These amounts are due from patients, third party payors (including 
managed care payors and government programs) and others and includes variable 
consideration for retroactive revenue adjustments due to settlement of audits, reviews, 
and investigations. Generally, patients and third party payors are billed within days after 
the services are performed or shortly after discharge. Revenue is recognized as 
performance obligations are satisfied. Provisions for third-party payor settlements and 
adjustments are estimated in the period the related services are provided and adjusted in 
future periods as additional information becomes available and final settlements are 
determined. Laws and regulations governing the Medicare and Medicaid programs are 
complex and subject to interpretation. As a result, there is a possibility that recorded 
estimates will change by a material amount. 

Performance obligations are determined based on the nature of the services provided by 
CHHS. Revenues for performance obligations satisfied over time are recognized based on 
actual charges incurred in relation to total expected (or actual) charges. CHHS believes 
that this method provides a faithful depiction of the transfer of services over the term of 
the performance obligation based on the inputs needed to satisfy the obligation. Generally, 
performance obligations satisfied over time relate to patients in the hospital receiving 
inpatient acute care services. CHHS measures the performance obligation from admission 
into the hospital, or commencement of outpatient services, to the point when it is no 
longer required to provide services to that patient, which is generally at the time of 
discharge. For outpatient services, the performance obligation is satisfied as the patient 
simultaneously receives and consumes the benefits provided as the services are 
performed. In the case of these outpatient services, recognition of the obligation over time 
yields the same results as recognizing the obligation at a point in time. Revenue for 
performance obligations satisfied at a point in time is generally recognized when goods or 
services are provided and CHHS does not believe it is required to provide additional 
services to the patient. As CHHS’s performance obligations relate to contracts with a 
duration of less than one year, CHHS elected to apply the optional exemption provided in 
the guidance and is not, therefore, required to disclose the aggregate amount of the 
transaction price allocated to performance obligations that are unsatisfied or partially 
unsatisfied at the end of the reporting period. 

CHHS determines the transaction price based on standard charges for services provided, 
reduced by contractual adjustments provided to third-party payors, discounts provided to 
uninsured or underinsured patients in accordance with CHHS’ policies and/or implicit price 
concessions provided to uninsured or underinsured patients. CHHS determines its 
estimates of contractual adjustments and discounts based on contractual agreements, its 
discount policies, and historical experience. CHHS determines its estimates of implicit price 
concessions based on its historical collection experience with a respective class of patient. 

CHHS uses a portfolio approach to account for categories of patient contracts as a 
collective group rather than recognizing revenue on an individual contract basis. The 
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portfolio consists of major payor classes for inpatient revenue and outpatient revenue. 
Based on the historical collection trends and other analyses, CHHS believes that revenue 
recognized by utilizing the portfolio approach approximates the revenue that would have 
been recognized if an individual contract approach were used. 

CHHS elects the practical expedient allowed under the FASB ASC 606-10-32-18 and does 
not adjust the promised amount of consideration from patients and third party payors for 
the effects of a significant financing component due to CHHS’ expectation that the period 
between the time the services are provided to a patient and the time that the patient or a 
third party payor pays for that service will be one year or less. CHHS does in certain 
instances enter into payment arrangements with patients that allow payments in excess of 
one year; however, in these cases the financing component is not deemed to be significant 
to the contract. 

CHHS does not incur significant incremental costs in obtaining contracts with patients. As 
permitted in the guidance, any costs which are incurred are expensed in the period of 
occurrence, as the amortization period of any asset that CHHS would have recognized is 
one year or less in duration. 

Premium Revenue and Other Capitated Arrangements—Premium revenue is 
recognized during the period in which CCHP or CHHS is obligated to provide services. 

Other Operating Revenue—Other operating revenue comprises grants, contributions 
without donor restrictions, net assets released from restrictions for operations, rental 
income, cafeteria revenue, and other revenue. This includes awards from the Department 
of Health and Human Services for medical education, net of estimated retroactive 
adjustments. 

Donated Goods and Services—CHHS has recorded the estimated fair market value of 
donated goods and services as revenue and expenses in the consolidated statements of 
operations and changes in net assets. The amount recorded was $541 and $461 for the 
years ended December 31, 2019 and 2018, respectively. Included in the value of donated 
goods and services are materials, such as raffle items, auction items, food and beverages, 
printing, and videotaping services. 

CHHS also receives various donated goods and services for which no comparable fair 
market value is readily determinable. Accordingly, these items are not recorded in the 
consolidated financial statements. 

Professional Liability Insurance—CHHS, along with substantially all Wisconsin health 
care providers, has professional liability insurance through the Injured Patients and 
Families Compensation Fund (the “Fund”). CHHS maintains an occurrence basis policy that 
covers professional liability claims occurring during the policy term, with insurance 
coverage limits of $1,000 for each occurrence and $3,000 for all occurrences in any policy 
year. The Fund is responsible for paying claims in excess of these limits. CHHS is required 
to pay an annual assessment to the Fund for the purpose of providing the Fund with 
monies for payment of claims. 

Laws and Regulations—CHHS is subject to numerous laws and regulations of federal, 
state, and local governments. Compliance with these laws and regulations, specifically 
those relating to the Medicare and Medicaid programs, can be subject to government 
review and interpretation, as well as regulatory actions unknown and unasserted at this 
time. Management believes that CHHS is in substantial compliance with current laws and 
regulations. 
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Leases—Effective January 1, 2019, CHHS recognizes and measures its leases in 
accordance with FASB ASC 842, Leases.  CHHS is a lessee in several noncancelable 
operating leases, primarily for office and clinical space.  CHHS determines if an 
arrangement is a lease, or contains a lease, at inception of a contract and when the terms 
of an existing contract are changed.  CHHS recognizes a lease liability and a right of use 
(ROU) asset at the commencement date of the lease.  The lease liability is initially and 
subsequently recognized based on the present value of its future lease payments.  Variable 
payments are included in the future lease payments when those variable payments depend 
on an index or a rate.  The discount rate is the implicit rate if it is readily determinable or 
otherwise CHHS uses its incremental borrowing rate.  The implicit rates of the leases are 
not readily determinable and accordingly, CHHS uses the incremental borrowing rate based 
on the information available at the commencement date for all leases.  CHHS’ incremental 
borrowing rate for a lease is the rate of interest it would have to pay on a collateralized 
basis to borrow an amount equal to the lease payments under similar terms and in a 
similar economic environment.  The ROU asset is subsequently measured throughout the 
lease term at the amount of the remeasured lease liability (i.e., present value of the 
remaining lease payments), plus unamortized initial direct costs, plus (minus) any prepaid 
(accrued) lease payments, less the unamortized balance of lease incentives received, and 
any impairment recognized. Judgment is required as to the lease term when renewal 
options are present in the lease. Lease term is based on initial lease term excluding 
renewal periods for most sites. Other sites included renewal periods when reasonably 
certain options would be exercised.  Lease cost for lease payments is recognized on a 
straight-line basis over the lease term. 

Litigation—CHHS is involved in litigation arising in the normal course of business. After 
consultation with legal counsel, it is management’s opinion that these matters will be 
resolved without material adverse effect on the consolidated financial position or 
consolidated results of operations. 

Income Taxes—The CHHS not-for-profit organizations (see Note 1) are tax-exempt 
organizations under Sections 501(c)(3) of the Internal Revenue Code (the “Code”) and are 
exempt from federal income taxes on related income pursuant to Section 501(a) of the 
Code. Surgicenter is treated as a partnership for income tax purposes, and since it is 
owned by a tax-exempt entity, it is treated as a disregarded entity of Children’s Hospital 
and Health System, Inc. CCHP is exempt from federal income taxes, but is subject to state 
income taxes as the State of Wisconsin does not recognize CCHP’s federal tax-exempt 
status.  Wauwatosa Prescription Center, Inc. and West Allis Prescription Center, Inc. are 
both subject to state and federal income taxes.  CHHS evaluates its uncertain tax positions 
on an annual basis, and there have been no uncertain tax positions recorded for the years 
ended December 31, 2019 and 2018. 

Recently Adopted Accounting Standard Updates—In 2019, CHHS adopted FASB 
ASU 2016-02, Leases, which is intended to improve financial reporting related to leasing 
transactions. This ASU requires a lessee to recognize on the balance sheet assets and 
liabilities for rights and obligations created by leased assets with lease terms of more than 
12 months. The guidance also requires disclosures to help users of the financial statements 
better understand the amount, timing, and uncertainty of cash flows arising from leases. 
These disclosures include qualitative and quantitative requirements, providing additional 
information about the amounts recorded in the financial statements. The effect on the 
results of operations was not significant.  The impact of this standard increased long-term 
assets by $72,114 and short-term and long-term liabilities by $80,671.  Upon transition, 
CHHS elected the package of three practical expedients and as such, did not reassess (1) 
whether any expired or existing leases are or contain leases, (2) the lease classification for 
any expired or existing leases, or (3) initial direct costs for any existing leases.  
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In 2019, CHHS adopted FASB ASU 2016-15, Statement of Cash Flows—Classification of 
Certain Cash Receipts and Cash Payments.  This update addresses the following eight 
specific cash flow issues in order to limit diversity in practice: debt prepayment or debt 
extinguishment costs; settlement of zero-coupon debt instruments or other debt 
instruments with coupon interest rates that are insignificant in relation to the effective 
interest rate of the borrowing; contingent consideration payments made after a business 
combination; proceeds from the settlement of insurance claims; proceeds from the 
settlement of corporate-owned life insurance policies, including bank-owned life insurance 
policies; distributions received from equity method investees; beneficial interests in 
securitization transactions; and separately identifiable cash flows and application of the 
predominance principle. The adoption of this standard did not have a material impact on 
CHHS’ financial position or results of operations. 

In 2019, CHHS adopted FASB ASU 2016-18, Statement of Cash Flows—Restricted Cash, 
which required that the statement of cash flows explain the change during the period in 
the total of cash, cash equivalents, and amounts generally described as restricted cash or 
restricted cash equivalents. Therefore, amounts generally described as restricted cash and 
restricted cash equivalents are included with cash and cash equivalents when reconciling 
the beginning-of-period and end-of-period total amounts shown on the statement of cash 
flows. Adoption of this update did not have a material impact on CHHS’ financial position or 
results of operations. 

In 2019, CHHS adopted FASB ASU 2017-07, Compensation—Retirement Benefits: 
Improving the Presentation of Net Periodic Pension Cost and Net Periodic Postretirement 
Benefit Cost. ASU 2017-07 addresses how employers that sponsor defined benefit pension 
and/or other postretirement benefit plans present the net periodic benefit cost in the 
income statement. Employers will be required to present the service cost component of net 
periodic benefit cost in the same income statement line item as other employee 
compensation costs arising from services rendered during the period. Employers will 
present the other components of the net periodic benefit cost separately from the line item 
that includes the service cost and outside of any subtotal of operating income, if one is 
presented. Adoption of this update did not have a material impact on CHHS’ financial 
position or results of operations. 

In 2019, CHHS adopted FASB ASU 2018-08, Not-for-Profit Entities (Topic 958): Clarifying 
the Scope and the Accounting Guidance for Contributions Received and Contributions 
Made. This guidance clarifies and improves the scope and the accounting guidance for 
contributions received and made with the objective of reducing the existing diversity in 
practice. Adoption of this update did not have a material impact on CHHS’ financial position 
or results of operations. 

Accounting Standard Updates Pending Adoption—In August 2018, the FASB issued 
ASU 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework—Changes to 
the Disclosure Requirements for Fair Value Measurement. This guidance amends the 
disclosure requirements for recurring and nonrecurring fair value measurements by 
removing, modifying, and adding certain disclosures. This ASU will be effective for CHHS as 
of January 1, 2020. CHHS does not expect that the guidance will have a material impact on 
its consolidated financial statements. 

In August 2018, the FASB issued ASU 2018-14, Compensation—Retirement Benefits—
Defined Benefit Plans—General (Subtopic 715-20): Disclosure Framework—Changes to the 
Disclosure Requirements for Defined Benefit Plans. This guidance amends the disclosure 
requirements applicable to all employers that sponsor defined benefit pension or other 
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postretirement plans by removing and adding certain disclosures. This ASU will be effective 
for CHHS as of January 1, 2021. CHHS is evaluating the impact that the guidance will have 
on its consolidated financial statements. 

In August 2018, the FASB issued ASU 2018-15, Intangibles-Goodwill and Other-Internal-
Use Software (Subtopic 350-40): Customer’s Accounting for Implementation Costs 
Incurred in a Cloud Computing Arrangement That Is a Service Contract. This guidance 
requires an entity in a hosting arrangement that is a service contract to follow the 
guidance in Subtopic 350-40 to determine which implementation costs to capitalize as an 
asset and which costs to expense as incurred. Also, this guidance requires the entity to 
expense the capitalized implementation costs of a hosting arrangement that is a service 
contract over the term of the hosting arrangement. Further, the guidance requires the 
entity to present the expense related to the capitalized implementation costs in the same 
line item in the consolidated statement of operations and changes in net assets as the fees 
associated with the hosting element (service) of the arrangement and classify payments 
for capitalized implementation costs in the consolidated statement of cash flows in the 
same manner as payments made for fees associated with the hosting element. The entity 
is also required to present the capitalized implementation costs in the consolidated balance 
sheet in the same line item that a prepayment for the fees of the associated hosting 
arrangement would be presented. This ASU will be effective for CHHS as of January 1, 
2021. CHHS is evaluating the impact that the guidance will have on its consolidated 
financial statements. 

Subsequent Events—CHHS has evaluated subsequent events through April 22,  2020, 
the date the consolidated financial statements were issued. In March 2020, the World 
Health Organization recognized the novel strain of coronavirus (“COVID-19”), as a 
pandemic. In response to this COVID-19 outbreak, the governments of many countries, 
states, cities and other geographic regions have taken preventative or protective actions, 
such as imposing restrictions on travel and business operations and advising or requiring 
individuals to limit or forego their time outside of their homes. Accordingly, the COVID-19 
outbreak has severely restricted the level of economic activity in many countries and 
continues to adversely impact global economic activity and has contributed to significant 
volatility in financial markets. CHHS is actively monitoring the global situation on its 
financial condition, liquidity, operations, suppliers, customers, industry and workforce. 
Given the rapid development and fluidity of this situation, the Company is not able to 
estimate the effects of the COVID-19 outbreak on its results of operations, financial 
condition, or liquidity for fiscal 2020. 

In April 2020, the Hospital finalized purchase of all the land subject to the land lease 
agreements with Milwaukee County (see note 9).  Payment terms of the purchase are 
consistent with the terms of the original lease agreements. 
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3. CASH, CASH EQUIVALENTS, INVESTMENTS, AND ASSETS LIMITED AS TO USE 

Cash, cash equivalents, investments, and assets limited as to use as of December 31, 
2019 and 2018, consisted of the following: 

2019 2018

Cash 208,266$   206,201$   
Investments at fair value:
  Money market funds (cash equivalent) 15,620       28,369       
  Accrued investment income 3,456        3,759        
  U.S. government securities 218,318     243,782     
  U.S. government agency mortgage-backed
    securities 160,423     148,499     
  Corporate fixed-income securities 147,686     143,587     
  International fixed-income securities 82,479       75,863       
  Municipal fixed-income securities 3,020        3,016        
  Pooled fixed-income mutual funds 73,653       70,702       
  Blended mutual funds 58,307       40,268       
  Alternative investments-equities 30,416       11,894       
  Domestic equity securities and mutual funds 485,324     373,834     
  International equity securities and mutual funds 123,643     97,739       

Total 1,610,611$ 1,447,513$  

These assets are classified on the consolidated statements of financial position as of 
December 31, 2019 and 2018, as follows: 

2019 2018

Cash and cash equivalents 220,566$   216,475$   
Investments 1,123,287  934,581     
Assets limited as to use:
  Limited under bond indentures for capital additions 28,447       93,085       
  Restricted by donors for specific purpose 47,274       42,377       
  Restricted by donors in perpetuity 191,037     160,995     

Total 1,610,611$ 1,447,513$  
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4. NET ASSETS 

CHHS has assets that are restricted by donors either for a specific purpose or to be held in 
perpetuity. Net assets with donor restrictions for a specific purpose represent amounts that 
are to be used for capital acquisitions or operating purposes. Net assets with donor 
restrictions to be held in perpetuity are maintained in accordance with the donor’s wishes, 
and accordingly, may be maintained in perpetuity or may allow for the annual release of 
funds for expenditure. Board designated assets represent unrestricted funds to be used for 
future strategic initiatives and require board approval for appropriations from the fund. As 
of December 31, 2019 and 2018, net assets without donor restrictions are held for the 
following purposes: 

2019 2018

Net assets without donor restrictions:
  Undesignated 905,571$    801,497$    
  Board designated 524,868      408,416      

Total net assets without donor restrictions 1,430,439$ 1,209,913$  

As of December 31, 2019 and 2018, net assets with donor restrictions are held for the 
following purposes: 

2019 2018 2019 2018 2019 2018
Net assets with donor
  restrictions:
  Health care services 74,663$ 48,021$ 201,613$ 172,675$ 276,276$ 220,696$ 
  Capital projects 538       1,890    915        787        1,453      2,677      
  Health education 2,153    2,183    315        277        2,468      2,460      
  Social services 1,640    1,544    924        794        2,564      2,338      

Total net assets with
  donor restrictions 78,994$ 53,638$ 203,767$ 174,533$ 282,761$ 228,171$ 

for Specified Purpose
Subject to Expenditure Subject to Spending

Policy and Appropriation Total

 

As of December 31, 2019 and 2018, the assets of CHHS designated for restricted purposes 
include the following: 

2019 2018 2019 2018 2019 2018

Investments—
  Endowment 10,365$ 6,957$  191,037$ 160,995$ 201,402$ 167,952$ 
Investments—other 36,909  35,420  -            -            36,909    35,420    
Pledges receivable—net 30,951  10,521  9,586      10,505    40,537    21,026    
Charitable trusts and
  bequests 769       740       3,144      3,033      3,913      3,773      

Total 78,994$ 53,638$ 203,767$ 174,533$ 282,761$ 228,171$ 

TotalPolicy and Appropriationfor Specified Purpose
Subject to Expenditure Subject to Spending
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5. ENDOWMENT INVESTMENTS 

The Foundation manages one investment portfolio and allocates a portion of the 
investments to assets limited as to use based on the amount of net assets with 
restrictions, less outstanding pledges and trusts. The Foundation follows the direction set 
forth by the donor to determine the preservation of the historic value of endowment funds. 
Restricted investments are adjusted for fair value changes or investment returns when 
specifically required by the donor’s wishes. 

From time to time, the fair value of assets associated with individual donor-restricted 
endowment funds may fall below the level that the donor or the law requires the 
Foundation to retain as a fund of perpetual duration. There were no deficiencies of this 
nature for the years ended December 31, 2019 and 2018. 

The Foundation does not limit its spending of purpose-restricted donations based on its 
investment portfolio and return objectives. Purpose-restricted funds become available for 
expenditure once cash is received from the donor and the circumstances requested by the 
donor occur. Certain donors have elected to follow the Foundation’s endowment policy 
whereby the endowment funds retain their related investment returns and release an 
annual allocation for spending based on each fund’s historical value. All other endowment 
funds are maintained in perpetuity, while the related investment income is released for 
spending based on the donor’s wishes. In order to preserve Foundation assets and plan 
annual grants in support of pediatric activities in accordance with the Foundation’s articles 
of incorporation, expenditures of Foundation assets without donor restrictions are limited 
to 5% of the trailing three-year fair market value of cash and investments without donor 
restrictions. This policy can be adjusted with the approval of the board of directors. 

The Foundation’s primary objective for endowment funds is to optimize the total return of 
Foundation funds and preserve capital within stated parameters, and secondarily to 
generate current income. The Investment Subcommittee of the CHHS Board of Directors 
(the “Investment Subcommittee”) evaluates an investment manager’s performance against 
their respective benchmark. 

The Foundation targets a long-term asset allocation mix of approximately 65% risk assets 
(defined as the sum of equities and alternatives) with the balance in fixed-income 
securities. The Investment Subcommittee monitors and controls the distribution of 
investments among its selected investment managers to maintain a maximum-minimum 
range of 70% to 50% for equities, 10%–0% for alternative investments, and 50%–20% 
for fixed-income securities. The diversification of securities held in each investment 
manager’s portfolio, among sectors and issuers, is the responsibility of each investment 
manager, consistent with the market objectives identified at the time of the initial 
investment. Each investment manager is expected to diversify the portfolio sufficiently to 
minimize the risk of a large loss from a single security or from the securities of a single 
issuer. 
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Information regarding the composition of the Foundation endowment fund activity as of 
and for the years ended December 31, 2019 and 2018, is as follows: 

Board Donor-
Designated Restricted
Endowment Endowment

Total Funds Funds

Balances—December 31, 2017 579,587$ 401,389$ 178,198$ 

  Total investment return (28,289)   (19,604)   (8,685)    
  Contributions 5,585     631        4,954     
  Transfers to board designated 26,000    26,000    -           
  Net assets released from restrictions (6,515)    -           (6,515)    

Balances—December 31, 2018 576,368  408,416  167,952  

  Total investment return 124,069  89,657    34,412    
  Contributions 5,121     795        4,326     
  Transfers to board designated 26,000    26,000    -           
  Net assets released from restrictions (5,288)    -           (5,288)    

Balances—December 31, 2019 726,270$ 524,868$ 201,402$  

The information above reflects the activity of the Foundation’s endowment investable 
funds. The above information excludes pledge receivables and charitable trusts and 
bequests of $12,730, $13,538, and $14,763, from funds with donor restrictions as of 
December 31, 2019, 2018, and 2017, respectively. 

Pledges—As of December 31, 2019 and 2018, pledges receivable of $40,721 and 
$21,092, respectively, were recorded. Pledges receivable in excess of one year are 
discounted at the risk-free rate in the year the pledge is received. Discount rates ranged 
from 1.4% to 2.5% and 0.7% to 2.5% as of December 31, 2019 and 2018, respectively. 
Such discounts amounted to $1,768 and $917 as of December 31, 2019 and 2018, 
respectively. Allowances for uncollectible pledges totaled $1,205 and $800 as of 
December 31, 2019 and 2018, respectively. The maturities of the pledges receivable as of 
December 31, 2019 and 2018, are as follows: 

Pledges—less than one year 11,877$ 9,043$   
Pledges—one to five years 28,129   11,050   
Pledges—over five years 715        999        

 

Charitable Trusts and Bequests—As of December 31, 2019 and 2018, $3,913 and 
$3,773, respectively, of charitable trusts and bequests have been recorded where the 
Foundation is an irrevocable beneficiary. Such assets are recorded as restricted by purpose 
or restricted in perpetuity until the stipulations of the donors have been satisfied. These 
charitable trusts and bequests are recorded at estimated fair value. Assumptions used to 
determine the fair values as of December 31, 2019 and 2018, include an investment rate 
of return of 5.25% and a discount rate using the federally published rate in effect at the 
time the gift was received. 
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The Foundation has a policy whereby charitable trusts are recorded when the trust is 
irrevocable, and the current value of the trust assets is available. The Foundation is aware 
of certain trusts for which it may be the beneficiary, which do not meet these criteria. 
Estimates of the value of such trusts are not recorded in the consolidated financial 
statements. 

6. PROPERTY AND EQUIPMENT 

As of December 31, 2019 and 2018, property and equipment consisted of the following: 

2019 2018

Cost of property and equipment:
  Land 1,723$     1,723$     
  Buildings and improvements 689,864   646,179   
  Major movable equipment 262,516   249,387   
  Projects in progress 74,052     33,934     

           Total cost of property and equipment 1,028,155 931,223   

Less accumulated depreciation and amortization (513,338)  (475,094)  

Property and equipment—net 514,817$  456,129$   

Projects in progress as of December 31, 2019 relate primarily to renovation and expansion 
projects at the Hospital. 

7. EMPLOYEE BENEFIT PLANS 

Defined Contribution Plans—CHHS sponsors the Shared Retirement Savings Plans, 
defined contribution plans that include a discretionary employer match of one-half of 
employee contributions up to 8% of eligible employee compensation and a service-based 
contribution for eligible employees. During the years ended December 31, 2019 and 2018, 
the combined CHHS matching and service-based contribution was approximately $18,889 
and $18,103, respectively, which is included in employee benefits expense on the 
consolidated statements of operations and changes in net assets. 

Pension Plans—CHHS maintains a multiple-employer noncontributory, defined-benefit 
pension plan (the “CHHS pension plan”). The CHHS pension plan includes only certain 
employees of CHHS, and substantially all plan participants were employees of the Hospital. 
The Hospital makes all employer contributions, records the accrued pension liability and 
pension-related changes other than net periodic pension cost, and allocates the annual net 
periodic pension cost to the participating CHHS affiliates. The CHHS board of directors 
approved the curtailment of the CHHS pension plan effective December 31, 2009. 

CSSW sponsors a defined-benefit pension plan (the “CSSW pension plan”) that covered 
substantially all CSSW employees employed prior to its curtailment. The CSSW pension 
plan calls for benefits to be paid to eligible employees at retirement, based primarily upon 
each eligible employee’s years of service with CSSW and compensation rate near 
retirement. The CSSW board of directors approved the curtailment of the CSSW pension 
plan effective December 31, 2004. 
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In July 2019, the CHHS/CHW Board of Directors approved a resolution to terminate the 
frozen CHHS and CSSW pension plans. CHHS management began the process which will 
include offering an option of a lump sum payment or annuity issued by a third party to any 
affected plan participant. It is expected that all benefits under the plan will be settled late 
in 2020. In this process investments have been restructured to best match the liabilities 
that will require satisfaction in this process. Certain pension assumptions have been 
updated to reflect the liquidation basis of accounting, which requires that CHHS measure 
its pension assets and liabilities to reflect the estimated amount it expects to collect in 
disposing of its pension assets and satisfying its pension liabilities in carrying out its plan 
for funding the liquidation. Significant assumption changes include updating the discount 
rate method to reflect short-term market rates and setting the expected return on assets 
equal to interest cost to reflect an asset allocation of 100% fixed income. CHHS also had to 
make significant assumptions about the number of participants that would select the lump 
sum payment option versus the annuity payout option. CHHS used historical actuary 
experience along with its experience with terminated vested participants in 2015 when 
selecting an estimated lump sum take rate as part of its assumption. 

CHHS’ policy is to fund the amounts necessary to meet the requirements of Department of 
Labor’s Rules and Regulations for Reporting and Disclosure under the Employee Retirement 
Income Security Act of 1974 (ERISA), as amended, for each of the pension plans. 
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Information regarding the benefit obligations and assets of the pension plans as of and for 
the years ended December 31, 2019 and 2018, is as follows: 

2019 2018 2019 2018

Change in benefit obligation:
  Benefit obligation—beginning of year 279,674$ 298,871$ 9,957$  10,717$ 
  Service cost -            -            37        37        
  Interest cost 12,298    11,528    434       412       
  Actuarial loss (gain) 67,183    (22,486)   1,416    (594)     
  Expenses -            -            (27)       (32)       
  Benefit payments (9,186)    (8,239)    (605)     (583)     

  Benefit obligation—end of year 349,969  279,674  11,212  9,957    

Reconciliation of fair value of plan assets:
  Fair value of plan assets—beginning of year 244,909  267,816  7,435    8,358    
  Actual return on plan assets 54,343    (17,268)   1,057    (329)     
  Employer contributions 26,600    2,600      177       21        
  Benefit payments (9,186)    (8,239)    (605)     (583)     
  Expenses -            -            (27)       (32)       

  Fair value of plan assets—end of year 316,666  244,909  8,037    7,435    

Unfunded status—end of year 33,303$  34,765$  3,175$  2,522$  

Change in net amount recognized:
  Accrued pension—prior year 34,765    31,055    2,522    2,359    
  Net periodic pension cost 1,055      2,196      165       65        
  Employer contributions (26,600)   (2,600)    (177)     (21)       
  Pension-related changes other than net
    periodic pension cost 24,083    4,114      665       119       

  Accrued pension—current year 33,303$  34,765$  3,175$  2,522$  

Discount rate—January 1 4.48 %      3.92 %      4.48 %    3.92 %    
Discount rate—December 31 3.25       4.48       3.25      4.48      
Expected return on plan assets 5.25       5.50       6.75      6.75      

CSSWCHHS

 

As a result of the curtailment of both pension plans, the projected benefit obligation equals 
the accumulated benefit obligation. 

Total expense for the CHHS and CSSW pension plans for the years ended December 31, 
2019 and 2018 was $1,220 and $2,261, respectively. The expense is included in employee 
benefits in the accompanying consolidated statements of operations and changes in net 
assets. 

In 2018, to develop the expected long-term rate of return on asset assumptions, CHHS 
and CSSW considered the historical returns and future expectations for returns in each 
asset class, as well as targeted asset allocation percentages within the respective pension 
portfolios. Pension investments are managed in accordance with each pension plan’s 
statement of investment objectives and policy guidelines, as established and maintained by 
the Investment Subcommittee. The Investment Subcommittee selects investment 
managers based on the investment objectives and regularly evaluates each manager’s 
performance based on industry benchmarks. The investment policy guidelines establish 
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asset allocation, quality targets, and performance expectations, as well as regular 
reporting requirements. The target asset allocation for the CHHS pension plan in 2018 was 
25% equity and 75% fixed-income securities. The target allocation for the CSSW pension 
plan in 2018 was 50% equity securities and 50% fixed-income securities. In 2019, both 
plans asset allocation was 100% fixed-income securities. 

Within each plan, each class is diversified with multiple managers with differing styles of 
management. The fair value of pension plan assets measured using quoted prices in active 
markets for identical assets (Level 1 of the fair value hierarchy) and significant other 
observable inputs (Level 2 of the fair value hierarchy), using techniques consistent with 
those listed in Note 13, as of December 31, 2019 and 2018, are as follows: 

2019 2018 2019 2018 2019 2018

CHHS pension plan assets:
  Money market accounts 14,316$  5,528$    14,316$ 5,528$  -      $    -      $    
  Fixed-income securities:
    U.S. government 113,152  64,132    -          -          113,152  64,132    
    U.S. government agency
      mortgage-backed 3,799      3,254      -          -          3,799      3,254      
    Corporate 150,899  76,189    -          -          150,899  76,189    
    International 30,514    33,278    -          -          30,514    33,278    
    Municipal 1,479      1,369      -          -          1,479      1,369      
  Equity securities and funds:
    Large cap -            30,576    -          30,576  -            -            
    Mid cap -            8,499      -          8,499    -            -            
    Small cap -            4,021      -          4,021    -            -            
    International -            11,446    -          11,446  -            -            
    Emerging markets -            3,435      -          3,435    -            -            

Total 314,159$ 241,727$ 14,316$ 63,505$ 299,843$ 178,222$ 

CSSW pension plan assets:
  Money market accounts 303$       560$       303$     560$     -      $    -      $    
  Equity securities and funds:
    Large cap -            1,484      -          1,484    -            -            
    Mid cap -            677        -          677       -            -            
    Small cap -            337        -          337       -            -            
    International -            687        -          687       -            -            
    Real Estate Investment Trust -            383        -          383       -            -            

Total 303        4,128      303$     4,128$  -      $    -      $    

Investments measured at
  net asset value - 
  Bond Market Index Fund 7,734      3,307      

Total 8,037$    7,435$    

Total (Level 2)(Level 1)
Fair Value Measurements Using
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The components of net periodic pension cost that are included in employee benefits 
expense and pension-related changes other than net periodic pension cost, which are 
included as a change in unrestricted net assets in the consolidated statements of 
operations and changes in net assets for the years ended December 31, 2019 and 2018, 
are as follows: 

2019 2018 2019 2018

Components of net periodic pension cost:
  Service cost -      $      -      $      37$     37$     
  Interest cost 12,298     11,528     434     412     
  Expected return on plan assets (13,491)   (13,899)   (487)   (545)   
  Amortization of net loss 2,248       4,567       181     161     

Net periodic pension cost 1,055$     2,196$     165$   65$     

Pension-related changes other than net
  periodic pension cost:
  Accumulated loss 26,331$   8,681$     846$   280$   
  Amortization of net loss (2,248)     (4,567)     (181)   (161)   

Total recognized as changes in net assets
  without donor restrictions 24,083$   4,114$     665$   119$   

CSSWCHHS

 

A summary of the pension-related items recorded in unrestricted net assets and not yet 
recognized as a component of net periodic pension cost as of December 31, 2019 and 
2018, is as follows: 

2019 2018 2019 2018

Amounts not yet reflected in net periodic
  pension cost—accumulated loss (88,076)$  (63,993)$  3,818$   (3,153)$  

CHHS CSSW

 

A summary of the expected amortization amounts to be included in net periodic pension 
cost for 2020 is as follows: 

CHHS CSSW

Net actuarial loss 6,384$     243$  
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Due to the planned termination, the benefit payments are expected to be paid as follows: 

December 31 CHHS CSSW

2020 $358,367 $11,213
2021 -                 -         
2022 -                 -         
2023 -                 -         
2024 -                 -         
2025 and thereafter -                 -          

The expected CHHS contribution in 2020 is $33,303 and the expected CSSW contribution 
in 2020 is $4,045. 

8. LONG-TERM DEBT 

As of December 31, 2019 and 2018, long-term debt is as follows: 

2019 2018

WHEFA Revenue Bonds (“Bonds”):
  Fixed-rate Series 2017—including unamortized premium and debt
    issuance costs of $12,390 and $13,086 in 2019 and 2018,
    respectively, principal payable in annual installments from
    2023 through 2047 in amounts ranging from $4,935 to $19,615,
    interest payable semiannually at rates ranging from 3.25%–5.0% 327,790$ 328,486$ 

Fixed-rate taxable bank loan, payable in monthly installments
  from 2020 through 2023 including principal amounts ranging
  from $290 to $625, and 2.38% interest 23,420     30,110     

           Total long-term debt 351,210   358,596   

Less current installments (6,845)      (6,690)      

Long-term debt—net 344,365$ 351,906$  

The Hospital and Foundation are the only members of the Obligated Group for purposes of 
the Bonds. Payment of scheduled principal and interest is secured by a pledge of the 
Hospital’s and Foundation’s gross unrestricted receivables. 

The Obligated Group must meet a debt service coverage ratio financial covenant required 
by the bond trustee. The Obligated Group was in compliance with its financial covenant at 
December 31, 2019. 



 
 
 

- 27 - 

Scheduled annual principal payments on the Bonds and taxable bank loan for the next 
five years and thereafter are as follows: 

Years Ending
December 31

2020 6,845$     
2021 7,015      
2022 7,185      
2023 7,310      
2024 7,580      
Thereafter 302,885   

Total 338,820$  

9. LEASES 

CHHS and affiliates lease certain land, building space, and medical and other equipment 
under operating leases, and CHHS leases a portion of its facilities to other providers.  

The main campus of the Hospital, located in Wauwatosa, Wisconsin, is on approximately 
twelve acres of land leased from Milwaukee County. The lease has a term of 100 years, 
which commenced March 1, 1985, with nominal rent expense for the first 50 years. The 
Hospital leased an additional 43 acres of land on Milwaukee County grounds in 2001. This 
100-year lease with Milwaukee County provides the Hospital with adequate space and 
parking to meet local and regional needs for pediatric health care, education, and research. 
In November 2019, the Hospital purchased an additional building on the Milwaukee County 
grounds located adjacent to its existing buildings and assumed the remaining 55 years of 
the approximately seven acre land lease with Milwaukee County. 

The components of lease expense for the year ended December 31, 2019 are as follows: 

Operating lease expense $11,689
Sublease income (180)     

Total lease expense 11,509   

Amounts reported in the consolidated statement of financial position as of December 31, 
2019 were as follows: 

 

Operating leases:

Operating lease ROU assets 72,114$      
Operating lease liabilities 80,671         
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Other information related to leases as of December 31, 2019 was as follows: 

Supplemental cash flow information:

Cash paid for amounts included in the measurement of lease liabilities:

Operating cash flow from operating leases $10,342

ROU assets obtained in exchange for lease obligations:

Operating leases 76,827       

Weighted average remaining lease term:

Operating leases 7.8 years

Weighted average discount rate:

Operating leases 1.7%

 

Maturities of lease liabilities under noncancelable operating leases as of December 31, 
2019 are as follows: 

2020 12,520$      
2021 12,504        
2022 11,715        
2023 10,589        
2024 9,358          

Thereafter 29,681        

Total undiscounted lease payments 86,367$      

Less imputed interest (5,696)        

Total lease liabilities 80,671$      
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For the year ended December 31, 2018, rent expense was $18,389 and rental income was 
$5,876, and aggregate commitments under operating leases that have initial or remaining 
lease terms in excess of one year, less rental income, are as follows: 

Years Ending Operating
December 31 Leases

2019 13,758$   
2020 13,724     
2021 13,079     
2022 11,687     
2023 8,913      
Thereafter 82,076     

           Total commitments under leases 143,237   

Less rental income from noncancelable leases (14,680)   

Net commitments under operating leases 128,557$  

10. REVENUE AND RECEIVABLES 

The amount, timing and uncertainty of revenue recognized is affected by payor and service 
line associated with this revenue. The composition of net patient service revenue by payor 
for the years ended December 31 is as follows: 

Commercial and managed care 560,101$ 71 %   527,831$ 72 %   
Medicaid and Medicaid HMO 211,734   27     189,191   26     
Medicare and other government 7,280       1       7,059       1       
Self pay and other 6,505       1       4,293       1       

Total net patient service revenue 785,620$ 100 %  728,374$ 100 %  

2019 2018

 

The self-pay revenue above includes only revenue from patients without insurance. The 
revenue related to amounts due from patients for co-insurance and deductibles is included 
with the related primary insurance coverage. 
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The composition of net patient service revenue by service line for the years ended 
December 31 is as follows: 

           

Hospital inpatient 411,955$ 53 %   389,975$ 54 %   
Hospital outpatient 286,139   36     264,816   36     
Primary Care 66,401     9       58,300     8       
Ambulatory Surgery Center 10,276     1       8,899       1       
Other Health Care 10,849     1       6,381       1       

Total net patient service revenue 785,620$ 100 %  728,374$ 100 %  

2019 2018

 

The composition of patient accounts receivable by payor as of December 31 is as follows: 

Commercial and managed care 68,642$ 71 %   63,865$ 71 %   
Medicaid and Medicaid HMO 18,102  18    17,517  20    
Medicare and other government 597      1      745      1      
Self pay and other 9,753    10    7,365    8      

Total patient accounts receivable 97,094$ 100 % 89,492$ 100 % 

2019 2018

 

The self-pay patient accounts receivable above includes amounts due from patients for co-
insurance, deductibles, installment payment plans and amounts due from patients without 
insurance. 

In certain instances, CHHS will receive payment in advance of the services provided and 
would consider these amounts to represent contract liabilities. Contract liabilities as of 
December 31, 2019 and 2018 were not significant. 

During 2009, the State of Wisconsin enacted legislation that created a tax assessment on 
hospital revenue. Funds collected under the tax assessment are used to increase federal 
funding for the Wisconsin Medicaid program. The Hospital recognized $74,192 and $65,991 
of Medicaid and Medicaid HMO reimbursement for the years ended December 31, 2019 and 
2018, respectively, which is included in net patient service revenue in the consolidated 
statements of operations and changes in net assets, as well as $10,622 and $10,751 of 
provider tax expense as a result of the law for the years ended December 31, 2019 and 
2018, respectively.   

Laws and regulations governing the Medicare and Medical Assistance programs are 
extremely complex and subject to interpretation. Compliance with such laws and 
regulations are subject to government review and interpretation as well as significant 
regulatory action including fines, penalties, and exclusion from Medicare and Medical 
Assistance programs. As a result, there is at least a reasonable possibility that the 
recorded estimates may change. 



 
 
 

- 31 - 

11. CHARITY AND UNREIMBURSED CARE 

CHHS has a policy of providing free health care services to those unable to pay all or a 
portion of their charges and who meet certain eligibility criteria established in CHHS’ 
charity care policy. 

CHHS maintains records and monitors the level of charity and unreimbursed care it 
provides. The costs of charity and unreimbursed care, which are estimated using the ratio 
of total patient care cost to charges, for the years ended December 31, 2019 and 2018, 
are as follows: 

2019 2018

Medicaid, Medicaid HMO, and other government 99,969$   103,850$ 
Charity care 948         845         

Total 100,917$ 104,695$  

12. FUNCTIONAL EXPENSES 

CHHS exists for the purpose of providing an organized system for the delivery and 
management of pediatric health care and related services. Natural expenses attributable to 
more than one functional expense category are allocated using a variety of cost allocation 
techniques such as square footage and time and effort. 

Expenses by functional classification for the year ended December 31, 2019 consist of the 
following: 

Child
Health Welfare Consolidated

2019 Healthcare Plans Services Research Fundraising Admin Total

Salaries 265,676$ 11,253$   21,933$ 883$     4,130$ 61,892$   365,767$    
Employee benefits 73,701    3,555      8,908    221       937     15,443    102,765     
Medical and pharmaceutical supplies 109,379   3            2           12         - 157         109,553     
Non-medical supplies and other 18,674    1,132      2,784    73         1,141   6,930      30,734       
Net medical claims expenses - 259,700   - - - - 259,700     
Purchased services and professional fees 53,642    26,978    4,022    6,855    2,462   41,410    135,369     
Operation and maintenance of facilities 31,404    612         2,300    1,884    31       5,952      42,183       
Medical College of Wisconsin and resident fees 57,194    411         - 678       - 395         58,678       
Provider tax 10,622    - - - - - 10,622       
Depreciation 59,053    245         614       1,776    72       1,057      62,817       
Interest 11,554    - - - - - 11,554       

Total 690,899$ 303,889$ 40,563$ 12,382$ 8,773$ 133,236$ 1,189,742$  
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Expenses by functional classification for the year ended December 31, 2018 consist of the 
following: 

Child
Health Welfare Consolidated

2018 Healthcare Plans Services Research Fundraising Admin Total

Salaries 251,745$ 11,011$   20,526$ 724$     3,511$ 61,165$   348,683$    
Employee benefits 70,423    3,474      8,530    194       891     15,648    99,160       
Medical supplies 89,067    -             2           11         -         163         89,243       
Non-medical supplies and other 20,554    1,065      2,513    46         1,052   6,563      31,793       
Net medical claims expenses -             335,916   -           -           -         -             335,916     
Purchased services and professional fees 50,620    37,155    6,355    7,207    2,182   30,122    133,641     
Operation and maintenance of facilities 30,031    605         129       1,822    33       6,812      39,433       
Medical College of Wisconsin and resident fees 53,677    588         -           789       -         464         55,518       
Provider tax 10,751    -             -           -           -         -             10,751       
Depreciation 59,414    192         544       1,763    68       1,196      63,178       
Interest 12,807    -             -           -           -         -             12,807       

Total 649,090$ 390,007$ 38,600$ 12,557$ 7,737$ 122,133$ 1,220,123$  

13. FAIR VALUE OF FINANCIAL INSTRUMENTS 

Financial instruments consist primarily of cash and cash equivalents, investments, accounts 
receivable, pledges receivable, accounts payable, and long-term debt. Except for long-term 
debt, which is recorded at historic cost, the fair values of these instruments approximate 
their carrying amounts as of December 31, 2019 and 2018. The fair values of financial 
assets and liabilities are measured on a recurring basis using quoted prices in active 
markets for identical assets (Level 1 of the fair value hierarchy), significant other 
observable inputs (Level 2 of the fair value hierarchy), and significant unobservable inputs 
(Level 3 of the fair value hierarchy). 

The fair values of financial assets that are measured on a recurring basis as of 
December 31, 2019 and 2018, are as follows: 

2019 2018 2019 2018 2019 2018 2019 2018

Assets—Investments at fair
  value:
  Money market funds 15,620       28,369$     15,620$  28,369$  -      $    -      $    - $   - $   
  Fixed-income securities:
    U.S. government 218,318     243,782     -            -            218,318  243,782  -      -      
    U.S. government agency
      mortgage-backed 160,423     148,499     -            -            160,256  148,499  167  -      
    Corporate 147,686     143,587     -            -            147,571  143,587  115  -      
    International 82,479       75,863       -            -            82,479    75,863    -      -      
    Municipal 3,020        3,016        -            -            3,020      3,016      -      -      
    Pooled mutual funds 73,653       70,702       73,653    70,702    -            -            -      -      
    Blended Mutual Fund 58,307       40,268       58,307    40,268    -            -            -      -      
  Equity securities and funds:
    Large cap 390,762     301,409     390,762  301,409  -            -            -      -      
    Mid cap 63,913       48,012       63,913    48,012    -            -            -      -      
    Small cap 30,649       24,413       30,649    24,413    -            -            -      -      
    International 90,901       71,901       90,901    71,901    -            -            -      -      
    Emerging markets 32,742       25,838       32,742    25,838    -            -            -      -      

Total 1,368,473$ 1,225,659$ 756,547$ 610,912$ 611,644$ 614,747$ 282$ - $   

Investments measured at
  net asset value - 
  Alternative Investments 30,416       11,894       

Total 1,398,889$ 1,237,553$ 

Total (Level 1) (Level 2) (Level 3)
Fair Value Measurements Using
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Transfers between Level 1 and Level 2 are recognized at the end of the reporting period. 
There were no transfers during 2019 and 2018. 

Money Market and Mutual Funds—Valued at net asset value (NAV) of shares held at 
year-end. For funds that are publicly traded, quoted market prices are used. Mutual funds 
are classified based on the underlying assets of the fund. 

Fixed-Income Securities—Valued based on a compilation of observable market 
information or broker quote in an inactive market. 

Equity Securities—Valued at the closing price reported on the active markets on which 
the individual securities are traded. Certain equities are valued at the bid price. 

Alternative Investments – Valued based on the net asset value (NAV) per share. The 
NAV is used as a practical expedient to estimate fair value. The NAV is based on the fair 
value of the underlying investments held by the fund less its liabilities. The following table 
sets forth a summary of CHHS’ investments whose values were estimated using a reported 
NAV at December 31, 2019. 

Investments Measured at Net Asset Value—Certain investments that are measured 
using the NAV per share practical expedient have not been classified in the fair value 
hierarchy. The NAV amounts presented in this table are intended to permit reconciliation of 
the fair value hierarchy to the amount presented in Note 3. 

Fair Unfunded
Investment Value* Commitment

US Private Equity 15,848$ 21,707$ 
US Venture Capital 4,313     14,045   
Opportunistic Strategies 10,255   19,962   

30,416$ 55,714$ 

Fair Value Estimated Using Net Asset Value per Share
December 31, 2019

 

Fair Unfunded
Investment Value* Commitment

US Private Equity 4,864$   24,967$ 
US Venture Capital 5,377     21,599   
Opportunistic Strategies 1,653     11,133   

11,894$ 57,699$ 

Fair Value Estimated Using Net Asset Value per Share
December 31, 2018

 

* The fair values of the investments have been estimated using the net asset value of the 
investment. 
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The Foundation invests in various long-life partnerships. As of December 31, 2019, the 
portfolio included 22 partnerships with total commitments of $84,800. Of this total, 
$29,086 has been funded as of December 31, 2019, with unfunded commitments of 
$55,714 remaining. The partnerships have an expected life of between 8 and 13 years. 
The return of capital and additional income will occur over the life of the partnerships with 
no periodic redemption. The partnerships include buyout/growth equity, venture capital 
and opportunistic strategies. Of the total, 11 are focused within the information technology 
sector, 4 in healthcare and 7 in other market sectors such as industrial, retail, consumer 
products and business services. 

14. LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS 

CHHS’s financial assets available within one year of the balance sheet date for general 
expenditures such as operating expenses, scheduled principal payments on debt and 
construction costs not financed with debt are as follows: 

2019

Cash and cash equivalents 220,566$    
Patient accounts receivable 97,094        
Other receivables 65,645        
Investments 1,123,287   

           Total financial assets 1,506,592   

Receivables scheduled to be collected in more than one year (5,111)        

Contractual restrictions:
  Alternative investment unfunded commitments (55,714)       
  Health plan minimum statutory capital (28,760)       

Board designations—
  Operating/capital reserves (445,203)     

Financial assets available to meet cash needs for general
  expenditures within one year 971,804$     

CHHS has commitments to funding various alternative investments. As of December 31, 
2019, those unfunded commitments totaled $55,714. In addition, CCHP is required by the 
National Association of Insurance Commissioners (NAIC) to maintain minimum capital 
levels. As of December 31, 2019, the minimum capital amount required was $28,760. 
CHHS also has board of directors’ designated funds of $445,203 that are available for 
general expenditure with board approval as of December 31, 2019. The availability of 
certain amounts within the board designated investments may change in accordance with 
Board policies at any time. 

As part of CHHS’ liquidity management, it has a policy to structure its financial assets to be 
available as its general expenditures, liabilities and other obligations come due. In 
addition, CHHS invests cash in excess of daily requirements in short-term investments. 
CHHS has a goal to maintain financial assets, which consists of cash and short-term 
investments, on hand to meet normal operating expenses. 
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15. MEDICAL CLAIMS PAYABLE 

CCHP’s health insurances operations activity relating to medical claims payable for the 
years ended December 31, 2019 and 2018, is summarized as follows: 

2019 2018

Claims payable—January 1 53,499$           31,498$          

Plus incurred claims related to:
  Current year 275,522           352,767          
  Prior years (2,404)              (1,584)            

           Total incurred claims 273,118           351,183          

Less paid claims related to:
  Current year 235,228           299,368          
  Prior years 50,221             29,814            

           Total paid claims 285,449           329,182          

Claims payable—December 31 41,168$           53,499$           

CCHP uses paid claims and completion factors based on historical payment patterns to 
estimate incurred claims. Changes in payment patterns and claims trends can result in 
changes to prior years’ claims estimates. Changes in actuarial estimates of unpaid claims 
reported as “incurred claims related to prior year” in the schedule above reflect revisions in 
estimates of medical cost trends and changes in claims processing patterns. 
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16. CLAIMS DEVELOPMENT 

The following is information about the development of paid and incurred health claims as of 
December 31, 2019 for CCHP’s health insurances operations, which is presented net of 
reinsurance. The tables present claims development and cumulative claim payments by 
incurred year. The information about paid and incurred claims development prior to 2019 is 
presented as unaudited supplementary information: 

Individual/ACA 
Comprehensive

Incurred Year 2017 2018 2019

2017 18,263$     17,167$    17,188$       -$                      
2018 142,562    144,090       692                    
2019 77,118         13,137               

Cumulative incurred claims for the
periods presented 238,396$     13,829$             

Cumulative Incurred Claims, 

Total of IBNR 
Liabilities Plus 

Expected 
Development on 
Reported Claims

For the Years Ended December 31,
(Unaudited)

Net of Reinsurance

Incurred Year 2017 2018 2019

2017 15,126$         17,151$           17,187$   
2018 118,202           143,399   
2019 63,981     

Cumulative paid claims for

the periods presented 224,567   

All outstanding liabilities prior to
2017, net of reinsurance -               

Liability for commercial medical
claims payable, net of reinsurance 13,829$   

Cumulative Paid Claims, Net of Reinsurance
For the Years Ended December 31,

(Unaudited)
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Medicaid

Incurred Year 2017 2018 2019

2017 219,369$       215,886$         215,997$    4$                     
2018 210,205           206,141      179                   
2019 198,404      27,156              

Cumulative incurred claims for the
periods presented 620,542$    27,339$            

Cumulative Incurred Claims, Net of 
Reinsurance

Total of IBNR 
Liabilities Plus 

Expected 
Development on 

Reported 
Claims

For the Years Ended December 31,
(Unaudited)

Incurred Year 2017 2018 2019

2017 191,012$    215,801$    215,993$    
2018 181,166      205,962      
2019 171,248      

Cumulative paid claims for
the periods presented 593,203      

All outstanding liabilities prior to
2017, net of reinsurance -                 

Liability for Medicaid supplemental
medical claims payable, net of reinsurance 27,339$      

Cumulative Paid Claims, Net of 
Reinsurance

For the Years Ended December 31,
(Unaudited)

Reconciliation of the Disclosure of Paid and Incurred Claims Development to the Liability 
for Unpaid Claims – The reconciliation of the net paid and incurred claims development 
tables for CCHP’s health insurances operations to the liability for medical claims expense in 
the consolidated financial statement of financial position as of December 31, 2019 is as 
follows: 

Net outstanding liabilities:
Commercial 13,829$   
Medicaid 27,339     

Total gross liability for medical claims payable 41,168$    

* * * * * *  
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SUPPLEMENTARY CONSOLIDATING INFORMATION 



 
 
 

 

 
 
 
 
INDEPENDENT AUDITORS' REPORT ON SUPPLEMENTARY CONSOLIDATING 
INFORMATION 

 
To the Board of Directors of 
Children’s Hospital and Health System, Inc. and Affiliates:  
 
Our audits were conducted for the purpose of forming an opinion on the consolidated 
financial statements as a whole. The 2019 supplementary consolidating information on 
pages 40-42 is presented for the purpose of additional analysis, and is not a required part of 
the consolidated financial statements. The Supplemental Statement of Operations and 
Changes in Net Assets – Foster Care Medical Home for the year ended December 31, 2019 
on page 43 is presented for purposes of additional analysis and is not a required part of the 
2019 consolidated financial statements but is supplementary information required for 
submission to the Wisconsin Department of Health Services to meet requirements set forth 
by the Centers for Medicare and Medicaid Services. This supplementary information is the 
responsibility of Children’s Hospital and Health System, Inc. and Affiliates’ management and 
was derived from and relates directly to the underlying accounting and other records used 
to prepare the 2019 consolidated financial statements. Such information has been subjected 
to the auditing procedures applied in our audit of the 2019 consolidated financial statements 
and certain additional procedures, including comparing and reconciling such information 
directly to the underlying accounting and other records used to prepare the consolidated 
financial statements or to the consolidated financial statements themselves, and other 
additional procedures in accordance with auditing standards generally accepted in the 
United States of America. In our opinion, such information is fairly stated in all material 
respects in relation to the 2019 consolidated financial statements as a whole. 
 

 
 
April 22, 2020
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATING STATEMENT OF FINANCIAL POSITION INFORMATION
AS OF DECEMBER 31, 2019
(Dollars in thousands)

Children’s Children’s Children’s Children’s Surgicenter
Children’s Hospital of Hospital and Children’s Service Community Skywalk of Greater
Hospital of Wisconsin Health Medical Society of Health Pharmacy Milwaukee,

Wisconsin, Inc. Foundation, Inc. Eliminations Combined System, Inc. Group, Inc. Wisconsin Plan, Inc. Center LLC Eliminations Consolidated
ASSETS

CURRENT ASSETS:
  Cash and cash equivalents 79,188$     16,109$     -$            95,297$     478$     446$     58$       121,445$  412$    2,430$   -$          220,566$   
  Patient accounts receivable 95,173       -              -             95,173       2,045    4,522    192       -             -         1,542     (6,380)    97,094       
  Other receivables 8,532        130           -             8,662        1,516    456       5,164    49,260     929     -           (342)      65,645       
  Inventory of supplies 10,430       -              -             10,430       -          1,310    -          -             1,305   557        -           13,602       
  Prepaid expenses 10,764       428           -             11,192       9,999    596       361       389         10       13         -           22,560       
  Intercompany receivable 78,981       -              (31,334)    47,647       -          -          -          -             -         5,744     (53,391)  -              

           Total current assets 283,068     16,667       (31,334)    268,401     14,038  7,330    5,775    171,094   2,656   10,286   (60,113)  419,467     

INVESTMENTS 352,574     734,810     -             1,087,384   15,878  -          -          23,028     -         12,875   (15,878)  1,123,287  

ASSETS LIMITED AS TO USE:
  Limited under bond indentures for capital additions 28,447       -              -             28,447       -          -          -          -             -         -           -           28,447       
  Restricted by donors for specific purpose -              78,994       -             78,994       -          -          -          -             -         -           -           78,994       
  Restricted by donors in perpetuity -              203,767     -             203,767     -          -          -          -             -         -           -           203,767     

           Total assets limited as to use 28,447       282,761     -             311,208     -          -          -          -             -         -           -           311,208     

PROPERTY AND EQUIPMENT—Net 462,045     791           -             462,836     27,334  12,235  3,026    655         28       8,703     -           514,817     

LEASE ASSET 48,224       -              -             48,224       11,528  8,209    3,263    890         -         -           -           72,114       

OTHER ASSETS 3,274        101           -             3,375        16,609  7,088    -          843         241     -           -           28,156       

BENEFICIAL INTEREST IN NET ASSETS OF
  CHILDREN’S HOSPITAL OF WISCONSIN FOUNDATION, INC 796,583     -              (796,583)   -               2,468    -          2,564    -             -         -           (5,032)    -              

TOTAL 1,974,215$ 1,035,130$ (827,917)$ 2,181,428$ 87,855$ 34,862$ 14,628$ 196,510$  2,925$ 31,864$  (81,023)$ 2,469,049$ 

(Continued)

Obligated Group
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATING STATEMENT OF FINANCIAL POSITION INFORMATION
AS OF DECEMBER 31, 2019
(Dollars in thousands)

Children’s Children’s Children’s Children’s Surgicenter
Children’s Hospital of Hospital and Children’s Service Community Skywalk of Greater
Hospital of Wisconsin Health Medical Society of Health Pharmacy Milwaukee,

Wisconsin, Inc. Foundation, Inc. Eliminations Combined System, Inc. Group, Inc. Wisconsin Plan, Inc. Center LLC Eliminations Consolidated
LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
  Accounts payable 37,674$     528$          -$                38,202$     7,689$  3,080$  714$     1,554$    1,453$  413$     -$          53,105$     
  Intercompany payable -              31,334       (31,334)        -              41,196  7,342    4,156    697        -         -          (53,391)  -              
  Accrued expenses:
    Salaries and benefits 40,545       617            -                 41,162       6,603    4,642    1,282    606        -         50        -           54,345       
    Personal leave benefits 16,529       333            -                 16,862       5,870    1,308    1,354    490        -         258       -           26,142       
    Interest 4,946        -               -                 4,946        -          -          -          -            -         -          -           4,946        
  Estimated third-party payor settlements 699           -               -                 699           -          -          -          -            -         -          -           699           
  Current installments of long-term debt 6,845        -               -                 6,845        -          -          -          -            -         -          -           6,845        
  Short term lease liability 5,930        -               -                 5,930        2,547    1,525    1,099    152        -         -          -           11,253       
  Claims payable and other current liabilities 1,052        92             -                 1,144        183                 574       89,390    2         197       (6,722)    84,768       

           Total current liabilities 114,220     32,904       (31,334)        115,790     64,088  17,897  9,179    92,889    1,455   918       (60,113)  242,103     

OTHER LONG-TERM LIABILITIES 44,421       746            -                 45,167       8,101    10,129  88        -            -         -          -           63,485       

ACCRUED PENSION 33,303       -               -                 33,303       -          -          3,175    -            -         -          -           36,478       

LONG-TERM LEASE LIABILITY 46,466       -               -                 46,466       13,198  6,836    2,186    732        -         -          -           69,418       

LONG-TERM DEBT—Less current installments 344,365     -               -                 344,365     -          -          -          -            -         -          -           344,365     

           Total liabilities 582,775     33,650       (31,334)        585,091     85,387  34,862  14,628  93,621    1,455   918       (60,113)  755,849     

NET ASSETS:
  Without donor restrictions 1,113,711  718,719      (518,854)       1,313,576  -          -          (2,564)   102,889  1,470   30,946  (15,878)  1,430,439  

  With donor restrictions
    Restricted by purpose 75,201       78,994       (75,201)        78,994       2,153    -          1,640    -            -         -          (3,793)    78,994       
    Restricted in perpetuity 202,528     203,767      (202,528)       203,767     315       -          924       -            -         -          (1,239)    203,767     

277,729     282,761      (277,729)       282,761     2,468    -          2,564    -            -         -          (5,032)    282,761     

           Total net assets 1,391,440  1,001,480   (796,583)       1,596,337  2,468    -          -          102,889  1,470   30,946  (20,910)  1,713,200  

TOTAL 1,974,215$ 1,035,130$  (827,917)$     2,181,428$ 87,855$ 34,862$ 14,628$ 196,510$ 2,925$  31,864$ (81,023)$ 2,469,049$ 

See notes to supplementary consolidating information. (Concluded)

Obligated Group
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

CONSOLIDATING STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS WITHOUT DONOR RESTRICTIONS INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2019
(Dollars in thousands)

Children’s Children’s Children’s Children’s Surgicenter
Children’s Hospital of Hospital and Children’s Service Community Skywalk of Greater
Hospital of Wisconsin Health Medical Society of Health Pharmacy Milwaukee,

Wisconsin, Inc. Foundation, Inc. Eliminations Combined System, Inc. Group, Inc. Wisconsin Plan, Inc. Center LLC Eliminations Consolidated

OPERATING REVENUE:
  Net patient service revenue 723,528$ -$            -$            723,528$ 13,262$  69,905$  2,419$  -$          -$         10,982$ (34,476)$  785,620$   
  Premium revenue and other capitated arrangements -            -             -             -            2,764      -           -          362,633  -          -          -             365,397     
  Other 53,234    28,611      (6,586)      75,259    110,974  2,763     37,164  1,057      10,898  1,205    (117,988)  121,332     

           Total operating revenue 776,762  28,611      (6,586)      798,787  127,000  72,668   39,583  363,690  10,898  12,187  (152,464)  1,272,349  

OPERATING EXPENSES:
  Salaries 208,759  4,130       -             212,889  75,392    44,889   21,933  8,063      -          2,601    -             365,767     
  Employee benefits 61,304    937          -             62,241    19,063    9,454     8,908    2,406      -          693       -             102,765     
  Medical and pharmaceutical supplies 85,710    -             -             85,710    730        12,776   2          3           9,342    2,152    (1,162)     109,553     
  Non-medical supplies and other 16,282    18,944      (6,586)      28,640    7,906      1,268     2,790    1,092      166       243       (11,371)    30,734       
  Net medical claims expenses -            -             -             -            (7)          -           -          294,540  -          -          (34,833)    259,700     
  Purchased services and professional fees 143,883  3,285       -             147,168  50,129    4,169     6,216    27,947    1,300    1,934    (103,494)  135,369     
  Operation and maintenance of facilities 24,728    31           -             24,759    8,604      6,673     2,300    404        68        979       (1,604)     42,183       
  Medical College of Wisconsin and resident fees 56,489    -             -             56,489    1,216      706        -          267        -          -          -             58,678       
  Provider tax 10,622    -             -             10,622    -            -           -          -            -          -          -             10,622       
  Depreciation 55,726    72           -             55,798    3,075      2,265     614       171        10        884       -             62,817       
  Interest 11,530    -             -             11,530    -            -           -          -            24        -          -             11,554       

           Total operating expenses 675,033  27,399      (6,586)      695,846  166,108  82,200   42,763  334,893  10,910  9,486    (152,464)  1,189,742  

OPERATING INCOME (EXPENSE) 101,729  1,212       -             102,941  (39,108)   (9,532)    (3,180)   28,797    (12)       2,701    -             82,607       

NONOPERATING INCOME (EXPENSES):
  Investment income 12,302    23,015      -             35,317    -            -           2          2,001      -          350       -             37,670       
  Change in net unrealized gains and losses on investments 10,631    114,580    -             125,211  -            -           -          181        -          766       -             126,158     
  Other (1,232)    1             -             (1,231)    (145)       (30)        (48)       (2,454)    -          -          -             (3,908)       

           Net nonoperating income (expenses) 21,701    137,596    -             159,297  (145)       (30)        (46)       (272)       -          1,116    -             159,920     

EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES 123,430  138,808    -             262,238  (39,253)   (9,562)    (3,226)   28,525    (12)       3,817    -             242,527     

Increase (decrease) in beneficial interest in net assets
Without donor restrictions of Children's Hospital of Wisconsin               
  Foundation, Inc. 114,640  -             (114,640)   -            -            -           -          -            -          -          -             -              

Transfers (to) from affiliated organizations (78,278)   26,000      -             (52,278)   39,106    9,527     3,645    -            1,482    -          (1,482)     -              

Net assets released from restrictions—capital acquisitions 2,580      -             -             2,580      147        -           20        -            -          -          -             2,747        

Pension-related changes other than net periodic pension cost (24,083)   -             -             (24,083)   -            -           (665)     -            -          -          -             (24,748)     

INCREASE (DECREASE) IN NET ASSETS WITHOUT DONOR RESTRICTION 138,289$ 164,808$  (114,640)$ 188,457$ -$          (35)$      (226)$    28,525$  1,470$  3,817$  (1,482)$    220,526$   

See notes to supplementary consolidating information.

Obligated Group
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CHILDREN’S HOSPITAL AND HEALTH SYSTEM, INC., AND AFFILIATES

STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS - FOSTER CARE MEDICAL HOME
AS OF DECEMBER 31, 2019
(Dollars in thousands)

Foster Care
Medical Home Other Other Consolidated

Contract Medicaid Non-Medicaid Total

REVENUE:
  Premium revenue -$                237,460$           108,454$        345,914$        
  Other capitated arrangements 19,483          -                      -                   19,483           
  Other operating revenue -                  9                     906,943          906,952          

           Total operating revenue 19,483          237,469            1,015,397       1,272,349       

EXPENSES:
  Medical expenses 13,025          197,256            49,419            259,700          
  Claims adjustment expense 599              21,239              4,350             26,188           
  Other operating expenses 5,394           6,660               891,800          903,854          

           Total operating expenses 19,018          225,155            945,569          1,189,742       

OPERATING INCOME 465$            12,314$            69,828$          82,607           

NONOPERATING INCOME
  (EXPENSE):
  Investment income 37,670           
  Change in net unrealized
    gains and losses on investments 126,158          
  Other (3,908)            

           Net nonoperating income 159,920          

EXCESS OF REVENUE OVER
  EXPENSES 242,527          

OTHER CHANGES IN
  UNRESTRICTED NET ASSETS (22,001)          

INCREASE IN
  UNRESTRICTED NET ASSETS 220,526$        
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NOTE TO SUPPLEMENTARY CONSOLIDATING INFORMATION 
AS OF AND FOR THE YEAR ENDED DECEMBER 31, 2019 
(Dollars in thousands) 

OBLIGATED GROUP AND BASIS OF REPORTING 

Obligated Group—Children’s Hospital of Wisconsin, Inc., and Children’s Hospital of Wisconsin 
Foundation, Inc., are the only members of the obligated group (the “Obligated Group”) for 
purposes of the issuance of bonds through the Wisconsin Health and Educational Facilities 
Authority. 

Basis of Reporting—In accordance with financial statement presentation under the bond 
agreements, the consolidating statement of financial position information and consolidating 
statement of operations and changes in net assets without donor restrictions information as of 
and for the year ended December 31, 2019, exclude the effects of consolidating subsidiaries 
controlled by members of the Obligated Group and the effects of recording the beneficial 
interest in the net assets held by certain affiliated entities on behalf of members of the 
Obligated Group. 

Parent-Only Financial Statements—The primary financial statements of Children’s Hospital 
and Health System, Inc., are the consolidated financial statements. The amounts reflected in 
the supplementary consolidating information for Children’s Hospital and Health System, Inc., 
are the financial position and operations of only the parent corporation and do not reflect the 
parent’s interest in controlled entities. 

* * * * * *  
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APPENDIX C 
 

SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 

A brief description of the Master Indenture is included hereafter in this Appendix C.  Such 
description does not purport to be comprehensive or definitive.  All references herein to the Master 
Indenture are qualified in their entirety by reference to such document, copies of which are available for 
review prior to the issuance and delivery of the Series 2020 Bonds (as defined in the forepart to this Official 
Statement) at the offices of the Underwriter and thereafter at the offices of the Bond Trustee.  All references 
herein to the Series 2020 Bonds are qualified in their entirety by reference to the definitive forms thereof 
and the information with respect thereto included in the Bond Indenture. 

AMENDMENTS TO THE MASTER INDENTURE 

The Obligated Group Members have proposed certain amendments to the Master 
Indenture set forth below (collectively, the “Proposed Amendments”).  By acceptance of the 
Series 2020 Master Note (as defined in the forepart to this Official Statement), the Holder thereof 
has consented to the Proposed Amendments.  Except as described below, the Proposed 
Amendments will not be effective upon the issuance of the Series 2020 Bonds.  Rather, the 
Proposed Amendments shall become effective upon receipt of the consent of the holders of not 
less than a majority of the Master Notes as provided in clause (a) under “SUPPLEMENTAL 
MASTER INDENTURES – Supplemental Master Indentures Requiring Consent of Master Note 
Holders” below.  The Proposed Amendments are as follows: 

Additional Definitions:  The following definitions are inserted in the Master Indenture in such 
order as to maintain alphabetic construction: 

“Assumed Term” means, at the option of the Obligated Group Representative, a period of 
up to 30 years; provided, however, for any Indebtedness that has a Stated Maturity more than 30 
years from the date of the relevant calculation, the Assumed Term for such Indebtedness shall, at 
the election of the Obligated Group Representative, be not greater than the period until the Stated 
Maturity of such Indebtedness. 

“Capital Appreciation Indebtedness” means any Indebtedness, or portion thereof, which at 
the time of the original offering or sale thereof, is offered for sale to the public or sold to the initial 
purchaser or purchasers thereof with a stated interest rate which is less than the original issue yield 
to maturity thereof or with no stated interest rate, and with respect to which a Compounded Value 
is required to be determined by the indenture or other agreement pursuant to which such 
Indebtedness was issued. 

“Capitalization” means the sum of the aggregate Long-Term Indebtedness of any Person 
or group of Persons, plus the aggregate unrestricted net assets of any such Person or group of 
Persons, all as calculated in accordance with generally accepted accounting principles in the United 
States. 

“Compounded Value” means, with respect to any Indebtedness or portion thereof which is 
Capital Appreciation Indebtedness, the initial price or initial principal amount at which such Capital 
Appreciation Indebtedness was offered for sale to the public or sold to the initial purchaser or 
purchasers thereof at the original offering or sale thereof, without reduction to reflect underwriter’s 
discount or placement fees, compounded at the original issue yield to maturity of such Capital 
Appreciation Indebtedness to the date of determination of compounded value in the manner 
provided in the indenture or other agreement pursuant to which such Capital Appreciation 
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Indebtedness was issued less, with respect to any Capital Appreciation Indebtedness with interest 
payable on a current basis, any interest paid or payable during such period. 

“Force Majeure Event” means any of the following: acts of God; acts of public enemies; 
validly issued orders of any kind of the government of the United States of America, the state or 
states in which such Member of the Obligated Group is doing business, or any of their departments, 
agencies, political subdivisions or officials, or any civil or military authority, imposed due to factors 
not within the control of such Obligated Group Member and having a material effect on its ability 
to carry out its agreements hereunder; insurrections; riots; epidemics; pandemics; landslides; 
lightning; earthquakes; fires; hurricanes; 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 inability) not within the control of such 
Member of the Obligated Group. 

“Maturity” when used with respect to any Indebtedness means the date on which the 
principal of such Indebtedness or any installment thereof becomes due and payable, and when used 
in connection with an obligation that is not Indebtedness means the date for payment of the same, 
in either case as therein provided and whether at the Stated Maturity or by declaration of 
acceleration, demand, call for redemption, or otherwise. 

“New Group” means such Persons who agree to (i) become jointly and severally obligated 
under a Replacement Master Indenture for any obligation thereunder, and (ii) otherwise comply 
with the provisions of such Replacement Master Indenture. 

“Rating Agency” means Fitch Inc., Moody’s Investors Service, Inc., S&P Global Ratings, 
and any other national rating agency then rating Indebtedness of the Obligated Group. 

“Rating Category” means a generic securities rating category, without regard to any 
refinement or gradation of such rating category by a numerical modifier, outlook or otherwise. 

“Replacement Master Indenture” means a master trust indenture entered into by a New 
Group and a master trustee that, inter alia, (i) provides that all Outstanding Master Notes shall be 
deemed to be a note or obligation issued under and entitled to the security and benefits of such 
Replacement Master Indenture, without the necessity of any amendment, exchange or replacement 
of such Master Note(s); or (ii) provides for the exchange or replacement of all Outstanding Master 
Notes with notes or obligations issued under and entitled to the benefits of such Replacement 
Master Indenture. 

“SIFMA Index” means, on any date, a rate determined on the basis of the seven-day high 
grade market index of tax-exempt variable rate demand obligations, as produced by Municipal 
Market Data and published or made available by the Securities Industry & Financial Markets 
Association (“SIFMA”) or any Person acting in cooperation with or under the sponsorship of 
SIFMA or if such index is no longer available “SIFMA Index” shall refer to an index selected by 
the Obligated Group Representative, with the advice of an investment banking or financial services 
firm knowledgeable in health care matters. 

“Stated Maturity” when used with respect to any Indebtedness or any installment of interest 
thereon means the date specified in such Indebtedness or in the coupon representing such 
installment of interest as the fixed date on which the principal of such Indebtedness or such 
installment of interest is due and payable, and when used in connection with Master Notes that are 
not Indebtedness means the date for payment of the same. 



 C-3

 “Transaction Test” means the Trustee shall have received an Officer’s Certificate of the 
Obligated Group Representative:   

(a) stating that no Event of Default hereunder then exists or would result from the 
proposed transaction; and 

(b) (i) demonstrating that, on a pro-forma basis adjusted for impacts of the 
proposed transaction, the Income Available for Debt Service of the Obligated Group for the most 
recently completed Fiscal Year for which audited Financial Statements are available would not be 
less than 110% of the Maximum Annual Debt Service Requirements of the Obligated Group; or 

(ii) demonstrating that, on a pro-forma basis adjusted for impacts of the proposed 
transaction, the unrestricted net assets of the Obligated Group immediately after the proposed 
transaction will be at least equal to 70% of the unrestricted net assets of the Obligated Group 
immediately prior to the proposed transaction, based upon the most recently completed Fiscal Year 
for which audited Financial Statements are available; or  

(iii) demonstrating that, on a pro-forma basis adjusted for impacts of the proposed 
transaction, all Long-Term Indebtedness of the Obligated Group would not exceed 66-2/3% of the 
Capitalization of the Obligated Group following the proposed transaction, based upon the most 
recently completed Fiscal Year for which audited Financial Statements are available; 

Amended Definitions:  The following definitions are amended as set forth below: 

“Debt Service Requirement” is amended as follows:  

(i) The following paragraph shall be added as a separate paragraph under 
paragraph (a): 

Notwithstanding the foregoing, with respect to future payments for any 
Guaranties issued by the Obligated Group, no principal or interest on such 
Guaranties shall be included in the definition of “Debt Service 
Requirement” if the payment of such Indebtedness has also been 
guaranteed or otherwise assured by a letter of credit, insurance policy or 
guaranty from an institution the long term debt of which has a rating 
assigned to it by a Rating Agency in one of the four highest Rating 
Categories then in effect for such Rating Agency immediately prior to the 
delivery by such institution of its letter of credit, insurance policy or 
guaranty. 

(ii) paragraph (c) shall be deleted in its entirety and replaced with the following: 
 

(c) With respect to Variable Rate Indebtedness, interest shall be calculated 
assuming that the interest rate on such Variable Rate Indebtedness shall be 
equal to, at the option of the Obligated Group Representative, (i) the 
average interest rate per annum that would have been in effect for such 
Variable Rate Indebtedness for any 12 consecutive calendar months 
during the previous 18 calendar months or (ii) the average of the SIFMA 
Index for any 12 consecutive calendar months during the previous 18 
calendar months; provided, however, that if the interest rate on such 
Variable Rate Indebtedness is contractually required to be set at a 
minimum floor rate or maximum cap rate, in no event shall (i) or (ii) above 
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be lower than such minimum floor rate or in excess of such maximum cap 
rate; 

(ii) Paragraphs (d) and (f) shall be deleted in their entirety and replaced with 
the following: 

(d) The principal of (and premium, if any) and interest and other debt 
service charges on any Long-Term Indebtedness that are or could become 
due or payable in respect of any required payment or purchase of such 
Long-Term Indebtedness shall be excluded from the calculation of Debt 
Service Requirements to the extent such amounts are payable from funds 
or securities irrevocably deposited or set aside in trust or escrowed for such 
purpose. 

(f) If arrangements have been made for the redemption or payment of 
any amount of principal of (and premium, if any) and interest and other 
debt service charges on any Long-Term Indebtedness which is then 
Outstanding or treated as Outstanding under this definition with proceeds 
of other firmly committed Long-Term Indebtedness or other committed 
sources of money (including any commitment by any Person to make 
payments under a Financial Products Agreement), then the principal of 
(and premium, if any) and interest and other debt service charges to be 
refinanced or paid by such firmly committed Long-Term Indebtedness or 
by such other committed money shall be ignored for purposes of such 
calculation, and any such firmly committed Long-Term Indebtedness shall 
be treated as Outstanding with terms as set forth in the related loan 
commitment. 

(iii) The following paragraphs are inserted in their entirety following 
paragraph (f): 

 (g) If any Long-Term Indebtedness has a Stated Maturity or Maturity 
within four years of the date of calculation of Debt Service Requirements 
and the Obligated Group Representative delivers to the Trustee an 
Officer’s Certificate, dated within 90 days of the date of such calculation, 
stating that the Obligor on such Long-Term Indebtedness anticipates (i) 
redeeming or refunding any amount of principal of (and premium, if any) 
and interest and other debt service charges on such Indebtedness with 
proceeds of other Indebtedness, and (ii) the issuance on or before such 
Stated Maturity or Maturity of Indebtedness for such purpose with a term 
(which shall not extend beyond 30 years after such date of calculation), 
amortization, and interest rate as stated in such Officer’s Certificate is 
reasonably attainable assuming such refunding debt is issued on the date 
of calculation of such Debt Service Requirement, then for purposes of such 
calculation, the amount of principal of (and premium, if any) and interest 
and other debt service charges maturing shall be ignored and the principal 
of (and premium, if any) and interest and other debt service charges on the 
Long-Term Indebtedness described in clause (ii) of this paragraph (g), as 
if issued at the Stated Maturity or Maturity of the principal so ignored, 
shall be added. 
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(h) With respect to Capital Appreciation Indebtedness, the 
Compounded Value of any Capital Appreciation Indebtedness may be 
excluded from the determination of Debt Service Requirements for any 
period unless such Compounded Value was or is actually due and payable 
during such period. 

(i) With respect to payments for all, but not less than all, of the Outstanding 
Long-Term Indebtedness of any Person or Persons, the Obligated Group 
Representative may, at its option, assume that (i) the principal balance of 
such Indebtedness (after adjustment as provided in clause (a) of this 
definition) will be refinanced on the date of such calculation, (ii) such 
principal balance will be payable over the Assumed Term from the date of 
such calculation, (iii) such principal balance will bear interest at the 
Projected Rate from the date of such calculation, and (iv) the interest and 
other debt service charges on such Long-Term Indebtedness will be 
payable in equal annual installments or an alternate schedule of 
amortization sufficient to pay the principal of and interest and other debt 
service charges over the Assumed Term. 

“Income Available for Debt Service” is amended to insert the following language in its 
entirety as the last paragraph thereof: 

Provided, however, at the option of the Obligated Group Representative, net realized gains 
and losses from the sale of investments may be included in the computation of Income 
Available for Debt Service on the basis of the average annual amount of those gains and 
losses for the three Fiscal Years immediately preceding the computation date for which 
Financial Statements are available (rather than including the actual amount of net realized 
gains and losses from the sale of investments for the period for which a computation is 
being made); and provided, further, that, if any percentage of debt service on Indebtedness 
of any person whose Indebtedness has been Guaranteed by the Obligated Group is included 
in Debt Service Requirements for any Fiscal Year, then the Obligated Group may choose 
to include the Income Available for Debt Service of such Person, up to the amount of debt 
service of such Person so included, in the Income Available for Debt Service of the 
Obligated Group for such Fiscal Year.  

 “Projected Rate” is amended to insert the following language in its entirety as the last 
paragraph thereof 

 “Projected Rate” means, at the option of the Obligated Group Representative, as to any 
Indebtedness: (a) the “25-Bond Revenue” index rate for 30-year tax-exempt revenue 
bonds, as published by The Bond Buyer on any date selected by the Obligated Group 
Representative that is within 60 days prior to the date of any calculation made with respect 
to the Index Rate, or an index reasonably comparable to the “25-Bond Revenue” index rate 
for 30-year tax-exempt revenue bonds, such alternative index to be selected by the 
Obligated Group Representative, (b) the then weighted average coupon or, if applicable, 
arbitrage yield calculated for federal tax purposes of all such Indebtedness, as selected by 
the Obligated Group Representative and as certified by the Obligated Group Representative 
in such certificate, (c) the Securities Industry and Financial Markets Association (SIFMA) 
Municipal Swap Index or any successor index thereto, or (d) such other interest rate or 
interest index as may be certified in writing by an Authorized Representative to the Trustee 
as appropriate to the  
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Covenant Compliance based on Maximum Annual Debt Service Coverage:  All references to 
Historical Debt Service Coverage Ratio in the Master Indenture are deleted in their entirety and replaced 
with the defined term “Maximum Annual Debt Service Coverage Ratio”. 

Covenant Compliance based on Obligated Group or System Operating Results and Financial 
Position:  Notwithstanding any requirement in the Master Indenture to the contrary, all financial covenants 
may be tested, at the Obligated Group’s discretion, based upon the financial position and operations of the 
Obligated Group or those of Children’s Hospital and Health System, Inc. and its consolidated Affiliates and 
subsidiaries.  

No Consultant Call-in Required under Certain Circumstances:  The following language is 
added to the provisions described under the heading “HISTORICAL DEBT SERVICE COVERAGE 
RATIO” below: 

Notwithstanding the foregoing, if (i) the Obligated Group has no less than 150 Days of 
Unrestricted Cash on Hand as of such Fiscal Year end or (ii) such failure to maintain a Maximum 
Annual Debt Service Coverage Ratio of 1.10 is a direct or indirect result of a Force Majeure Event, 
as determined in the sole discretion of the Obligated Group Representative, then the Obligated 
Group Representative shall not be required to retain a Management Consultant for the purposes 
described under this subheading; provided that if such failure is a direct or indirect result of a Force 
Majeure Event, then the Obligated Group Representative shall deliver an Officer’s Certificate to 
the Trustee stating the nature of the Force Majeure Event and describing the steps the Obligated 
Group is taking with respect to the rates, fees and charges or expenses of the Obligated Group and 
the Obligated Group’s methods of operation and other factors affecting its financial condition in 
order to improve the Maximum Annual Debt Service Coverage Ratio for the then current Fiscal 
Year. 

Amendments to the Limitation on Indebtedness.  The limitation contained in the Master 
Indenture on the Obligated Group’s ability to incur additional Indebtedness (as described under the heading 
“Additional Indebtedness” below) is deleted and replaced with the following: 

Any Obligated Group Member may incur Indebtedness, including Indebtedness issued 
hereunder and evidenced by a Master Note, without restriction. Any such Indebtedness may be 
secured by a Lien on the Unrestricted Receivables on parity with the lien granted hereunder; 
provided if such Indebtedness is not issued hereunder and evidenced by a Master Note, the Master 
Trustee receives an intercreditor agreement from the holder of such Indebtedness in a form 
satisfactory to the Master Trustee and its counsel. In addition, Indebtedness may be secured by a 
lien on Unrestricted Receivables subordinated to the Lien on Unrestricted Receivables hereunder 
and a Lien on tangible assets of the Obligated Group not constituting Unrestricted Receivables. 

 
Replacement Master Indenture.  The following provision is added to the Master Indenture, which 

provides for delivery of a Replacement Master Indenture and a New Group without the consent of the 
holders of Master Notes as described below. 

 
Replacement Master Indenture.  Upon the written request of the Obligated Group 

Representative and delivery to the Master Trustee of: (a) a Replacement Master Indenture, (b) an 
Officer’s Certificate demonstrating compliance with the Transaction Test, and (c) each Rating 
Agency then rating any Indebtedness secured by Master Notes without taking into account any 
credit enhancement (or, if no Rating Agency has in effect a rating for any Indebtedness secured by 
Master Notes then Outstanding without taking into account any credit enhancement, at least one 
Rating Agency selected by the Obligated Group Representative) shall confirm in writing prior to 
the implementation of the Replacement Master Indenture that the ratings on any such Indebtedness 
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secured by Master Notes of the New Group immediately subsequent to the implementation of the 
Replacement Master Indenture (X) will be rated equal to or higher than the “A” Rating Category, 
or (Y) if the then current rating of any Indebtedness secured by Master Notes (without giving effect 
to any credit enhancement) is less than the “A” Rating Category, then such rating will be not less 
than the then current rating of the Indebtedness secured by Master Notes, then (i) the Master Trustee 
shall acknowledge the substitution of such Replacement Master Indenture and the liens, rights and 
interests created under this Master Indenture shall cease, terminate and become null and void; (ii) 
the Master Trustee shall, at the expense of the Obligated Group Members, execute proper 
instruments acknowledging satisfaction of and discharging this Master Indenture and authorizing 
the Obligated Group Representative to file such terminations and releases as may be necessary to 
evidence the termination of the Master Trustee’s security interest in the Unrestricted Receivables; 
and (iii) an Opinion of Counsel shall be provided to the Master Trustee to the effect that 

(i) Such Replacement Master Indenture has been duly authorized, executed and 
delivered by, and constitutes the legal, valid, binding and enforceable obligation of, the New Group, 
subject to customary exceptions; 

(ii) The acknowledgement of such Replacement Master Indenture and the release of 
this Master Indenture will not adversely affect any exemption from federal income taxation of 
interest on Indebtedness secured by an Outstanding Master Note and otherwise entitled to such 
exemption; and 

(iii) All requirements and conditions to the release of this Master Indenture, including 
those set forth in any Related Supplement or Related Bond Indenture, have been complied with and 
satisfied. 

Upon the acceptance of a Replacement Master Indenture and the release of this Master 
Indenture, all Outstanding Master Notes shall be deemed to be a note or obligation issued under 
and entitled to the security and benefits of such Replacement Master Indenture, without the 
necessity of any amendment, exchange or replacement of such Master Notes, unless and until such 
Master Notes are exchanged for or replaced with a note or obligation issued under and entitled to 
the security and benefits of such Replacement Master Indenture in accordance with the terms 
thereof.  Upon the acknowledgement of a Replacement Master Indenture and the release of this 
Master Indenture, the Master Trustee shall provide written notice thereof to the Holders of all 
Master Notes. 

The Proposed Amendment set forth under this subheading “Replacement Master 
Indenture” shall be in effect as to the Series 2020 Bonds and the Series 2020 Master Note upon the date of 
issuance thereof without further consent by Holders of Outstanding Master Notes. 

Sale, Lease or Other Disposition of Assets.  The limitation contained in the Master Indenture on 
the Obligated Group’s ability to sell, lease or otherwise dispose of its Assets (as described under the heading 
“Sale, Lease or Other Disposition of Assets” below) is deleted and replaced with the following: 

Except with respect to the sale, lease or other disposition of assets that is part of a 
disposition of all or substantially all assets of an Obligated Group Member as described under 
“CONSOLIDATION, MERGER, SALE OR CONVEYANCE” below, any Obligated Group 
Member may make dispositions of any Property in any manner, without restriction. 

Additional Dollar of Long-Term Indebtedness changed to the Transaction Test.  All references to the 
phrase “the condition described in subsection (a)(2) or (3) of the provisions of the Master Indenture 
described under “ADDITIONAL INDEBTEDNESS” below would be met for the incurrence of one dollar 
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of Long-Term Indebtedness” in the Master Indenture shall be replaced with “the Transaction Test would 
have been met” under the headings “ENTRANCE INTO THE OBLIGATED GROUP,” 
“CESSATION OF STATUS AS A MEMBER OF THE OBLIGATED GROUP” AND 
“CONSOLIDATION, MERGER, SALE OR CONVEYANCE” below. 

Modified Cross Default Provision.  The cross-default provision set forth in the provisions of the 
Master Indenture described in clause (c) under “DEFAULTS AND REMEDIES” below shall be deleted in 
its entirety and replaced with the following:  

(c) Any Obligated Group Member shall default in the payment of any 
Indebtedness (other than the payment of the principal of, redemption premium, if any, 
interest on or any other Required Payments on any Master Note) and any period of grace 
shall have expired, or other event of default has occurred that has resulted in the 
Indebtedness being due and payable prior to the date on which it would otherwise be due 
and payable; provided, however, that such default shall not constitute an Event of Default 
if (i) the Members of the Obligated Group in good faith commence proceedings to contest 
the existence or payment of that Indebtedness and sufficient moneys are escrowed with a 
bank or trust company for the payment of that Indebtedness, or (ii) the outstanding principal 
amount of the Indebtedness so in default does not exceed 3% of the Total Revenues for the 
immediately preceding Fiscal Year. 

DEFINITIONS OF CERTAIN TERMS IN THE MASTER INDENTURE 

The following are definitions of certain terms used in the Master Indenture. 

“Accountant” shall mean any independent certified public accountant or firm of such accountants 
selected by the Obligated Group Representative. 

“Additional Indebtedness” shall mean any Indebtedness incurred subsequent to the Effective Date. 

“Affiliate” shall mean a corporation, limited liability company, partnership, joint venture, 
association, business trust or similar entity organized under the laws of the United States of America or a 
state thereof which is directly controlled by any Obligated Group Member or any other Affiliate.  For 
purposes of this definition, control means the power to direct the management and policies of a Person 
through the ownership of at least a majority of its voting securities or the right to designate or elect at least 
a majority of the members of its Governing Body by contract or otherwise. 

“Authorized Representative” shall mean, with respect to any Obligated Group Member, the 
Chairman of its Governing Body, its chief executive officer or its chief financial officer (in each case, 
regardless of the individual’s specific formal title) or such other person or persons designated an Authorized 
Representative by action of an Authorized Representative of such Obligated Group Member or such 
Obligated Group Member’s Governing Body. 

 “Balloon Indebtedness” shall mean Indebtedness, 25% or more of the original principal of which 
matures during any 12 consecutive months, if such maturing principal amount is not required to be 
amortized below such percentage by mandatory redemption or prepayment prior to such 12-month period.  
Balloon Indebtedness does not include Indebtedness which would be classified under the Master Indenture 
as Short-Term Indebtedness. 

“Book Value” shall mean, when used in connection with Property, Plant and Equipment or other 
Property of any Obligated Group Member, the value of such property, net of accumulated depreciation, as 
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it is carried on the books of the Obligated Group Member and in conformity with GAAP; provided however, 
that no portion of the value of such Property of any Obligated Group Member is included more than once. 

“Business Day” shall mean any day other than a Saturday, Sunday or legal holiday on which the 
Corporate Trust Office of the Master Trustee is not open for the conduct of its principal corporate trust 
business. 

“Capitalized Lease” shall mean any lease of real or personal property which, in accordance with 
GAAP, is required to be capitalized on the balance sheet of the lessee. 

“CHW” means Children’s Hospital of Wisconsin, Inc., a Wisconsin nonstock, nonprofit 
corporation, and its successors and assigns. 

“CHWF” means Children’s Hospital of Wisconsin Foundation, Inc., a Wisconsin nonstock, 
nonprofit corporation, and its successors and assigns. 

“Code” shall mean the Internal Revenue Code of 1986, as amended, and the regulations 
promulgated thereunder. 

“Completion Indebtedness” shall mean any Long-Term Indebtedness incurred by any Obligated 
Group Member for the purpose of financing the completion of constructing or equipping a project or 
projects for which Long-Term Indebtedness had theretofore been incurred, with a principal amount not in 
excess of the amount required to provide a completed and equipped project of the type and scope 
contemplated at the time (plus reasonable costs relating thereto, including costs of issuance, reserve funds 
and security costs), and in accordance with the general plans and specifications for such project or projects 
as originally prepared, with only such changes as have been made in conformance with the documents 
pursuant to which such Long-Term Indebtedness was originally incurred. 

“Consultant” shall mean a firm which is not, and no member, stockholder, director, officer or 
employee of which is, an officer or employee of any Obligated Group Member or Affiliate of an Obligated 
Group Member, and which is a professional consultant having the skill and experience necessary to render 
the particular report required by the provision of the Master Indenture in which such requirement appears. 

“Corporate Trust Office” means the designated office of the Master Trustee at which its corporate 
trust business is conducted, which at as of the date of this Official Statement is located at 600 South 4th 
Street, 6th Floor, Minneapolis, Minnesota 55415, Attention: Corporate Trust Department. 

“Days of Unrestricted Cash on Hand” shall mean, for any Fiscal Year, the ratio of (a) Unrestricted 
Liquid Funds of the Obligated Group, as shown on the audited financial statements for such Fiscal Year, to 
(b) the quotient of (i) total operating expenses of the Obligated Group (excluding depreciation and 
amortization), as shown on the audited financial statements for such Fiscal Year, divided by (ii) 365.  

“Debt Service Requirement” shall mean, for any period of time for which such determination is 
made, the aggregate of the regularly scheduled payments required to be made expressly for principal (or 
mandatory sinking fund or installment purchase price or capital lease rental or similar payments) and 
interest on Outstanding Long-Term Indebtedness of each Obligated Group Member during such period.  In 
calculating the Debt Service Requirement, the following assumptions shall apply: 

(a) with respect to future payments on Guaranties issued by the Obligated Group, the 
amount of principal and interest deemed payable during such period will be (i) 100% of the annual 
Debt Service Requirement on the guaranteed Indebtedness if such Guaranty becomes a current 
liability and for two years after such Guaranty once again becomes a contingent liability and (ii) a 
percentage of the annual Debt Service Requirement on the guaranteed Indebtedness based on the 
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Historical Debt Service Coverage Ratio of the Person whose Indebtedness is subject to the 
Guaranty, as follows: 

Ratio Percentage 

Less than 1.25 100% 

1.25 to 1.50 75% 

1.50 to 2.00 25% 

2.0 or greater 0% 

(b) with respect to future payments for Balloon Indebtedness or Put Indebtedness, the 
amount of principal and interest deemed payable during such period shall be determined assuming 
such Balloon Indebtedness or Put Indebtedness (i) is to be incurred on the date of calculation and 
(ii) is being repaid, at the option of the Obligated Group Representative, either (A) in accordance 
with its terms, (B) in substantially equal annual installments of principal and interest at the 
Projected Rate, not to exceed 30 years, or (C) bears interest at the Projected Rate for a period not 
to exceed 30 years in accordance with an amortization schedule provided by the Obligated Group 
Representative to the Master Trustee; 

(c) with respect to future interest rate payments for Variable Rate Indebtedness, the 
amount of interest deemed payable during such period shall be determined in accordance with the 
methodology described in paragraph (g) under the heading “ADDITIONAL INDEBTEDNESS” 
below; 

(d) if moneys or Government Obligations have been deposited with a trustee or escrow 
agent in an amount, together with earnings thereon, sufficient to pay all or a portion of the principal 
of or interest on Long-Term Indebtedness as it comes due, such principal or interest, as the case 
may be, to the extent provided for, shall not be included in computations of the Debt Service 
Requirement;  

(e) if the Obligated Group has entered into a Financial Product Agreement with 
respect to Long-Term Indebtedness, payments made by or paid to the Obligated Group under its 
terms shall be included in computations of the Debt Service Requirement; and 

(f) with respect to Long-Term Indebtedness incurred to finance the construction of 
capital improvements, principal or interest shall be excluded from the determination of the Debt 
Service Requirement to the extent that escrowed or trustee-held funds are exclusively available to 
pay such principal or interest. 

 “Effective Date” shall mean December 14, 2017. 

“Event of Default” shall mean any one or more of those events described below under the heading 
“DEFAULTS AND REMEDIES.” 

“Fair Market Value,” shall mean, when used in connection with Property, the Fair Market Value 
of such Property as determined by either: 

(a) an appraisal of the portion of such Property which is real property made within 
five years of the date of determination by an appraiser who is a “Member of the Appraisal Institute” 
(or similar organization) and by an appraisal of the portion of such Property which is not real 
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property made within two years of the date of determination by any expert qualified in relation to 
the subject matter, provided that any such appraisal shall be performed by a Consultant, adjusted 
for the period, not in excess of two years, from the date of the last such appraisal for changes in the 
implicit price deflator for the gross national product as reported by the United States Department 
of Commerce or its successor agency, or if such index is no longer published, such other index 
certified to be comparable and appropriate in an Officer’s Certificate delivered to the Master 
Trustee; 

(b) a bona fide offer for the purchase of such Property made on an arm’s-length basis 
within six months of the date of determination, as established by an Officer’s Certificate; or 

(c) an Authorized Representative of the Obligated Group Representative (whose 
determination shall be made in good faith and set forth in an Officer’s Certificate filed with the 
Master Trustee) if the fair market value (as determined by such Authorized Representative of the 
Obligated Group Representative) of such Property is less than or equal to the greater of $10,000,000 
or 5% of cash and cash equivalents as shown on the most recent Financial Statements.  

“Federal Bankruptcy Code” shall mean Title 11 of the United States Code, as amended from time 
to time, and all rules and regulations promulgated thereunder. 

“Financial Product Agreement” shall mean an interest rate swap, cap, collar, option, floor, forward 
or other hedging agreement, arrangement or security, however denominated, identified to the Master 
Trustee in an Officer’s Certificate of the Obligated Group Representative as having been entered into by a 
Member not for investment purposes but with respect to Indebtedness (which Indebtedness shall be 
specifically identified in the Certificate of the Obligated Group Representative) for the purpose of 
(1) hedging or otherwise managing the Member’s or Obligated Group’s risk of interest rate changes or 
(2) effectively converting the Member’s interest rate exposure, in whole or in part, from a fixed rate to 
variable rate exposure, from a variable rate exposure to a fixed rate exposure or from a variable rate 
exposure to another variable rate exposure. 

“Financial Product Extraordinary Payments” shall mean any payments required to be paid to a 
counterparty by an Obligated Group Member pursuant to a Financial Product Agreement in connection 
with the termination thereof, including, to the extent applicable, tax gross-up payments, expenses, default 
interest, and any other payments or indemnification obligations to be paid to a counterparty by an Obligated 
Group Member under a Financial Product Agreement, which payments are not Financial Product Regularly 
Scheduled Payments. 

“Financial Product Regularly Scheduled Payments” shall mean regularly scheduled payments 
required to be paid to a counterparty by an Obligated Group Member pursuant to a Financial Product 
Agreement. 

“Financial Statements” means one or more financial reports for or including all Members of the 
Obligated Group certified by an Accountant prepared on a combined or consolidated basis to include the 
results of operations of all Persons required to be consolidated or combined with such Members of the 
Obligated Group in accordance with GAAP and containing an audited combined or consolidated balance 
sheet as of the end of such Fiscal Year, an audited combined or consolidated statement of operations and 
changes in net assets for such Fiscal Year and an audited combined or consolidated statement of cash flows 
for such Fiscal Year, showing in each case, in comparative form, the financial figures for the preceding 
Fiscal Year.   

“Fiscal Year” shall mean the period beginning on January 1st of each year and ending on the next 
succeeding December 31st or any other 12-month or 52-week period selected and designated as the official 
fiscal year period of the Obligated Group by the Obligated Group Representative. 
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“GAAP” shall mean accounting principles generally accepted in the United States of America 
consistently applied; where the character or amount of any asset, liability or item of income or expense is 
required to be determined or any consolidation, combination or other accounting computation is required 
to be made for the purposes of the Master Indenture or of any agreement, document or certificate executed 
and delivered in connection with or pursuant to the Master Indenture, the same shall be done in accordance 
with GAAP at the time in effect; provided, however, if GAAP requires a certain accounting treatment or 
calculation that is different from those in effect on the Effective Date, the accounting treatment in effect on 
the applicable calculation date shall apply unless the Obligated Group elects to apply the GAAP 
requirements in effect on the Effective Date (which, in either case, shall be specified in the calculations 
provided to the Master Trustee pursuant to the Master Indenture). 

“Governing Body” shall mean, when used with respect to any Person, its board of directors, board 
of trustees, or other board or group of individuals, excluding corporate members, in which the overall 
governance and policy direction of the Person are vested.  

“Government Obligations” shall mean: 

(a) direct obligations of the United States of America (including obligations issued or 
held in book-entry form on the books of the Department of the Treasury of the United States of 
America and including certificates or other instruments evidencing ownership interests in such 
direct obligations of the United States of America such as Treasury Receipts, Stripped Treasury 
Coupons and other similar instruments) or obligations the timely payment of the principal of and 
interest of which are unconditionally guaranteed by the full faith and credit of the United States of 
America; and 

(b) obligations, the interest on which is exempt from federal income taxation under 
Section 103 of the Code and the timely payment of the principal of and interest on which is fully 
provided for by the irrevocable deposit in trust or escrow of cash or obligations described in clause 
(a) above. 

“Guaranty” shall mean all loan commitments or other obligations of any Obligated Group Member, 
guaranteeing in any manner whatever, whether directly or indirectly, any obligation of any other Person 
(other than any other Obligated Group Member), which obligation of such other Person would constitute 
Indebtedness if such obligation were the obligation of the Obligated Group Member. 

“Historical Debt Service Coverage Ratio” shall mean, for any period of time, the ratio determined 
by dividing Income Available for Debt Service for that period by the Debt Service Requirement for such 
period; provided that, when such calculation is being made with respect to the Obligated Group, Income 
Available for Debt Service and Debt Service Requirement shall be determined only with respect to those 
Persons who are Members of the Obligated Group at the close of such period.  

 “Holder” shall mean the registered owner of any Master Note in registered form or the bearer of 
any Master Note in coupon form which is not registered or is registered to bearer. 

“Income Available for Debt Service” shall mean, unless the context provides otherwise, with 
respect to the Obligated Group as to any period of time, net income or excess of revenues over expenses 
before depreciation, amortization and interest expense on Long-Term Indebtedness, (a) excluding interest 
expense paid from Irrevocable Deposits or proceeds of such Long-Term Indebtedness and (b) reflecting 
Financial Product Regularly Scheduled Payments to the extent identified by the Obligated Group 
Representative as associated with such Long-Term Indebtedness; provided, however, that no determination 
thereof shall take into account the following: 
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(a) extraordinary or nonrecurring revenue and expenses including, but not limited to: 

(i) any gain or loss resulting from either the early extinguishment or 
refinancing of Indebtedness; 

(ii) any gain or loss resulting from the sale, exchange or other disposition of 
capital assets not made in the ordinary course of business;  

(iii) any gain or loss resulting from pension terminations, settlements or 
curtailments; 

(iv) any unusual charges for employee severance; 

(v) the net proceeds of insurance (other than business interruption insurance) 
and condemnation awards; 

(vi) any gain or loss resulting from any discontinued operations; and 

(vii) any Financial Product Extraordinary Payment or similar payment; 

(b) unrealized gains or losses of any kind including, but not limited to: 

(i) unrealized gains or losses resulting from changes in valuation of any 
hedging, derivative, interest rate exchange or similar contract; and 

(ii) unrealized gains or losses on investments, including “other than 
temporary” declines in Book Value; 

(c) gifts, grants, bequests, donations or contributions, to the extent specifically 
restricted by the donor to a particular purpose inconsistent with their use for the payment of 
Master Notes or the payment of operating expenses; 

(d) adjustments to the value of assets or liabilities resulting from changes in GAAP; 
and 

(e) asset impairment charges;  

provided, however, (A) that expenses resulting from a forgiveness of or the establishment 
of reserves against Indebtedness of an Affiliate constitute extraordinary expense, (B) if 
such calculation is being made with respect to the Obligated Group, expenses exclude those 
attributable to transactions between Obligated Group Members, and (C) any realized gain 
or loss from the sale of investments for any Fiscal Year may, at the option of the Obligated 
Group Representative, be included on the basis of averaging such gain over three Fiscal 
Years commencing with the then current Fiscal Year, rather than including the full amount 
of such actual gain as Revenue in such Fiscal Year. 

 “Indebtedness” shall mean all obligations (a) for repayment of borrowed money, (b) with respect 
to leases which are considered capital leases or (c) under installment sale agreements, incurred or assumed 
by any Obligated Group Member, including Guaranties (other than any Guaranty by any Obligated Group 
Member of Indebtedness of any other Obligated Group Member), in each case as determined in accordance 
with GAAP, except obligations of an Obligated Group Member to another Obligated Group Member; 
provided, however, if more than one Obligated Group Member shall have incurred or assumed a Guaranty 
of a Person other than an Obligated Group Member, or if more than one Obligated Group Member shall be 
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obligated to pay any obligation, for purposes of any computations or calculations under the Master 
Indenture, such Guaranty shall be included only one time.  Financial Product Agreements and accounts 
payable (or programs to facilitate collection of payables) shall not constitute Indebtedness.  

“Industry Restrictions” shall mean federal, state or other applicable governmental laws or 
regulations or general industry standards or conditions placing restrictions and limitations on the rates, fees 
and charges to be fixed, charged and collected by any Obligated Group Member as evidenced by an Opinion 
of Counsel. 

“Irrevocable Deposit” shall mean the irrevocable deposit in trust of cash in an amount, or 
Government Obligations or other securities permitted for such purpose pursuant to the terms of the 
documents governing the payment of or discharge of Indebtedness, the principal of and interest on which 
will be an amount and under terms sufficient to pay all or a portion of the principal of, premium, if any, 
and/or interest, as the same shall become due, on any such Indebtedness which would otherwise be 
considered Outstanding.  The trustee of such deposit may be the Master Trustee, a related bond trustee or 
any other trustee authorized to act in such capacity. 

“Lien” shall mean any mortgage or pledge of, security interest in or lien or encumbrance on any 
Property of any Obligated Group Member which secures any of its Indebtedness, excluding liens applicable 
to Property in which the Obligated Group Member has only a leasehold interest unless the lien secures 
Indebtedness of any Obligated Group Member. 

“Long-Term Indebtedness” shall mean (unless the context provides otherwise) all Indebtedness 
incurred or assumed by any Obligated Group Member involving any of the following: 

(a) Payments of principal and interest with respect to money borrowed for an original 
term, or renewable at the option of an Obligated Group Member for a period from the date originally 
incurred, longer than one year; 

(b) Payments under leases which are capitalized in accordance with GAAP having an 
original term, or renewable at the option of the lessee for a period from the date originally incurred, 
longer than one year; and 

(c) Payments under installment purchase contracts having an original term in excess 
of one year, 

notwithstanding the fact that payments in respect of clauses (a) through (c) above (whether 
installment, serial maturity or sinking fund or otherwise) are required to be made less than one year 
after the date of creation thereof, and excluding any Short-Term Indebtedness. 

“Master Indenture” shall mean the Master Trust Indenture dated as of December 1, 2017, among 
the Members of the Obligated Group and the Master Trustee, as originally executed on the Effective Date 
and as it may be amended in accordance with the terms thereof pursuant to any Supplemental Master 
Indenture. 

“Master Note” means any obligation of the Obligated Group issued under the Master Indenture as 
a joint and several obligation of each Obligated Group Member, which may be in any form set forth in a 
Supplemental Master Indenture, including, but not limited to, bonds, notes, obligations, debentures, loan 
agreements, reimbursement agreements, guaranties, leases or Financial Product Agreements.  For the 
avoidance of doubt, Master Notes issued hereunder may secure payment obligations that do not constitute 
Indebtedness. 
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“Master Trustee” shall mean U.S. Bank National Association, and its successors and assigns in the 
trusts created under the Master Indenture. 

“Maximum Annual Debt Service Coverage Ratio” shall mean the ratio determined by dividing 
Income Available for Debt Service, as shown on the Financial Statements for the most recent Fiscal Year 
for which Financial Statements have been delivered to the Master Trustee, by the Maximum Annual Debt 
Service Requirement; provided that Income Available for Debt Service and Maximum Annual Debt Service 
Requirement shall be determined only with respect to those Persons who were Members of the Obligated 
Group at the end of such Fiscal Year. 

“Maximum Annual Debt Service Requirement” shall mean the highest Debt Service Requirement 
for the current or any succeeding Fiscal Year.   

“Non-Recourse Indebtedness” shall mean any Indebtedness which is not a general obligation and 
which is secured by a Lien, liability for which is effectively limited to the Property subject to such Lien 
(specifically excluding any improvements thereto or Property located thereon to the extent such Property 
is not financed with proceeds of such Indebtedness) with no recourse, directly or indirectly, to any other 
Property of any Obligated Group Member and which is incurred in connection with the purchase, 
acquisition, construction or equipping of Property purchased, acquired, constructed or equipped after the 
Effective Date. 

“Obligated Group” shall mean all Obligated Group Members. 

“Obligated Group Member” or “Member” shall mean CHW and CHWF and any other Person 
which shall become an Obligated Group Member in accordance with the provisions of the Master Indenture 
summarized below under the heading “ENTRANCE INTO THE OBLIGATED GROUP” and not including 
any Person which shall have withdrawn from the Obligated Group pursuant to the provisions of the Master 
Indenture summarized below under the heading “CESSATION OF STATUS AS A MEMBER OF THE 
OBLIGATED GROUP.”   

“Obligated Group Representative” shall mean CHW initially and thereafter any Obligated Group 
Member or Members as may be designated pursuant to written notice to the Master Trustee executed by all 
of the Obligated Group Members. 

“Officer’s Certificate” shall mean a certificate signed by an Authorized Representative of the 
Obligated Group Representative, if such certificate relates to the Obligated Group, or of the applicable 
Obligated Group Member, as the context provides.   

“Opinion of Bond Counsel” shall mean an opinion in writing signed by an attorney or firm of 
attorneys experienced in the field of municipal bonds whose opinions are generally accepted by purchasers 
of municipal bonds. 

“Opinion of Counsel” shall mean an opinion in writing signed by an attorney or firm of attorneys 
who may be counsel for an Obligated Group Member. 

“Outstanding” shall mean, when used with reference to Master Notes and other obligations 
constituting Indebtedness, as of any date of determination, all Master Notes and Indebtedness theretofore 
issued or incurred and not paid and discharged other than 

(a) Master Notes theretofore cancelled by the Master Trustee or delivered to the 
Master Trustee for cancellation, 
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(b) Master Notes in lieu of which other Master Notes have been authenticated and 
delivered unless proof satisfactory to the Master Trustee has been received that any such Master 
Notes are held by a bona fide purchaser, 

(c) Master Notes owned by any Obligated Group Member, 

(d) Indebtedness deemed paid and no longer outstanding pursuant to the terms thereof, 
whether by payment, prepayment, defeasance or otherwise, and 

(e) Indebtedness for which there has been made an Irrevocable Deposit, but only to 
the extent that payment of debt service on such Indebtedness is payable from such Irrevocable 
Deposit; 

provided, however, that if two or more Master Notes which constitute Indebtedness represent the 
same underlying obligation (as when an Master Note secures an issue of Indebtedness and another Master 
Note secures current repayment obligations to a bank under a letter of credit or line of credit which secures 
such Indebtedness) for purposes of the various financial covenants contained in the Master Indenture, but 
only for such purposes, only one of such obligations shall be deemed Outstanding and the Master Note so 
deemed to be Outstanding shall be that one which produces the greater amount to be included in the Debt 
Service Requirement to be included in the calculation of such covenants. 

 “Permitted Liens” shall have the meaning given such term in the Master Indenture, as summarized 
under the heading “LIENS ON PROPERTY” below. 

“Person” shall include an individual, association, unincorporated organization, corporation, limited 
liability company, partnership, joint venture, business trust or government or an agency or a political 
subdivision thereof, or any other entity. 

“Projected Rate” shall mean the projected yield at par of an obligation as determined by the 
Obligated Group Representative based on (i) the Revenue Bond Index published not more than seven 
Business Days prior to the calculation date or (ii) the yield valuations at par of not less than three obligations 
selected by the Obligated Group Representative that:  (w) were outstanding on a date during the 90 day 
period preceding the date of the calculation utilizing the Projected Rate in question, (x) to the extent 
practicable, are obligations of Persons engaged in operations similar to those of the Obligated Group and 
having a credit rating similar to that of the Obligated Group, (y) are not entitled to the benefits of any credit 
enhancement, including without limitation any letter or line of credit or insurance policy (unless the 
obligation with respect to which the Projected Rate is to be calculated is subject to credit enhancement until 
maturity, in which case (1) such comparable obligations shall be obligations entitled to similar credit 
enhancement and (2) the annual cost associated with credit enhancement shall be considered in determining 
the Projected Rate), and (z) 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 calculated. 

 “Property” shall mean any and all rights, titles and interests in and to any and all property whether 
real or personal, tangible or intangible and wherever situated. 

“Property, Plant and Equipment” shall mean, unless the context provides otherwise, all Property 
of the Obligated Group which is property, plant and equipment under GAAP. 

“Put Date” shall mean (i) any date on which an owner of Put Indebtedness may elect to have such 
Put Indebtedness paid, purchased or redeemed by or on behalf of the underlying obligor prior to its stated 
maturity date or (ii) any date on which Put Indebtedness is required to be paid, purchased or redeemed from 
the owner by or on behalf of the underlying obligor (other than at the option of the owner) prior to its stated 
maturity date, other than pursuant to any mandatory sinking fund or other similar fund or other than pursuant 
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to any mandatory sinking fund or other similar fund or other than by reason of acceleration upon the 
occurrence of an event of default. 

“Put Indebtedness” shall mean Indebtedness which is payable or required to be purchased or 
redeemed by or on behalf of the underlying obligor, at the option of the owner thereof, prior to its stated 
maturity date other than pursuant to any mandatory sinking fund or other similar fund or other than by 
reason of acceleration upon the occurrence of an event of default. 

“Required Payments” shall mean any and all payment obligations required to be made by any 
Obligated Group Member under the Master Indenture or any Master Note, including, but not limited to 
principal and interest on any Master Note (whether at maturity, by acceleration, upon proceeding for 
prepayment or redemption or otherwise), Financial Product Regularly Scheduled Payments, Financial 
Product Extraordinary Payments and the purchase price of Indebtedness tendered or deemed tendered for 
purchase pursuant to its terms. 

“Revenue Bond Index” shall mean the Revenue Bond Index, as most recently published in The 
Bond Buyer or, to the extent such index is no longer available, any similar index which acts as a reasonable 
substitute thereof. 

“Short-Term Indebtedness” shall mean all Indebtedness incurred or assumed by any Obligated 
Group Member which matures on a date that is one year or less from the date originally incurred regardless 
of whether (i) such maturity date is extendable at the option of the Member or to a date which is more than 
one year from the date of original incurrence or (ii) such Indebtedness is convertible at the option of the 
borrower to Indebtedness, the maturity date of which is more than one year from the date of original 
incurrence; provided, however, that (i) the current portion of Long-Term Indebtedness shall not be 
considered Short-Term Indebtedness and (ii) only the stated maturity of Indebtedness (and not any tender 
or put right of the holder of such Indebtedness) shall be taken into account in determining if such 
Indebtedness constitutes Short-Term Indebtedness. 

 “SIFMA Swap Index” shall mean, on any date, a rate determined on the basis of the seven-day high 
grade market index of tax-exempt variable rate demand obligations, as produced by Municipal Market Data 
and published or made available by the Securities Industry & Financial Markets Association (formerly the 
Bond Market Association) (“SIFMA”) or any Person acting in cooperation with or under the sponsorship 
of SIFMA and effective from such date, or if such index is no longer available “SIFMA Swap Index” shall 
refer to an index recommended by a banking or investment banking institution knowledgeable in matters 
of health care finance and acceptable to the Obligated Group Representative. 

“Supplemental Master Indenture” shall mean an indenture supplementing or amending the Master 
Indenture and entered into pursuant to the provisions of the Master Indenture summarized below under the 
heading “SUPPLEMENTAL MASTER INDENTURES.” 

“System” means Children’s Hospital and Health System, Inc. and its Affiliates. 

“Tax-Exempt Organization” shall mean 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 and 
exempt from federal income taxes under Section 501(a) of the Code or corresponding provisions of federal 
income tax laws from time to time in effect. 

“Total Debt to Capitalization” shall mean the ratio of (a) the sum of Short-Term Indebtedness plus 
Long-Term Indebtedness (including the current portion of Long-Term Indebtedness) to (b) the sum of 
Short-Term Indebtedness plus Long-Term Indebtedness plus Unrestricted Net Assets. 



 C-18

“Total Revenue” shall mean, unless the context provides otherwise, the total revenue as shown on 
the Financial Statements, determined in accordance with GAAP. 

“Unrestricted Liquid Funds” shall mean the sum of unrestricted cash, cash equivalents and 
marketable securities. 

“Unrestricted Net Assets” shall mean the unrestricted net assets of any Person, if such Person is a 
non-profit corporation, the shareholders’ equity of any Person, if such Person is a for-profit corporation, or 
the net worth of any other Person, if such Person is not a corporation, each as shall be determined in 
accordance with GAAP. 

“Unrestricted Receivables” shall mean all accounts and general intangibles owned or acquired by 
each Member on or after the Effective Date, regardless of where generated, and all proceeds therefrom, all 
as defined in Article 9 of the Uniform Commercial Code, as amended, of the state in which such Member 
has its primary place of business; excluding, however, (i) proceeds derived from gifts, grants, bequests, 
donations and contributions to the extent specifically restricted by the donor to a particular purpose 
inconsistent with their use for the payment of Master Notes or for the payment of operating expenses and 
(ii) receivables or any amounts due, but not yet paid, to such Member from Medicare or Medicaid or any 
other government program to the extent a pledge or assignment of such revenues is prohibited by law or is 
determined by a court having jurisdiction in the state in which such Member conducts its business to be 
prohibited by law or valid regulation. 

 “Value” shall mean, when used with respect to Property, the aggregate value of all such Property, 
with each component of such Property valued, at the option of the Obligated Group Representative, at either 
its Fair Market Value or its Book Value. 

“Variable Rate Indebtedness” shall mean any portion of Indebtedness the interest rate on which 
may vary or adjust pursuant to a predetermined formula or otherwise. 

SUMMARY OF CERTAIN PROVISIONS OF THE MASTER INDENTURE 

The Master Indenture contains various covenants, security provisions, terms and conditions, certain 
of which are summarized below.  Reference is made to the Master Indenture, as amended and supplemented, 
for a full and complete statement of its provisions. 

THE MASTER NOTES; PAYMENT OF THE MASTER NOTES 

The number of series of Master Notes that may be created under the Master Indenture is not limited.  
The aggregate Required Payments on Master Notes that may be issued, authenticated and delivered under 
the Master Indenture is not limited except as limited by law or by the provisions of the Master Indenture or 
of any Supplemental Master Indenture. 

The Series 2020 Master Note is intended to be the absolute and unconditional, joint and several 
obligation of each Obligated Group Member.  See “BONDHOLDERS’ RISKS – Enforceability of 
Security Interest in Unrestricted Receivables May Be Limited” and “– Obligated Group Financings 
Carry Certain Risks” in the forepart of this Official Statement.  The Series 2020 Master Note will not 
be secured by any pledge or mortgage of, or security interest in, any assets of any Member except for 
Unrestricted Receivables and additional security which may be granted in the future.  

Each Obligated Group Member jointly and severally covenants and agrees in the Master Indenture 
promptly to pay or cause to be paid the Required Payments at the place, on the dates and in the manner 
provided in the Master Indenture, in the Supplemental Master Indenture or the Master Note, as applicable.   
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The obligation of each Obligated Group Member with respect to Required Payments is not 
abrogated, prejudiced or affected by: 

(a) the granting of any extension, waiver or other concession given to any Obligated 
Group Member by the Master Trustee or any Holder or by any compromise, release, abandonment, 
variation, relinquishment or renewal of any of the rights of the Master Trustee or any Holder or 
anything done or omitted or neglected to be done by the Master Trustee or any Holder in exercise 
of the authority, power and discretion vested in them by the Master Indenture, or by any other 
dealing or thing which, but for this provision, might operate to abrogate, prejudice or affect such 
obligation; or 

(b) the liability of any other Obligated Group Member under the Master Indenture 
ceasing for any cause whatsoever, including the release of any other Obligated Group Member 
pursuant to the provisions of the Master Indenture or any Supplemental Master Indenture; or 

(c) any Obligated Group Member’s failing to become liable as, or losing eligibility to 
become, an Obligated Group Member with respect to an Master Note. 

Subject to the provisions of the Master Indenture summarized below under “CESSATION OF 
STATUS AS A MEMBER OF THE OBLIGATED GROUP” permitting withdrawal from the Obligated 
Group, the obligation of each Obligated Group Member to make Required Payments is a continuing one 
and is to remain in effect until all Required Payments have been paid or deemed paid in full in accordance 
with the Master Indenture.  All moneys from time to time received by the Obligated Group Representative 
or the Master Trustee to reduce liability on Master Notes, whether from or on account of the Obligated 
Group Members or otherwise, shall be regarded as payments in gross without any right on the part of any 
one or more of the Obligated Group Members to claim the benefit of any moneys so received until the 
whole of the amounts owing on Master Notes has been paid or satisfied and so that, in the event of any such 
Obligated Group Member’s filing bankruptcy, the Obligated Group Representative or the Master Trustee 
shall be entitled to prove up the total indebtedness or other liability on Master Notes Outstanding as to 
which the liability of such Obligated Group Member has become fixed. 

Each Master Note shall be a primary obligation of the Obligated Group Members and shall not be 
treated as ancillary to or collateral with any other obligation and shall be independent of any other security 
so that the covenants and agreements of each Obligated Group Member under the Master Indenture shall 
be enforceable without first having recourse to any such security or source of payment and without first 
taking any steps or proceedings against any other Person.  The Obligated Group Representative and the 
Master Trustee are each empowered to enforce each covenant and agreement of each Obligated Group 
Member under the Master Indenture and to enforce the making of Required Payments.  In the Master 
Indenture, each Obligated Group Member authorizes each of the Obligated Group Representative and the 
Master Trustee to enforce or refrain from enforcing any covenant or agreement of the Obligated Group 
Members under the Master Indenture and to make any arrangement or compromise with any Obligated 
Group Members as the Obligated Group Representative or the Master Trustee may deem appropriate, 
consistent with the Master Indenture and any Supplemental Master Indenture.  Under the Master Indenture, 
each Obligated Group Member waives in favor of the Obligated Group Representative and the Master 
Trustee all rights against the Obligated Group Representative, the Master Trustee and any other Obligated 
Group Member, insofar as is necessary to give effect to any of the provisions of the Master Indenture 
summarized under this heading. 

ENTRANCE INTO THE OBLIGATED GROUP 

Persons that are not Obligated Group Members may only become an Obligated Group Member 
from time to time if, prior thereto, the Master Trustee receives: 
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(a) A Supplemental Master Indenture containing the agreement of such Person: 

(i) to become an Obligated Group Member under the Master Indenture and thereby 
become subject to compliance with all provisions of the Master Indenture pertaining to an 
Obligated Group Member, including the performance and observance of all covenants and 
obligations of an Obligated Group Member under the Master Indenture, including granting a 
security interest in Unrestricted Receivables;  

(ii) to assume, jointly and severally, the due and punctual payment of the Required 
Payments, if any, on all Master Notes issued under the Master Indenture according to their tenor; 
and 

(iii) irrevocably appointing the Obligated Group Representative as its agent and 
attorney-in-fact and granting to the Obligated Group Representative full power to (among other 
things) execute Supplemental Master Indentures authorizing the issuance of Master Notes or a 
series of Master Notes and to execute and deliver Master Notes; 

(b) An Officer’s Certificate to the effect that (i) assuming such Person was an 
Obligated Group Member, the condition described in paragraph (a)(2) or (3) under the heading 
“ADDITIONAL INDEBTEDNESS” below would be met for the incurrence of one dollar of Long-
Term Indebtedness; and (ii) immediately upon any Person becoming an Obligated Group Member, 
the Obligated Group will not be in default in the performance or observance of any covenant or 
condition to be performed or observed by it under the Master Indenture and no Event of Default 
shall have occurred and shall be continuing under the Master Indenture; 

(c) An Opinion of Counsel to the effect that: 

(i) the conditions contained in the Master Indenture relating to membership in the 
Obligated Group have been satisfied; 

(ii) the Supplemental Master Indenture described in paragraph (a) above has been duly 
authorized, executed and delivered by such Person and constitutes a legal, valid and binding 
obligation of such Person enforceable in accordance with its terms, with such exceptions and 
limitations as are customary; and 

(iii) under then existing law such Person becoming an Obligated Group Member will 
not subject any Master Notes Outstanding under the Master Indenture to the registration provision 
of the Securities Act of 1933, as amended (or that such Master Notes have been so registered if 
registration is required); 

(d) an Opinion of Bond Counsel to the effect that under then existing law the 
consummation of such transaction would not adversely affect the exemption from federal income 
taxation of interest payable on any Indebtedness secured by Master Notes, if applicable; and 

(e) the written consent of the Obligated Group Representative on behalf of the existing 
Obligated Group Members to the addition of such Person to the Obligated Group. 

CESSATION OF STATUS AS A MEMBER OF THE OBLIGATED GROUP 

Each Obligated Group Member covenants and agrees in the Master Indenture that it will not 
withdraw from the Obligated Group and be released from further liability or obligation under the provisions 
of the Master Indenture unless prior to such withdrawal, the Master Trustee receives: 
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(a) an Officer’s Certificate to the effect that the Obligated Group Representative has 
approved the withdrawal; 

(b) an Opinion of Counsel to the effect that the withdrawal will not adversely affect 
the validity of any Master Note Outstanding or cause the Master Indenture or any Master Notes to 
be subject to registration under federal or state securities laws or the Trust Indenture Act of 1939, 
as amended (or, that any such registration, if required, has occurred); and 

(c) an Officer’s Certificate to the effect that (1) after taking such withdrawal into 
account, the condition described in paragraph (a)(2) or (3) under the heading “ADDITIONAL 
INDEBTEDNESS” below would be met for the incurrence of one dollar of Long-Term 
Indebtedness after the Obligated Group Member’s withdrawal from the Obligated Group and (2) 
immediately after the withdrawal of such Obligated Group Member, the Obligated Group will not 
be in default in the performance or observance of any covenant or condition to be performed under 
the Master Indenture. 

LIENS ON PROPERTY 

Each Obligated Group Member covenants and agrees in the Master Indenture that it will not create 
or incur or permit to be created or incurred or to exist any Lien on any Property of any Obligated Group 
Member securing Indebtedness, except Permitted Liens, consisting of the following: 

(a) Any lien described in Exhibit A to the Master Indenture which is existing on the 
Effective Date; provided that no such Lien (or the amount of Indebtedness secured thereby) may 
be increased, extended, renewed or modified to apply to any Property of any Obligated Group 
Member not subject to such Lien on such date unless such Lien as so increased, extended, renewed 
or modified otherwise qualifies as a Permitted Lien under the Master Indenture; 

(b) any Liens on Property existing at the time a Person becomes an Obligated Group 
Member pursuant to the terms of the Master Indenture; provided that no such Lien (or the amount 
of Indebtedness secured thereby) may be increased, extended, renewed or modified to apply to any 
Property not subject to such Lien on the date such Person becomes an Obligated Group Member 
unless such Lien as so increased, extended, renewed or modified otherwise qualifies as a Permitted 
Lien under the Master Indenture; 

(c) Liens on Property acquired subject to an existing Lien, if at the time of such 
acquisition, the aggregate amount remaining unpaid on the Indebtedness secured thereby (whether 
or not assumed) does not exceed (i) the Fair Market Value of the Property subject to such Lien or 
(ii) if such Property has been purchased, the lesser of (A) the acquisition price or (B) the Fair Market 
Value of the Property subject to such Lien;  

(d) Liens in favor of banking or other depository institutions arising as a matter of law 
encumbering the deposits of any Member held in the ordinary course of business by such banking 
institution (including any right of setoff or statutory bankers’ liens) so long as such deposit account 
is not established or maintained for the purpose of providing such Lien, right of setoff or bankers’ 
lien; 

(e) Purchase money security interests and security interests existing on any Property 
prior to the time of its acquisition through purchase, merger, consolidation or otherwise, or placed 
upon Property to secure a portion of the purchase price thereof, or placed upon other instruments 
evidencing Indebtedness to secure the purchase price thereof; 
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(f) any Lien on the Property of any Obligated Group Member granted in favor of or 
securing Indebtedness to any other Obligated Group Member from such Member;  

(g) any Lien in favor of the Master Trustee securing all Master Notes equally and 
ratably; 

(h) any Lien on Property given, granted, bequeathed or devised by the owner thereof 
existing at the time of such gift, grant, bequest or devise; provided that such Liens secure 
Indebtedness which is not assumed by any Member and such Liens attach solely to the Property 
(including the income therefrom) which is the subject of such gift, grant, bequest or devise; 

(i) any Lien on proceeds of Indebtedness (or on income from the investment of such 
proceeds) that secures payment of such Indebtedness or the provider of any liquidity or credit 
support for such Indebtedness; 

(j) any Lien in favor of a trustee on the proceeds of Indebtedness prior to the 
application of such proceeds; 

(k) any Lien on or security interest in any rebate fund, any depreciation reserve fund, 
escrow, debt service fund or interest reserve fund, any debt service reserve fund or any similar fund 
established pursuant to the terms of Indebtedness; 

(l) any Lien arising out of Capitalized Leases; 

(m) any Lien on any Indebtedness of any Member acquired on behalf of such Member 
by the provider of liquidity or credit support for such Indebtedness and only such Indebtedness; 

(n) Liens on accounts receivable arising as a result of the sale of such accounts 
receivable with recourse; provided that the principal amount of Indebtedness secured by such Lien 
shall not exceed the aggregate face amount of such accounts receivable; 

(o) Liens on Property of a Person existing at the time such Person is merged into or 
consolidated with an Obligated Group Member, or at the time of a sale, lease or other disposition 
of the properties of a Person as an entirety or substantially as an entirety to an Obligated Group 
Member which becomes part of Property that secures Indebtedness that is assumed by such 
Obligated Group Member as a result of any such merger, consolidation or acquisition; provided 
that no such Lien may be increased, extended, renewed or modified after such date to apply to any 
Property of the Obligated Group Member not subject to such Lien on such date unless such Lien 
as so increased, extended, renewed or modified is otherwise permitted under the Master Indenture; 

(p) any Lien securing Non-Recourse Indebtedness incurred pursuant to the provisions 
of the Master Indenture; 

(q) Liens on any Property of any Obligated Group Member to secure any Indebtedness 
incurred for the purpose of financing all or any part of the purchase price or the cost of constructing, 
improving or acquiring Property subject to such Liens; provided that such Liens shall not apply to 
any Property theretofore owned by an Obligated Group Member, other than any theretofore 
unimproved real property (or any improved real property on which the improvements have been or 
are to be entirely or substantially demolished) on which the Property so constructed or improved is 
or is to be located;  

(r) Any other Liens securing Indebtedness; provided that the Value of all Property 
encumbered by all Liens permitted by this paragraph (r) does not exceed in the aggregate 25% of 
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the Value of the Obligated Group’s Property at the end of the most recent Fiscal Year for which 
Financial Statements are available, calculated at the time of creating such Lien; and 

(s) Any Mortgage granted by the Corporation to secure the purchase price of, or lease 
payments on, the Property currently leased by the Corporation from Milwaukee County, Wisconsin. 

ADDITIONAL INDEBTEDNESS 

Each Obligated Group Member covenants and agrees in the Master Indenture that it will not incur 
any Additional Indebtedness (whether through the issuance of Master Notes or otherwise) except as 
follows: 

(a) Long-Term Indebtedness, if prior to incurrence of any Long-Term Indebtedness 
one of the following three conditions shall be met: 

(1) there is delivered to the Master Trustee an Officer’s Certificate 
certifying the Maximum Annual Debt Service Coverage Ratio, taking into account 
all Outstanding Long-Term Indebtedness of the Obligated Group and the Long-
Term Indebtedness then to be incurred, for the most recent Fiscal Year for which 
Financial Statements are available, is not less than 1.25; or 

(2) there is delivered to the Master Trustee an Officer’s Certificate 
certifying that the Total Debt to Capitalization of the Obligated Group for the most 
recent Fiscal Year for which Financial Statements are available, taking into 
account all Outstanding Long-Term Indebtedness of the Obligated Group and the 
Long-Term Indebtedness of the Obligated Group then to be incurred, is not more 
than 67%; or 

(3) there is delivered to the Master Trustee (A) an Officer’s 
Certificate certifying the Historical Debt Service Coverage Ratio, taking into 
account all Outstanding Long-Term Indebtedness of the Obligated Group and the 
Long-Term Indebtedness then to be incurred, for the two most recent Fiscal Years 
for which Financial Statements are available, is not less than 1.10 and (B) there 
shall be filed with the Master Trustee (i) an Officer’s Certificate to the effect that 
the forecasted Maximum Annual Debt Service Coverage Ratio, taking the 
proposed Long-Term Indebtedness into account for (a) in the case of Long-Term 
Indebtedness (other than a Guaranty) to finance capital improvements, each of the 
two Fiscal Years succeeding the date on which such capital improvements are 
expected to be in operation, or (b) in the case of Long-Term Indebtedness not 
financing capital improvements or in the case of a Guaranty, each of the two Fiscal 
Years succeeding the date on which the Indebtedness is incurred, for each such 
period is not less than 1.25, as shown by forecast statements of revenue and 
expense for each such period, accompanied by a statement of the relevant 
assumptions upon which such forecasted statements are based; or (ii) the report of 
a Consultant to the effect that the forecasted Maximum Annual Debt Service 
Coverage Ratio, taking the proposed Long-Term Indebtedness into account for (a) 
in the case of Long-Term Indebtedness (other than a Guaranty) to finance capital 
improvements, each of the two Fiscal Years succeeding the date on which such 
capital improvements are expected to be in operation, or (b) in the case of Long-
Term Indebtedness not financing capital improvements or in the case of a 
Guaranty, each of the two Fiscal Years succeeding the date on which the 
Indebtedness is incurred, for each such period  is not less than 1.10, as shown by 
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forecast statements of revenue and expense for each such period, accompanied by 
a statement of the relevant assumptions upon which such forecasted statements are 
based; provided that the debt service coverage requirements of this paragraph (3) 
shall be reduced, in each case, to 1.00 if the Master Trustee receives the report of 
a Consultant to the effect that Industry Restrictions prevent the Obligated Group 
from meeting the requirements of the provision of the Master Indenture 
summarized in this paragraph (3). 

(b) Completion Indebtedness; provided that the Master Trustee receives an Officer’s 
Certificate to the effect that the issuance of such Completion Indebtedness would not increase the 
Maximum Annual Debt Service Requirement by more than 15%. 

(c) Long-Term Indebtedness issued to refund Long-Term Indebtedness. 

(d) Short-Term Indebtedness if immediately after the incurrence of such Short-Term 
Indebtedness the Outstanding principal amount of all such Short-Term Indebtedness does not 
exceed 20% of the Total Revenue of the Obligated Group for the most recent Fiscal Year for which 
Financial Statements are available; provided, however, that for a period of at least 20 consecutive 
calendar days in each such Fiscal Year, the amount of Short-Term Indebtedness Outstanding must 
be reduced to an amount not greater than 5% of the Total Revenue of the Obligated Group for the 
most recent Fiscal Year for which Financial Statements are available; 

(e) Non-Recourse Indebtedness, without limit; 

(f) Balloon Indebtedness may be incurred provided that at the time such Balloon 
Indebtedness is to be incurred the conditions described in paragraph (a)(2) or (3) under this heading 
are met with respect to such Balloon Indebtedness, assuming such Balloon Indebtedness to be 
Long-Term Indebtedness, as if it were being repaid, at the option of the Obligated Group 
Representative, as set forth in an Officer’s Certificate, in a manner consistent with the calculation 
of Balloon Indebtedness set forth in the definition of “Debt Service Requirements”;   

(g) Variable Rate Indebtedness provided at the time such Variable Rate Indebtedness 
is incurred the conditions described in paragraph (a) (2) or (3) under this heading are met, assuming 
that the interest rate on such Variable Rate Indebtedness shall be equal to, at the option of the 
Obligated Group Representative, as set forth in an Officer’s Certificate, (i) the average interest rate 
per annum that would have been in effect for such Variable Rate Indebtedness for any 12 
consecutive calendar months during the previous 18 calendar months or (ii the average of the 
SIFMA Swap Index for any 12 consecutive calendar months during the previous 18 calendar 
months; provided, however, that if the interest rate on such Variable Rate Indebtedness is 
contractually required to be set at a minimum floor rate, in no event shall (i) or (ii) above be lower 
than such minimum floor rate; 

(h) Put Indebtedness may be incurred provided that at the time such Put Indebtedness 
is to be incurred the conditions described paragraph (a)(2) or (3) under this heading are met with 
respect to such Put Indebtedness; 

(i) Indebtedness, the repayment obligation on which is subordinated to any Master 
Notes Outstanding under the Master Indenture, without limit; 

(j) Reimbursement or other repayment obligations arising under reimbursement or 
similar agreements with banks or other financial institutions relating to letters or lines of credit or 
other credit facilities used to secure Indebtedness;  
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(k) Indebtedness which is incurred to construct, renovate or replace Property of the 
Obligated Group if federal or state agencies, authorities, officials or similar governmental bodies 
with jurisdiction over any Obligated Group Member specifically mandate such construction, 
renovation or replacement as a condition to such Obligated Group Member being able to continue 
to carry on such of its activities as are subject to the jurisdiction of such federal or state agency, 
authority, official or similar governmental body;  

(l) Indebtedness consisting of accounts payable incurred in the ordinary course of 
business or other Indebtedness not incurred or assumed primarily to assure the repayment of money 
borrowed or credit extended, which Indebtedness is incurred in the ordinary course of business;  

(m) Purchase cards and similar programs;  

(n) Physician income guaranties and similar arrangements;  

(o) Indebtedness incurred in connection with a sale of accounts receivable with 
recourse on commercially reasonable terms by any Obligated Group Member consisting of an 
obligation to repurchase all or a portion of such accounts receivable upon certain conditions; 
provided that the principal amount of such Indebtedness permitted by the Master Indenture shall 
not exceed the aggregate face amount of such accounts receivable; and 

(p) Indebtedness the principal amount of which at the time incurred, together with the 
aggregate principal amount of all other Indebtedness then Outstanding which was issued pursuant 
to the provisions of the Master Indenture described in this paragraph (p) (and which has not been 
subsequently reclassified as having been issued under another paragraph under this heading) and 
the principal amount of all Short Term Indebtedness incurred and outstanding under the provisions 
of the Master Indenture described in paragraph (d) under this heading, does not exceed 30% of the 
Total Revenue of the Obligated Group for the most recent Fiscal Year for which Financial 
Statements are available. 

HISTORICAL DEBT SERVICE COVERAGE RATIO 

(a) Each Obligated Group Member agrees in the Master Indenture to manage its business such 
that the Historical Debt Service Coverage Ratio of the Obligated Group will not be less than 
1.00:1.00 for more than two consecutive Fiscal Years.   

(b) If the Obligated Group’s Historical Debt Service Coverage Ratio is less than 1.10:1.00 as 
of the end of any Fiscal Year and the Obligated Group’s Days of Unrestricted Cash on Hand is less 
than 150 days as of the end of such Fiscal Year, the Obligated Group Representative covenants 
(except as described in paragraph (c) below) to promptly employ a Consultant to make 
recommendations to increase the Historical Debt Service Coverage Ratio of the Obligated Group 
to at least 1.10:1.00 for subsequent Fiscal Years (or, if in the opinion of the Consultant the 
attainment of such level is impracticable, to the highest practicable level).  Copies of the 
recommendations of the Consultant shall be filed with the Master Trustee.  Each Obligated Group 
Member agrees in the Master Indenture to consider any recommendations of the Consultant and 
shall be obligated to implement such recommendations to the extent feasible.   

(c) If the Obligated Group Representative delivers a Consultant’s report to the Master Trustee 
pursuant to the provisions of the Master Indenture summarized under this heading that states that 
Industry Restrictions have made it impossible for the Obligated Group’s Historical Debt Service 
Coverage Ratio of 1.10: 1.00 to be met, then such ratio shall be reduced to the maximum ratio 
which the Industry Restrictions would allow the Obligated Group Members to achieve, but in no 
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event less than an Historical Debt Service Coverage Ratio of 1.00 to 1.00 for the next succeeding 
Fiscal Year.  

Notwithstanding the foregoing, an Obligated Group Member is permitted in the Master Indenture 
to render services or use its Property without charge or at reduced charges, at the discretion of the Governing 
Body of such Obligated Group Member, to the extent necessary for maintaining its tax-exempt status or the 
tax-exempt status of its Property, Plant and Equipment or its eligibility for grants, loans, subsidies or 
payments from governmental entities, or in compliance with any recommendation for free services that may 
be made by a Consultant.  

INSURANCE 

Each Obligated Group Member covenants and agrees in the Master Indenture that it will keep the 
Property, Plant and Equipment, and all of its operations adequately insured at all times and carry and 
maintain insurance, which may include one or more self-insurance programs in amounts which are 
customarily carried, subject to customary deductibles, and against such risks as are customarily insured 
against by other health care institutions in connection with the ownership and operation of health facilities 
of similar character and size in the state in which such Obligated Group Member owns and/or operates its 
health care facilities. 

In lieu of maintaining the insurance coverage stated above, the Obligated Group Members shall 
have the right to adopt alternative risk management programs which the Governing Body of each such 
Obligated Group Member determines to be reasonable and in the best interests of such Member, including, 
without limitation, to self-insure in whole or in part, individually or in connection with other institutions or 
organizations, to participate in programs of captive insurance companies and/or to create and operate such 
captive insurance companies, to participate with other health care institutions in mutual or other cooperative 
insurance or other risk management programs, to participate in state or federal programs in existence on or 
after the Effective Date limiting medical malpractice liability, or to establish or participate in other 
alternative risk management programs. 

CONSOLIDATION, MERGER, SALE OR CONVEYANCE 

Each Obligated Group Member covenants and agrees in the Master Indenture that it will not merge 
or consolidate with any Person that is not an Obligated Group Member or sell or convey all or substantially 
all of its assets to any Person that is not an Obligated Group Member unless: 

(a) The surviving entity is a corporation or other business entity organized and existing 
under the laws of the United States of America or a state thereof; 

(b) The Obligated Group Representative delivers to the Master Trustee: 

(i) if the surviving entity is not an Obligated Group Member, a Supplemental Master 
Indenture containing the following agreements of such surviving entity: 

(1) to become an Obligated Group Member and comply with 
all provisions of the Master Indenture, including granting a security 
interest, or confirming the security interest granted by its predecessor, in 
Unrestricted Receivables; 

(2) to assume, jointly and severally, the due and punctual 
payment of the Required Payments on all Master Notes issued and 
Outstanding under the Master Indenture according to their tenor; and 



 C-27

(3) irrevocably appointing the Obligated Group 
Representative as its agent and attorney-in-fact and granting to the 
Obligated Group Representative the powers set forth under the heading 
“APPOINTMENT OF OBLIGATED GROUP REPRESENTATIVE”; 

(ii) an Officer’s Certificate to the effect that (x) the condition described in paragraph 
(a)(2) or (3) under the heading “ADDITIONAL INDEBTEDNESS” would be met for the 
incurrence of one dollar of Long-Term Indebtedness assuming the merger, consolidation, sale or 
conveyance has occurred and (y) immediately following such transaction the Obligated Group will 
not be in default in the performance or observance of any covenant or condition to be performed or 
observed by it under the Master Indenture and no Event of Default shall have occurred and shall be 
continuing under the Master Indenture. 

(iii) an Opinion of Counsel to the effect that: 

(1) the conditions contained in the Master Indenture relating 
to the consolidation, merger, sale or conveyance have been satisfied; 

(2) if applicable, the Supplemental Master Indenture 
described above has been duly authorized, executed and delivered by such 
Person and constitutes a legal, valid and binding obligation of such Person 
enforceable in accordance with its terms, with such exceptions and 
limitations as are customary; and 

(3) under then existing law, such Person becoming an 
Obligated Group Member will not subject any Master Notes Outstanding 
under the Master Indenture to the registration provision of the Securities 
Act of 1933, as amended (or that such Master Notes have been so 
registered if registration is required); and 

(iv) an Opinion of Bond Counsel to the effect that under then existing law the 
consummation of such merger, consolidation, sale or conveyance would not adversely affect the 
exemption from federal income taxation of interest payable on any Indebtedness secured by Master 
Notes, if applicable. 

SALE, LEASE OR OTHER DISPOSITION OF ASSETS 

Each Obligated Group Member covenants and agrees in the Master Indenture that it will not in any 
Fiscal Year sell, lease, loan or otherwise dispose of any Property, including liquid assets, other than as 
provided in the provisions of the Master Indenture described under the heading “CONSOLIDATION, 
MERGER, SALE OR CONVEYANCE”, the Value of which would cause the aggregate Value of Property 
so transferred by Obligated Group Members in such Fiscal Year to exceed 10% of the Property of the 
Obligated Group, except for transfers of Property, including liquid assets, described below: 

(a) In the ordinary course of business; 

(b) In connection with a “sale and leaseback” transaction that would be treated as and 
constitute a true sale and leaseback under the Code; 

(c) If prior to the sale, lease or other disposition there is delivered to the Master Trustee 
an Officer’s Certificate stating that, in the judgment of the signer, such Property has, or within the 
next succeeding 24 calendar months is reasonably expected to, become inadequate, obsolete, worn 
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out, unsuitable, unprofitable, undesirable or unnecessary and the sale, lease, removal or other 
disposition thereof will not materially adversely affect the operations of the Obligated Group; 

(d) To another Obligated Group Member; 

(e) Without limit, (i) to a Person that is not an Obligated Group Member if such Person 
shall become an Obligated Group Member pursuant to the provisions of the Master Indenture 
described under the heading “ENTRANCE INTO THE OBLIGATED GROUP” or (ii) to a 
surviving entity pursuant to a merger or consolidation permitted by the provisions of the Master 
Indenture described under the heading “CONSOLIDATION, MERGER, SALE OR 
CONVEYANCE” if such surviving entity shall become an Obligated Group Member pursuant to 
the provisions of the Master Indenture described under the heading “CONSOLIDATION, 
MERGER, SALE OR CONVEYANCE” simultaneously with such sale, lease, or other disposition; 

(f) To a Person which is not an Obligated Group Member, provided that prior to the 
sale, lease or other disposition there is delivered to the Master Trustee an Officer’s Certificate of 
the Obligated Group Representative stating that the Total Debt to Capitalization for the most recent 
Fiscal Year for which Financial Statements are available immediately preceding the proposed date 
of disposition would be no more than 67% for such Fiscal Year or would be greater than it would 
otherwise have been absent such sale, lease or other disposition; 

(g) To any Person, provided such Property is received by such Obligated Group 
Member as a gift, grant, bequest or donation and is restricted as to use for a particular purpose 
inconsistent with its use for the payment of Master Notes and such Person has as one of its corporate 
purposes the receipt of gifts, grants, bequests and donations and the application of such Property in 
accordance with such restrictions; or 

(h) If such Property is transferred for Fair Market Value and there shall have been 
delivered to the Master Trustee an Officer’s Certificate of the Obligated Group Representative to 
the effect that such disposition will not impair the structure and soundness of the remaining property 
and does not materially adversely affect the operations of the Obligated Group. 

FINANCIAL STATEMENTS 

The Obligated Group Representative covenants in the Master Indenture that it will keep adequate 
records and books of account in which complete and correct entries shall be made and that it will provide 
the following to the Master Trustee:  

(i) Within 150 days after the last day of each Fiscal Year, one or more financial 
statements that, in the aggregate, include the Obligated Group Members.  Such financial statements: 

(1) may consist of (a) consolidated or combined financial results including 
one or more Obligated Group Members and one or more other Persons required to be 
consolidated or combined with such Obligated Group Member(s) under GAAP or 
(b) special purpose financial statements including only Obligated Group Members; and 

(2) shall be audited by an Accountant as having been prepared in accordance 
with GAAP (except, in the case of special purpose financial statements, for required 
consolidations); and 

(3) shall include a consolidated or combined balance sheet, statement of 
operations and changes in net assets; and 
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(4) if the Obligated Group Representative delivers more than one financial 
statement pursuant to this paragraph (i), or if a single financial statement is delivered that 
includes Persons other than Obligated Group Members, each such financial statement shall 
contain, as “other financial information,” a combining or consolidating schedule from 
which financial information solely relating to the Obligated Group Members may be 
derived; provided that no such schedule shall be required if the consolidated total operating 
revenue and the total consolidated total unrestricted net assets of the Obligated Group 
Members collectively represent more than 85% of the consolidated total operating revenue 
and the consolidated total unrestricted net assets of the entity for which financial statements 
are provided. 

(ii) Within 150 days after the end of each Fiscal Year, an Officer’s Certificate stating 
whether or not to the best knowledge of the signer the Obligated Group or any Obligated Group Member 
is in default in the performance of any covenant contained in the Master Indenture and, if so, specifying 
each such default of which the signer has knowledge. 

(iii) Within 150 days after the end of each Fiscal Year, an Officer’s Certificate setting 
forth the calculation of the Historical Debt Service Coverage Ratio for the Obligated Group for such Fiscal 
Year.   

(iv) If an Event of Default shall have occurred and be continuing, 

(1) prompt notice to the Master Trustee of such Event of Default, which notice 
shall state the nature of such event and the action which the Obligated Group Members 
propose to take with respect thereto; 

(2) such other financial statements and information concerning the defaulted 
Obligated Group Member or the System, excluding specifically donor records, patient 
records, personnel records, medical staff records, personnel records of each Obligated 
Group Member, privileged communications between each Obligated Group Member and 
counsel, litigation records, malpractice and claims records, records that are or become 
confidential by virtue of government action, and any agreement that contains a 
confidentiality clause (to the extent the failure to comply with such clause would materially 
adversely affect the financial condition or operations of the Obligated Group), and 

(3) access to the defaulted Obligated Group Member’s facilities for the 
purpose of inspection by the Master Trustee during regular business hours or at such other 
times as the Master Trustee may reasonably request. 

(v) A copy of any Consultant’s Report required pursuant to the Master Indenture 
within 10 days of receipt. 

For purposes of determining compliance with all financial covenants and ratios pursuant to and 
under the Master Indenture, the Obligated Group Representative may elect to calculate such covenants and 
ratios using (i) financial information derived from the Financial Statements of the System (provided that 
the total operating revenues or the total unrestricted net assets of the Members of the Obligated Group 
represent at least 85% of the consolidated total operating revenues or the consolidated total unrestricted net 
assets, respectively, of the System for the Fiscal Year covered by the Financial Statements) or (ii) financial 
information of the Obligated Group derived from the Obligated Group supplemental schedules included in 
the Financial Statements; provided that, if the total operating revenues or the total unrestricted net assets of 
the Members represent less than 85% of the consolidated total operating revenues or the consolidated total 
unrestricted net assets, respectively, of the System for the Fiscal Year covered by such Financial Statements, 
all financial covenants and ratios required to be calculated for such Fiscal Year shall be calculated upon the 
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Obligated Group supplemental schedules, and any and all references to the term “System” in such covenants 
shall be replaced with the terms “Obligated Group” and “Obligated Group Members,” respectively. 

OTHER COVENANTS OF THE MEMBERS 

Each Obligated Group Member covenants and agrees in the Master Indenture: 

(a) Except as otherwise expressly provided in the Master Indenture, to preserve its 
corporate or other separate legal existence and all its rights and licenses to the extent necessary or 
desirable in the operation of its business and affairs and to be qualified to do business in each 
jurisdiction where its ownership of Property or the conduct of its business requires such 
qualifications; provided that nothing contained in the Master Indenture 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, useful in the conduct of its business, and provided further that the merger between 
or among two or more Obligated Group Members shall not, in and of itself, be considered a 
violation of any covenant in the Master Indenture described under this heading; 

(b) At all times to cause its business to be carried on and conducted and 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 the provisions of the Master Indenture summarized in this paragraph (b) shall be 
construed 

(i) to prevent it from ceasing to operate any portion of its Property if in its judgment 
(evidenced, in the case of such a cessation other than in the ordinary course of business, by a 
determination by its Governing Body) it is advisable not to operate the same or to enter into such 
arrangement, 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, useful in 
the conduct of its business; 

(c) To do all things reasonably necessary to 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 
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 the Master Indenture 
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 or the applicability 
thereof to it shall be contested in good faith; 

(d) Promptly to pay all lawful taxes, governmental charges and assessments at any 
time levied or assessed upon or against it or its Property; provided, however, that it shall have the 
right to contest in good faith any such taxes, charges or assessments or the collection of any such 
sums and pending such contest may delay or defer payment thereof; 

(e) Promptly to pay or otherwise satisfy and discharge all of its obligations and 
Indebtedness and all demands and claims against it as and when the same become due and payable, 
other than any thereof (exclusive of the Master Notes issued and Outstanding under the Master 
Indenture) whose validity, amount or collectability is being contested in good faith, subject to the 
rights of the Obligated Group Member to assert setoffs; 
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(f) At all times to comply with all terms, covenants and provisions of any Liens at 
such time existing upon its Property or Unrestricted Receivables or any part thereof or securing any 
of its Indebtedness, other than any thereof whose validity is being contested in good faith; and 

(g) So long as the Master Indenture shall remain in force and effect, in the case of an 
Obligated Group Member, which is also a Tax Exempt Organization at the time it becomes an 
Obligated Group Member, so long as all amounts due or to become due on any Indebtedness have 
not been fully paid to the holder thereof, to take no action or suffer any action which would result 
in the alteration or loss of its status as a Tax-Exempt Organization, which, in the Opinion of Bond 
Counsel, would result in the interest on any Indebtedness becoming subject to federal income taxes 
if not previously so subject.   

DEFAULTS AND REMEDIES 

The term “Event of Default,” as used in the Master Indenture, means any of the following events: 

(a) The Obligated Group shall fail to make any Required Payments on the date that 
such payment shall become due and payable or within three Business Days thereafter, in accordance 
with the terms thereof, of the Master Indenture and any Supplemental Master Indenture. 

(b) Any Obligated Group Member shall fail duly to observe or perform any covenant 
or agreement on its part under the Master Indenture (other than as referred to in paragraph (a) 
above) and if such failure is capable of cure, and 60 days shall have elapsed after the date on which 
written notice of such failure, requiring the same to be remedied, shall have been given to the 
Obligated Group Member by the Master Trustee, or to the Obligated Group Member and the Master 
Trustee by the holders of at least 25% in aggregate principal amount of Master Notes then 
Outstanding; except that, if such failure may be remedied but not within such 60 day period and if 
the Obligated Group Member has taken all action reasonably possible to remedy such failure or 
breach within such 60 day period, in each case, such failure shall not become an Event of Default 
for so long as the Obligated Group Member shall diligently proceed to remedy the same in 
accordance with and subject to any directions or limitations of time established by the Master 
Trustee. 

(c) Any Obligated Group Member shall default in the payment of Indebtedness (other 
than (i) Nonrecourse Indebtedness or (ii) Indebtedness secured by a Master Note, which shall be 
governed by the provision of the Master Indenture described in paragraph (a) above) in an aggregate 
outstanding principal amount equal to the greater of five million dollars ($5,000,000) or three 
percent (3%) of the aggregate principal amount of all Long-Term Indebtedness of the Obligated 
Group then Outstanding, and any grace period for such payment shall have expired, and written 
notice of such failure shall have been given by the Obligated Group Member to the Master Trustee 
pursuant to the Master Indenture; provided, however, that such default shall not constitute an Event 
of Default within the meaning of the provisions of the Master Indenture summarized in this 
paragraph if, within sixty (60) days or within the time allowed for service of a responsive pleading 
if any proceeding to enforce payment of the Indebtedness is commenced, (1) any Obligated Group 
Member in good faith commences proceedings to contest the existence or payment of such 
Indebtedness, and (2) sufficient moneys are deposited in escrow with a bank or trust company or a 
bond is posted for the payment of such Indebtedness. 

(d) The entry of a decree or order by a court of competent jurisdiction adjudging any 
Obligated Group Member a bankrupt or insolvent, or approving as properly filed a petition seeking 
reorganization, arrangement, adjustment or composition of or in respect of any Obligated Group 
Member under the Federal Bankruptcy Code or any other applicable federal or state law, or 
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appointing a receiver, liquidator, assignee, or sequestrator (or other similar official) of the 
Obligated Group Member or of any substantial part of its Property, or ordering the winding up or 
liquidation of its affairs, and the continuance of any such decree or order unstayed and in effect for 
a period of 90 consecutive days. 

(e) The institution by any Obligated Group Member of proceedings to be adjudicated 
a bankrupt or insolvent, or the consent by it to the institution of bankruptcy or insolvency 
proceedings against it, or the filing by it of a petition or answer or consent seeking reorganization 
or relief under the Federal Bankruptcy Code or any other similar applicable federal or state law, or 
the consent by it to the filing of any such petition or to the appointment of a receiver, liquidator, 
assignee, trustee or sequestrator (or other similar official) of any Obligated Group Member or of 
any substantial part of its Property, or ordering the winding up or liquidation of its affairs, and the 
continuation of any such decree or order unstayed and in effect for a period of 90 consecutive days. 

If an Event of Default shall have occurred and be continuing, the Obligated Group Representative 
agrees in the Master Indenture to deliver prompt notice to the Master Trustee of such Event of Default, 
which notice shall state the nature of such event and the action which the Obligated Group Members 
propose to take with respect thereto. 

The Master Trustee is required by the Master Indenture, within 10 days after the Master Trustee 
has knowledge of the occurrence of an Event of Default, to mail to all Holders of the Outstanding Master 
Notes, as the names and addresses of such Holders appear upon the books of 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; and provided that, except in the case of default in the payment of the 
Required Payments on any of the Master Notes and the Events of Default described in subsections (d) and 
(e) under this heading, 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 any responsible officer 
of the Master Trustee in good faith determine that the withholding of such notice is in the interests of the 
Holders of Master Notes issued and Outstanding hereunder. 

Acceleration; Annulment of Acceleration.  Upon the occurrence and during the continuation of an 
Event of Default under the Master Indenture, the Master Trustee may and shall (i) upon the written request 
of the Holders of not less than 25% in aggregate principal amount of Master Notes issued and Outstanding 
under the Master Indenture or upon the written request of any Holder if an Event of Default described above 
in paragraph (a) has occurred with respect to such Holder’s Master Note or (ii) upon the acceleration of any 
Master Note pursuant to the terms of the Supplemental Master Indenture pursuant to which such Master 
Note was issued, by notice to the Obligated Group Members, declare all Master Notes issued and 
Outstanding under the Master Indenture immediately due and payable; provided, however, that if the terms 
of any Supplemental Master Indenture give a Person the right to consent to acceleration of the Master Notes 
issued pursuant to said Supplemental Master Indenture, the Master Notes issued pursuant to such 
Supplemental Master Indenture may not be accelerated by the Master Trustee unless such consent is 
properly obtained pursuant to the terms of such Supplemental Master Indenture.  In the event such consent 
is not obtained, an amount equal to the Required Payments on such Master Note shall be paid by the 
Obligated Group to the Master Trustee in the same manner and amount as would have been due and payable 
if such Master Note had been accelerated.At any time after the Required Payments on, the Master Notes 
shall have been so declared to be due and payable and before the entry of final judgment or decree in any 
suit, action or proceeding instituted on account of such default, if: 

(a) the Obligated Group has paid or caused to be paid or deposited with the Master 
Trustee moneys sufficient to pay all Required Payments then due (other than Required Payments 
then due only because of such declaration) of all Master Notes issued and Outstanding under the 
Master Indenture; 
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(b) the Obligated Group has paid or caused to be paid or deposited with the Master 
Trustee moneys sufficient to pay the charges, compensation, expenses, disbursements, advances 
and liabilities of the Master Trustee and any paying agents;  

(c) all other amounts then payable by the Obligated Group under the Master Indenture 
shall have been paid or a sum sufficient to pay the same shall have been deposited with the Master 
Trustee; and 

(d) every Event of Default (other than a default in the payment of the Required 
Payments then due under such Master Notes only because of such declaration) shall have been 
remedied,  

then the Master Trustee may annul such declaration and its consequences with respect to any Master 
Notes or portions thereof not then due by their terms.  No such annulment shall extend to or affect any 
subsequent Event of Default or impair any right consequent thereon. 

Additional Remedies and Enforcement of Remedies.  Upon the occurrence and continuance of any 
Event 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 Master Notes issued and Outstanding under the Master Indenture 
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 of Master Notes issued 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:    

(a) enforcement of the right of such Holders to collect and enforce the payment of 
amounts due or becoming due under the Master Notes; 

(b) civil action upon all or any part of the Master Notes; 

(c) 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 Master Notes to account as if 
it were the trustee of an express trust for the Holders of Master Notes; 

(d) civil action to enjoin any acts or things, which may be unlawful or in violation of 
the rights of the Holders of Master Notes; and 

(e) enforcement of any other right of such Holders conferred by law or by 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 Master Notes issued under 
the Master Indenture then Outstanding, shall, upon being indemnified to its satisfaction therefor, institute 
and maintain such suits and proceedings as it may be advised shall be necessary or expedient (1) to prevent 
any impairment of the security under the Master Indenture by any acts which may be unlawful or in 
violation of the Master Indenture, or (2) to preserve or protect the interests of the Holders, 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, is not unduly 
prejudicial to the interest of the Holders of Master Notes issued and Outstanding under the Master Indenture 
not making such request. 

All rights of action (including the right to file proof of claims) under the Master Indenture or under 
any of the Master Notes issued under the Master Indenture may be enforced by the Master Trustee without 
the possession of any of the Master Notes issued under the Master Indenture or the production thereof in 
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any trial or other proceeding relating thereto.  Any such suit or proceeding instituted by the Master Trustee 
may be brought in its name as the Master Trustee without the necessity or joining as plaintiffs or defendants 
any Holders of the Master Notes issued under the Master Indenture.  Subject to the provisions of the Master 
Indenture, any recovery or judgment shall be for the equal benefit of the Holders of the Outstanding Master 
Notes issued under the Master Indenture. 

APPLICATION OF REVENUES AND OTHER MONEYS AFTER DEFAULT 
 

During the continuance of an Event of Default all moneys received by the Master Trustee pursuant 
to any right given or action taken as a result of an Event of Default (after payment of the costs and expenses 
of the proceedings resulting in the collection of such moneys and of the expenses and advances incurred or 
made by the Master Trustee with respect thereto and all other fees and expenses of the Master Trustee under 
the Master Indenture) shall be applied as follows: 

(a) If the Required Payments of all Outstanding Master Notes issued under the Master 
Indenture have not become or have not yet been declared due and payable: 

First:  To the payment to the Persons entitled thereto of all installments of 
interest then due on the Master Notes issued under the Master Indenture 
and Financial Product Regularly Scheduled Payments in the order of the 
required payment date of such installments and Financial Product 
Regularly Scheduled Payments, and, if the amount available shall not be 
sufficient to pay in full any installment or installments, Financial Product 
Payment or Financial Product Regularly Scheduled Payments due on the 
same date, then to the payment thereof ratably, according to the amounts 
due thereon to the Persons entitled thereto, without any discrimination or 
preference; and 

Second:  To the payment to the Persons entitled thereto of the unpaid 
principal installments of, or other current payment obligations on, any 
Master Notes which shall have become due (other than Master Notes 
called for redemption or payment for payment of which moneys are held 
pursuant to the provisions of the Master Indenture), and including 
Financial Product Extraordinary Payments, whether at maturity or by call 
for redemption, in the order of their due dates, and if the amounts available 
shall not be sufficient to pay in full all the Master Notes issued under the 
Master Indenture due on any date, then to the payment thereof ratably, 
according to the amounts of principal installments or other current 
payment obligations, including Financial Product Extraordinary 
Payments, due on such date, to the Persons entitled thereto, without any 
discrimination or preference. 

(b) If the Required Payments of all Outstanding Master Notes issued under the Master 
Indenture shall have become or have been declared due and payable to the payment of Required 
Payments then due and unpaid upon the Master Notes (and specifically including Financial Product 
Regularly Scheduled Payments and Financial Product Extraordinary Payments) without preference 
or priority of principal or other current payment obligations over interest or of interest over 
principal or other current payment obligations, or of any installment of interest over any other 
installment of interest, or of any Master Note issued under the Master Indenture over any other 
Master Note issued under the Master Indenture, ratably, according to the amounts due respectively 
for Required Payments (and specifically including Financial Product Regularly Scheduled 
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Payments and Financial Product Extraordinary Payments), to the Persons entitled thereto without 
any discrimination or preference. 

(c) If Required Payments on all Outstanding Master Notes issued under the Master 
Indenture shall have been declared due and payable, and if such declaration shall thereafter have 
been rescinded and annulled under the provisions of the Master Indenture, then, subject to the 
provisions of the Master Indenture described in paragraph (b) under this heading in the event that 
the principal of all Outstanding Master Notes issued under the Master Indenture shall later become 
due or be declared due and payable, the moneys shall be applied in accordance with the provisions 
of the Master Indenture described in paragraph (a) under this heading. 

Whenever all Master Notes issued hereunder and interest thereon have been paid under the 
provisions of the Master Trust Indenture summarized under this heading and all expenses and charges of 
the Master Trustee have been paid, any balance remaining shall be paid to the Person entitled to receive the 
same; if no other Person shall be entitled thereto, then the balance shall be paid to the Obligated Group 
Members, their successors, or as a court of competent jurisdiction may direct.   

The Master Trustee is required by the Master Indenture to give notice as it may deem appropriate 
of the deposit with it of any moneys delivered pursuant to the provisions of the Master Trust Indenture 
summarized under this heading and of the fixing of any payment date with respect thereto, and shall not be 
required to make payment to the Holder of any unpaid Master Note issued hereunder until such Master 
Note issued hereunder shall be presented to the Master Trustee for appropriate endorsement of any partial 
payment or for cancellation if fully paid. 

HOLDERS OF MASTER NOTES CONTROL OF PROCEEDINGS 
 

If an Event of Default shall have occurred and be continuing, notwithstanding anything in the 
Master Indenture to the contrary, the Holders of at least a majority in the aggregate principal amount of 
Master Notes issued under the Master Indenture then Outstanding shall have the right, at any time, by any 
instrument in writing executed and delivered to the Master Trustee and accompanied by indemnity 
satisfactory to the Master Trustee, to direct the method and place of conducting any proceeding to be taken 
in connection with the enforcement of the terms and conditions of the Master Indenture or for the 
appointment of a receiver or any other proceedings under the Master Indenture, provided that such direction 
is not in conflict with any applicable law or the provisions of the Master Indenture and provided further, 
that the Master Trustee shall have the right to decline to follow any such direction if the Master Trustee in 
good faith shall determine that the proceeding so directed would involve it in personal liability, and, in the 
sole judgment of the Master Trustee, is not unduly prejudicial to the interest of Holders of Master Notes 
issued under the Master Indenture not joining in such direction and provided further that nothing in this 
paragraph shall impair the right of the Master Trustee in its discretion to take any other action under the 
Master Indenture which it may deem proper and which is not inconsistent with such direction by Holders 
of Master Notes issued under the Master Indenture. 

WAIVER OF EVENT OF DEFAULT 
 

No delay or omission of the Master Trustee or of any Holder of the Master Notes issued under the 
Master Indenture to exercise any right or power accruing upon any Event of Default shall impair any such 
right or power or shall be construed to be a waiver of any such Event of Default or an acquiescence therein.  
Every power and remedy given by the Master Indenture as a result of an Event of Default to the Master 
Trustee and the Holders of the Master Notes issued under the Master Indenture, respectively, may be 
exercised from time to time and as often as may be deemed expedient by them. 
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The Master Trustee may waive any Event of Default which in its opinion shall have been remedied 
before the entry of final judgment or decree in any suit, action or proceeding instituted by it under the 
provisions of the Master Indenture, or before the completion of the enforcement of any other remedy under 
the Master Indenture. 

Notwithstanding anything contained in the Master Indenture to the contrary, the Master Trustee, 
upon the written request of the Holders of a majority of the aggregate principal amount of Master Notes 
issued under the Master Indenture then Outstanding, shall waive any Event of Default under the Master 
Indenture and its consequences; provided, however, that, except under the circumstances set forth in the 
Master Indenture, a default in the payment of the Required Payments on any Master Note issued under the 
Master Indenture, when the same shall become due and payable by the terms thereof or upon call for 
redemption, may not be waived without the written consent of the Holders of all the Master Notes issued 
under the Master Indenture, respectively, at the time Outstanding.   

In case of any waiver by the Master Trustee of an Event of Default under the Master Indenture, 
each Obligated Group Member, the Master Trustee and the Holders of Master Notes issued under the Master 
Indenture shall be restored to their former positions and rights under the Master Indenture, under any related 
indenture or loan document, respectively, but no such waiver shall extend to any subsequent or other Event 
of Default or impair any right consequent thereon. 

SUPPLEMENTAL MASTER INDENTURES 

Supplemental Master Indentures Not Requiring Consent of Master Note Holders.  The Obligated 
Group Representative (acting for itself and as agent for each Obligated Group Member) and the Master 
Trustee may, without the consent of or notice to any of the Holders, enter into one or more Supplemental 
Master Indentures for one or more of the following purposes: 

(a) To cure any ambiguity or formal defect or omission in the Master Indenture that 
does not materially adversely affect the interests of the Holders. 

(b) To correct or supplement any provision in the Master Indenture which may be 
inconsistent with any other provision in the Master Indenture, or to make any other provisions with 
respect to matters or questions arising under the Master Indenture and which shall not materially 
adversely affect the interests of the Holders. 

(c) To grant or confer ratably upon all of the Holders any additional rights, remedies, 
powers or authority that may lawfully be granted or conferred upon them subject to the provisions 
described below under “Supplemental Master Indenture Requiring Consent of Master Note 
Holders”, or to add to the covenants of and restrictions on the Obligated Group Members. 

(d) To qualify the Master Indenture under the Trust Indenture Act of 1939, as 
amended, or corresponding provisions of federal laws from time to time in effect. 

(e) To create and provide for the issuance of a series of Master Notes as permitted 
under the Master Indenture, and to supply certain terms that may apply to such Master Notes while 
such Master Notes are Outstanding. 

(f) To evidence the succession of another corporation to any Obligated Group 
Member, or successive successions, or the additions of a Person to the Obligated Group, and the 
assumption by the successor corporation or additional Obligated Group Member of the covenants, 
agreements and obligations of the Obligated Group Member pursuant to the provisions of the 
Master Indenture described above under the headings “CONSOLIDATION, MERGER, SALE OR 
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CONVEYANCE” and “ENTRANCE INTO THE OBLIGATED GROUP”, respectively, and to 
evidence the withdrawal of an Obligated Group Member from the Obligated Group pursuant to the 
provisions of the Master Indenture described above under the heading “CESSATION OF STATUS 
AS A MEMBER OF THE OBLIGATED GROUP”. 

(g) To effectuate any consolidation, merger, sale or conveyance; provided that such 
amendments are limited to changes in phraseology and form (but not in substance). 

Supplemental Master Indentures Requiring Consent of Master Note Holders.  Other than 
Supplemental Master Indentures referred to above under “Supplemental Indentures Not Requiring Consent 
of Master Note Holders” and subject to the terms and provisions and limitations contained in the provisions 
of the Master Indenture summarized in this paragraph and not otherwise, the Holders of not less than a 
majority in aggregate principal amount of the Master Notes issued under the Master Indenture then 
Outstanding shall have the right, from time to time, anything contained in the Master Indenture to the 
contrary notwithstanding, to consent to and approve the execution by the Obligated Group Representative 
(acting for itself and as agent for each Obligated Group Member), and the Master Trustee of such 
Supplemental Master Indentures as shall be deemed necessary and desirable for the purpose of modifying, 
altering, amending, adding to or rescinding, in any particular, any of the terms or provisions contained in 
the Master Indenture; provided, however, nothing in the provisions of the Master Indenture summarized in 
this paragraph permits or is to be construed as permitting a Supplemental Master Indenture which would: 

(a) extend the stated maturity of or time for paying interest on any Master Note or 
reduce the Required Payments or rate of interest or method of calculating interest payable on or 
reduce any other Required Payment on any Master Note without the consent of the Holder of such 
an Master Note; 

(b) alter the priority of Required Payments on any Master Notes, without the consent 
of the Holder of such Master Note; 

(c) reduce the aggregate principal amount of Master Notes issued under the Master 
Indenture then Outstanding the consent of the Holders of which is required to authorize such 
Supplemental Master Indentures, except as otherwise permitted by the Master Indenture without 
the consent of the Holders of all Master Notes issued under the Master Indenture then Outstanding;  

(d) except as otherwise permitted by the Master Indenture, make a modification of the 
joint and several obligation of the Obligated Group Members to make payment on or provide funds 
for the payment of any Master Note without the consent of the Holder of such Master Note; or  

(e) make a modification of the rights, duties or immunities of the Master Trustee, 
without the written consent of the Master Trustee. 

If the Obligated Group Representative requests the Master Trustee to enter into a Supplemental 
Master Indenture pursuant to the provisions of the Master Indenture summarized under this heading, the 
Master Trustee may enter into a Supplemental Master Indenture without liability or responsibility to any 
Holder of any Master Note, whether or not such Holder shall have consented thereto, only if, but not 
otherwise, the Master Trustee receives:  (1) the Obligated Group Representative’s request, accompanied by 
a copy of the proposed Supplemental Master Indenture and (2) an instrument or instruments executed by 
the Holders of not less than the aggregate principal amount or number of Master Notes specified in 
paragraph (a) for the Supplemental Master Indenture in question which instrument or instruments shall refer 
to such Supplemental Master Indenture and shall specifically consent to and approve the execution thereof 
in substantially the form of the copy thereof as on file with the Master Trustee.  
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Any such consent shall be binding upon the Holder of the Master Note giving such consent and 
upon any subsequent Holder of such Master Note and of any Master Note issued in exchange therefore 
(whether or not such subsequent Holder thereof has notice thereof), unless such consent is revoked in 
writing by the Holder of such Master Note by filing with the Master Trustee, prior to the execution by the 
Master Trustee of such Supplemental Master Indenture, such revocation and, if such Master Notes are 
transferable by delivery, proof that such Master Notes are held by the signer of such revocation in the 
manner permitted by the Master Indenture.  At any time after the Holders of the required principal amount 
or number of Master Notes shall have filed their consents to the Supplemental Master Indenture, the Master 
Trustee shall make and file with the Obligated Group Representative on behalf of each Obligated Group 
Member a written statement to that effect.  Such written statement shall be conclusive that such consents 
have been so filed. 

If the Holders of the required principal amount or number of the Master Notes then Outstanding 
shall have consented to and approved the execution of such Supplemental Master Indenture as provided in 
the Master Indenture, no Holder of any Master Note shall have any right to object to the execution thereof, 
or to object to any of the terms and provisions contained therein or the operation thereof, or in any manner 
to question the propriety of the execution thereof, or to enjoin or restrain the Master Trustee or the Obligated 
Group Representative on behalf of each Obligated Group Member from executing the same or from taking 
any action pursuant to the provisions thereof. 

 



 

 

APPENDIX D 
 

SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE AND THE LOAN AGREEMENT 
 



TABLE OF CONTENTS 
Page 

 

 -i-  
 

SUMMARY OF CERTAIN PROVISIONS OF  
THE BOND INDENTURE AND THE LOAN AGREEMENT 

Definitions of Certain Terms ..................................................................................................................................... D-1 
 

SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE 
Granting Clauses ....................................................................................................................................................... D-6 
Authorization and Issuance of the Series 2020 Bonds .............................................................................................. D-6 
Use of Proceeds from the Sale of the Series 2020 Bonds .......................................................................................... D-7 
Bond Fund ................................................................................................................................................................. D-7 
Project Fund .............................................................................................................................................................. D-7 
Completion of the Project .......................................................................................................................................... D-8 
Non-presentment of Bonds ........................................................................................................................................ D-8 
Investments Generally ............................................................................................................................................... D-9 
Discharge ................................................................................................................................................................... D-9 
Redemption After Satisfaction of Bond Indenture .................................................................................................. D-12 
Events of Default ..................................................................................................................................................... D-12 
Acceleration and Other Remedies ........................................................................................................................... D-13 
Right to Direct Proceedings ..................................................................................................................................... D-13 
Application of Proceeds .......................................................................................................................................... D-14 
Remedies Vested in Bond Trustee........................................................................................................................... D-15 
Rights and Remedies of the Registered Owners ...................................................................................................... D-15 
Termination of Proceedings .................................................................................................................................... D-16 
Waivers of Events of Default .................................................................................................................................. D-16 
Removal of the Bond Trustee .................................................................................................................................. D-16 
Supplemental Bond Indentures Not Requiring the Consent of the Registered Owners........................................... D-16 
Supplemental Bond Indentures Requiring the Consent of the Registered Owners ................................................. D-17 
Consent of Borrower; Opinion ................................................................................................................................ D-18 
Amendments to Certain of the Borrower’s Documents Not Requiring the Consent of the Registered Owners ..... D-18 
Amendments to Certain of the Borrower’s Documents Requiring the Consent of the Registered Owners ............ D-18 
Replacement of Series 2020 Master Note with Note Issued Under a Separate Master Indenture ........................... D-19 

 
SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT 

Loan of Proceeds ..................................................................................................................................................... D-20 
Deposits in Respect of the Series 2020 Master Note ............................................................................................... D-20 
Obligation of the Borrower Unconditional .............................................................................................................. D-20 
Pledge of the Loan Agreement and the Series 2020 Master Note ........................................................................... D-20 
Agreement to Complete the Project; Changes to Project ........................................................................................ D-20 
Establishment of the Completion Date .................................................................................................................... D-20 
Project Fund Insufficiency ...................................................................................................................................... D-20 
Inspection of the Bond Financed Property .............................................................................................................. D-21 
Sufficient Revenues ................................................................................................................................................. D-21 
Financial Information and Reports .......................................................................................................................... D-21 
Maintenance of Tax Status ...................................................................................................................................... D-21 
Maintenance of Existence........................................................................................................................................ D-21 
Tax Exempt Bonds .................................................................................................................................................. D-22 
Maintenance of Status as a Member of the Obligated Group .................................................................................. D-22 
Events of Default ..................................................................................................................................................... D-22 
Remedies ................................................................................................................................................................. D-23 
Waivers of Events of Default .................................................................................................................................. D-23 
Remedies Subject to Law ........................................................................................................................................ D-23 



 

 D-1  
 
 

SUMMARY OF CERTAIN PROVISIONS OF 
THE BOND INDENTURE AND LOAN AGREEMENT 

Brief descriptions of the Bond Indenture and the 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 2020 Bonds at the offices of the Authority and thereafter at the offices of the Bond Trustee. 

DEFINITIONS OF CERTAIN TERMS 

“Act” means Chapter 231 of the Wisconsin Statutes, as amended. 

“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 Bonds. 

“Authorized Borrower Representative” means the person 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. 

“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 land, equipment, improvements and other real or personal 
property of the Borrower financed or refinanced, directly or indirectly, with the proceeds of the Series 2020 Bonds, 
including without limitation the Project. 

“Bond Fund” means the fund by that name created by the Bond Indenture. 

“Bond Indenture” means the Bond Trust Indenture dated as of October 1, 2020 between the Authority and 
the Bond Trustee, as amended from time to time. 

“Bond Indenture Funds” means the Bond Fund, the Project Fund and any other funds or accounts created 
under the Bond Indenture and does not include the Rebate Fund created pursuant to the Tax Exemption Agreement. 

“Bond Interest Payment Date” means each date on which a payment of interest on the Bonds is due. 

“Bond Purchase Agreement” means the Bond Purchase Agreement dated October 15, 2020 among the 
Authority, the Borrower and J.P. Morgan Securities LLC, the initial purchaser of the Bonds.  

“Bond Trustee” means the bond trustee at the time serving under the Bond Indenture.  The initial Bond 
Trustee is Wells Fargo Bank, National Association. 

“Bonds” or “Series 2020 Bonds” means the Wisconsin Health and Educational Facilities Revenue Bonds, 
Series 2020 (Children’s Hospital of Wisconsin, Inc.). 

“Borrower” means Children’s Hospital of Wisconsin, Inc. 
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“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 Bonds. 

“Borrower’s Documents” means the Loan Agreement, the Series 2020 Master Note, the Bond Purchase 
Agreement, 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 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 designated corporate 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 herein shall be deemed to include the United States Treasury Regulations relating to such section, which 
section and regulations are applicable to the Series 2020 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 and expected to be paid with proceeds of the Bonds 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, if applicable, and (c) either (i) 
demonstrating that the weighted average maturity of the Series 2020 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 in the Tax Exemption Agreement), 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 2020 Bonds so that the condition described in (i) will be met through a redemption or defeasance of a 
portion, if necessary, of the Series 2020 Bonds. 

“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. 

“Construction Account” means the account by that name in the Project Fund created by the Bond Indenture. 

“Counsel” means an attorney admitted to practice before the highest court of any state. 

“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. 

“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. 

“DTC” means The Depository Trust Company, a limited purpose trust company organized under the laws of 
the State of New York. 

“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 and (d) other documents has the meaning attributed to it in them. 

“Event of Taxability” means any act, omission or event that results in the interest paid or payable on any 
Bond being 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 
Construction Account on or after the date on which the Completion Certificate is delivered to the Bond Trustee other 
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than amounts retained in the Construction Account to pay Project Costs not then due or that the Borrower is contesting 
in good faith by appropriate proceedings. 

“Excess Funds Account” means the account by that name in the Bond Fund created by the Bond Indenture. 

“Executive Director” means the Executive Director or Associate Executive Director of the Authority, a duly 
authorized acting Executive Director or Associate Executive Director of the Authority or the officer succeeding to the 
duties presently exercised by the Executive Director or Associate Executive Director of the Authority. 

“Facility” or “Facilities” means the hospital, health care and related facilities of the Borrower and the other 
members of the Obligated Group, including without limitation 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 Bonds. 

“Fourth Supplement” means the Fourth Supplemental Master Trust Indenture dated as of October 1, 2020 
between the Obligated Group Representative and the Master Trustee, as amended from time to time. 

“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 Bonds in connection with the issuance and sale of the Bonds 
including, but not limited to, underwriting costs (whether in the form of discount in the purchase of the 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 Account” means the account by that name in the Project Fund created by the Bond 
Indenture. 

“Letter of Representations” means the Blanket Issuer Letter of Representations dated October 16, 1997 
between the Authority and DTC. 

“Loan Agreement” means the Loan Agreement dated as of October 1, 2020 between the Borrower and the 
Authority, as amended from time to time in accordance with the terms of the Loan Agreement. 

“Master Indenture” has the meaning attributed to it in Appendix C of this Official Statement. 

“Master Trustee” has the meaning attributed to it in Appendix C of this Official Statement. 

“Moody’s” means Moody’s Investors Service, Inc., a corporation organized and existing under the laws of 
the State 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.  

“Obligated Group” means the Obligated Group created under the Master Indenture. 

“Obligated Group Representative” means Children’s Hospital of Wisconsin, Inc., or such other Obligated 
Group Representative designated under 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 Associate 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 
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and (b) with respect to any corporation, including the Borrower, a certificate of the corporation signed (i) by the 
president, by any vice president or by any other person designated by resolution of the board of directors of the 
Borrower, 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) 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. 

“Outstanding” when used with reference to the Bonds means all Bonds that have been authenticated and 
delivered by the Bond Trustee under the Bond Indenture except (a) Bonds or portions of 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 Bonds at or before their respective maturity dates, including interest that has accrued 
on the Bonds and will accrue through the final payment or redemption of the Bonds and any redemption premium on 
them, provided that if the 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 summarized under the heading “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE – Discharge” have been satisfied with respect to such 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 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 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 which the Bond Trustee has designated as its address for receiving notices 
under the Bond Indenture.  

“Project” means, collectively, the acquisition, construction, renovation and equipping of certain hospital, 
healthcare and related facilities owned or operated by the Borrower and located at the Wisconsin locations identified 
in the notice of public hearing related to the Bonds (a copy of which is attached to the Tax Exemption Agreement), 
all as more specifically detailed in the Tax Exemption Agreement. 

“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 the initial purchaser(s) of the Bonds, whether one or more, as identified in the Bond 
Purchase Agreement. 

“Qualified Investments” means, subject to the provisions of 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 
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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 which 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 October 1, 2020 if the prior written consent of the Authority is 
obtained. 

“Rebate Fund” means the fund by that name created by the Tax Exemption Agreement. 

“Redemption Notice Information” means information in a written and dated notice from the Bond Trustee 
that (a) identifies the Bonds to be redeemed by the name of the issue (including the name of the issuer and any series 
designation), CUSIP number, if any, date of issue, interest rate, maturity date and any other descriptive information 
the Bond Trustee deems desirable to accurately identify the Bonds to be redeemed and, if only a portion of some 
Bonds will be redeemed, the certificate numbers and the principal amount of those Bonds to be redeemed, (b) identifies 
the date on which the notice is given and the date on which the Bonds will be redeemed, (c) states the price at which 
the Bonds will be redeemed, (d) states that interest on the Bonds or the portions of them called for redemption will 
stop accruing from the redemption date if funds sufficient for their redemption and available for that purpose are or 
will be on deposit with the Bond Trustee on the redemption date, (e) states that payment for the Bonds will be made 
on the redemption date at the Principal Trust Office of the Bond Trustee during normal business hours upon the 
surrender of the Bonds to be redeemed in whole or in part and (f) identifies by name and phone number a representative 
of the Bond Trustee who may be contacted for more information.  For so long as the Bonds are in a Book Entry 
System, Redemption Notice Information also includes the information and procedures described in the Letter of 
Representations. 

“Registered Owner” or “Owner” or “holder” or “Bondholder” when used with reference to a Bond means the 
person who is the registered owner of a Bond or that person’s legal representative. 

“Registered Owner’s Address” means the address, that 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 Bonds. 

“Revenues” means (a) all payments, 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 
and the Obligated Group in respect of the Series 2020 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 2020 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). 

“Series 2020 Bonds” or “Bonds” means $121,405,000 Wisconsin Health and Educational Facilities Authority 
Revenue Bonds, Series 2020 (Children’s Hospital of Wisconsin, Inc.) initially authorized to be issued by the Authority 
pursuant to the terms and conditions of the Bond Indenture.  



 

 D-6  

“Series 2020 Master Note” means the Borrower’s Promissory Note, Series 2020 issued pursuant to the Master 
Indenture. 

“Standard & Poor’s” or “S&P” means S&P Global Ratings, a corporation 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.  

“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 2020 Bonds. 

“Unassigned Rights” means the Authority’s rights (a) to receive indemnity, payments for its expenses and 
other payments under the Loan Agreement or any other document associated with the issuance of any Bonds 
specifically including but not limited to its rights to receive payments under the Loan Agreement, (b) subject to the 
terms of the Loan Agreement, 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 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. 

“Written Request” means with reference to the Authority, a request in writing signed by the Chairperson, 
Vice Chairperson or Executive Director of the Authority and with reference to the Borrower means a request in writing 
signed by an Authorized Borrower Representative, or any other officers designated in writing by the Authority or the 
Borrower, as the case may be. 

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 2020 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 2020 Bonds and the performance 
and observance by the Authority of its obligations under the Bond Indenture and the Series 2020 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:  (a) except for the Unassigned Rights, the Authority’s entire 
right, title and interest in and to each of the Borrower’s Documents and the Master Indenture, specifically including 
the Authority’s right to receive payments from the Borrower under the Series 2020 Master Note or the Loan 
Agreement or the payments received under the Master Indenture that are available pursuant to the Master Indenture 
to pay amounts due on the Series 2020 Master Note and the other Borrower’s Documents; (b) 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 (c) 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 2020 Bonds 

The Bond Indenture authorizes the issuance of the Series 2020 Bonds and limits their aggregate principal 
amount to the amount stated on the cover page of this Official Statement. 
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Use of Proceeds from the Sale of the Series 2020 Bonds 

The Authority agrees in the Bond Indenture to deposit the purchase price with the Bond Trustee and, upon 
receipt, the Bond Trustee agrees in the Bond Indenture to apply the purchase price in the manner described in the 
forepart of this Official Statement.  See “PLAN OF FINANCE” and “ESTIMATED SOURCES AND USES OF 
FUNDS” in the forepart of this Official Statement. 

Bond Fund 

The Bond Indenture creates a trust fund designated the “Children’s Hospital of Wisconsin, Inc. 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 2020 Bonds as it 
becomes due, whether at maturity, redemption, acceleration or otherwise and (ii) for the redemption of the Series 2020 
Bonds from amounts transferred to the Principal Account from the Prepayment Account.   

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 2020 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 2020 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 2020 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 2020 Bonds or any exclusion from gross income 
for federal income tax purposes to which interest on the 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 Bonds called for optional or extraordinary optional redemption as provided 
in the Bond Indenture.  Money remaining in the Prepayment Account may be used by the Bond Trustee to purchase 
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 2020 
Bonds, unpaid interest that has accrued on the Series 2020 Bonds and will accrue to the date the Series 2020 Bonds 
are redeemed and any redemption premiums on all the Series 2020 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 2020 Bonds then Outstanding on the 
next date on which all of the Series 2020 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 for application as summarized under the heading 
“SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE - Application of Proceeds.” 

The Bond Trustee agrees to keep accurate records pertaining to each transaction within each of the accounts 
in the Bond Fund. 

Project Fund 

The Bond Indenture creates a trust fund designated “Children’s Hospital of Wisconsin, Inc. Project Fund” 
(the “Project Fund”).  Within the Project Fund are created the following Accounts: 
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Issuing Expenses Account.  Money in the Issuing Expenses Account 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 Account.  Upon the earlier of the receipt by the Bond Trustee of a Written Request 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 original issuance and delivery of the Series 2020 Bonds, amounts then on 
deposit in the Issuing Expenses Account will be transferred to the Construction Account and applied as other amounts 
on deposit in the Construction Account would be applied, unless the Bond Trustee is provided with an Opinion of 
Bond Counsel to the effect that some other disposition of those amounts will not adversely affect the validity of the 
Series 2020 Bonds or any exclusion from gross income for federal income tax purposes to which interest on the Series 
2020 Bonds would otherwise be entitled. 

Construction Account.  Money in the Construction Account will be used to pay Project Costs or to 
reimburse the Borrower for Project Costs actually paid by it.  Upon the earlier of the receipt by the Bond Trustee of a 
Completion Certificate or the third anniversary of the original issuance and delivery of the Series 2020 Bonds, amounts 
on deposit in the Construction Account or deposited in the Construction Account on any date thereafter will be 
transferred by the Bond Trustee to the Excess Funds Account, unless the Bond Trustee is provided by the Borrower 
with an Opinion of Bond Counsel to the effect that some other disposition of those amounts will not adversely affect 
the validity of the Series 2020 Bonds or any exclusion from gross income for federal income tax purposes to which 
interest on the Series 2020 Bonds would otherwise be entitled. 

Upon the occurrence of an Event of Default and an acceleration of Outstanding Bonds, money in any account 
of the Project Fund may be immediately or from time to time thereafter transferred to the Bond Fund for application 
as summarized under the heading “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE – 
Application of Proceeds.” 

The Bond Trustee agrees in the Bond Indenture to keep accurate records pertaining to each transaction within 
each of the accounts in the Project Fund.  After the Completion Certificate has been received, the Bond Trustee agrees 
in the Bond Indenture to file a statement of transactions for the Project Fund with the Borrower and, upon the 
Authority’s request, with the Authority. 

Completion of the Project 

The completion of the Project is to be evidenced by the filing with the Bond Trustee of the Completion 
Certificate.  Upon receipt of the Completion Certificate, the Bond Trustee is authorized and directed to promptly 
transfer to the Excess Funds Account any Excess Funds then on deposit in the Construction Account or the Issuing 
Expenses Account. 

Non-presentment of Bonds 

Subject to the provisions of the Bond Indenture when the Bonds are in book entry form, if funds sufficient to 
pay the principal of any 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 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 the succeeding 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 applicable laws relating to escheatment, be paid to the Borrower 
upon its Written Request or, if required by applicable laws relating to escheatment, to the officer, board or body as 
may then be entitled by law to receive it.  Thereafter, the Registered Owners of the Series 2020 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. 
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Investments Generally 

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 according 
to 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 and the Bond Trustee shall 
not be required to monitor the ratings of Qualified Investments on an ongoing basis.  The Bond Trustee shall be entitled 
to assume that any investment which at the time of purchase is a Qualified Investment remains a Qualified Investment 
thereafter, absent receipt of written notice or actual knowledge of a responsible officer in the corporate trust 
department of the Bond Trustee to the contrary.  In the absence of investment instructions from the Borrower, the 
Bond Trustee is directed by the Authority (based on a deemed direction by the Borrower) pursuant to the Bond 
Indenture to invest any moneys held by it under the Bond Indenture in the Wells Fargo Government Money Market 
Fund or a successor money market fund which is made up solely of U.S. Government Obligations.  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 the Bond Trustee may charge its 
ordinary and customary fees for such trades, including investment maintenance fees, and such investments (a) 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, (b) will be held by or 
under the control of the Bond Trustee, (c) will at all times be considered a part of the account for whose benefit the 
investment was made, (d) will have any loss attributable to them charged to the account for whose benefit the 
investment was made, (e) 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, (f) 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, (g) in the case of the 
Issuing Expenses Account, will have any interest or profit derived from them credited to the Construction Account 
until the earlier of three years from the date of the issuance and sale of the Series 2020 Bonds or the date on which the 
Bond Trustee receives the Completion Certificate and thereafter to the Interest Account in the amount necessary to 
make any interest payments on the Series 2020 Bonds occurring within 13 months of such transfer and then to the 
Prepayment Account, (h) in the case of the Construction Account, will have any interest or profit derived from them 
retained in the Construction Account until the earlier of three years from the date of the issuance and sale of the Series 
2020 Bonds or the date on which the Bond Trustee receives the Completion Certificate and thereafter to the Interest 
Account in the amount necessary to make any interest payments on the Series 2020 Bonds occurring within 13 months 
of such transfer and then to the Prepayment Account, and (i) 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. 

Although the Authority and the Borrower each recognize that it may obtain a broker confirmation or written 
statement containing comparable information at no additional cost, the Authority and the Borrower agree that 
confirmations of permitted investments are not required to be issued by the Bond Trustee for each month in which a 
monthly statement is rendered.  No statement need be rendered for any fund or account if no activity occurred in such 
fund or account during such month. 

Investments are also subject to the provisions of the Tax Exemption Agreement.  

Discharge 

Total Discharge.  The Bond Indenture, the Series 2020 Master Note, 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 2020 Master Note and under the other Borrower’s Documents, and the Authority has 
performed its obligations under the Authority Documents, 

(b) all expenses of the Bond Trustee that have accrued and will accrue through the final 
payment of the Series 2020 Bonds have been paid or arrangements satisfactory to the Bond Trustee for their payment 
have been made, 
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(c) all expenses of the Authority that have accrued and will accrue through the final payment 
of the Series 2020 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 2020 Bonds and will accrue to the final payment or redemption of the 
Series 2020 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 2020 Bonds and will accrue to the final payment or redemption of the Series 2020 Bonds and 
any redemption premium, 

(e) a notice of redemption has been given as required by the Bond Indenture if any of the Series 
2020 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 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 2020 Bonds has been provided for as summarized in 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 Bond or 
any exclusion from gross income for federal income tax purposes to which interest on the Bonds would otherwise be 
entitled and (ii) has given notice to the Registered Owners of the Series 2020 Bonds at the Registered Owner’s Address 
of the actions taken pursuant to the provisions summarized in clause (d) under this heading, and 

(g) if the payment of the Series 2020 Bonds has been provided for as summarized in clause 
(d)(iv) under this heading, the Bond Trustee has been provided an opinion or report 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 verification 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 2020 
Bonds will be sufficient to pay the principal of, premium, if any, and interest on the Series 2020 Bonds. 

On the occurrence of the events summarized in clauses (a) through (g) under this heading, the Bond Trustee is 
authorized and directed to 

(1) cancel the Series 2020 Master Note and deliver it to the Borrower; 

(2) execute and deliver all appropriate instruments evidencing and acknowledging the 
satisfaction of the Bond Indenture and the Loan Agreement; and 

(3) 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 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 2020 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 2020 Bonds is to be disposed of in a 
manner that, in the Opinion of Bond Counsel, will not adversely affect the validity of any Bond or any exclusion from 
gross income for federal income tax purposes to which interest on the Bonds would otherwise be entitled. 
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Notwithstanding a discharge of the Bond Indenture as summarized in clause (d)(ii) or (d)(iv) under this 
heading, resulting in the Registered Owners of the Series 2020 Bonds having a claim for the payment of their 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 2020 Bonds, the registration, transfer and exchange of the 
Series 2020 Bonds and similar matters. 

Partial Discharge.  The Bond Indenture, the Series 2020 Master Note, and the Loan Agreement and the estate 
and rights granted by them cease, determine and are void with respect to some, but not all of the Bonds, if 

(a) the Borrower has performed all of its obligations under the Master Indenture to the extent 
they relate to the Series 2020 Master Note and under the other Borrower’s Documents, and the Authority has 
performed its obligations under the Authority Documents, in each case relating to such Bonds, 

(b) all expenses of the Bond Trustee that have accrued and will accrue through the final 
payment of such Series 2020 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 such Series 2020 Bonds have been paid or arrangements satisfactory to the Authority for their payment have been 
made, 

(d) provision for the payment of all such 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 such 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 such Outstanding Bonds 
including unpaid interest that has accrued on such Series 2020 Bonds and will accrue to the final payment or 
redemption of such Series 2020 Bonds and any redemption premium; (iii) by delivering to the Bond Trustee, for 
cancellation, all such 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 such Bonds at or before their respective maturity dates, including 
interest that has accrued on such Series 2020 Bonds and will accrue to the final payment or redemption of such Series 
2020 Bonds and any redemption premium, 

(e) a notice of redemption has been given as required by the Bond Indenture if any of such 
Series 2020 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 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 such Series 2020 Bonds has been provided for as summarized in 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 Bond or 
any exclusion from gross income for federal income tax purposes to which interest on the Bonds would otherwise be 
entitled and (ii) has given notice to the Registered Owners of such Series 2020 Bonds at the Registered Owner’s 
Address of the actions taken pursuant to the provisions summarized in clause (d) under this heading, and 

(g) if the payment of such Series 2020 Bonds has been provided for as summarized in clause 
(d)(iv) under this heading, the Bond Trustee has been provided an opinion or report 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 verification 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 such Series 2020 
Bonds will be sufficient to pay the principal of, premium, if any, and interest on such Series 2020 Bonds. 

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 a 
portion of the Series 2020 Bonds will be applied to and used solely for the payment of the principal of, premium, if 
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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 2020 Bonds to be partially 
discharged is to be disposed of in a manner that, in the Opinion of Bond Counsel, will not adversely affect the validity 
of any Bond or any exclusion from gross income for federal income tax purposes to which interest on the Bonds would 
otherwise be entitled. 

Notwithstanding a partial discharge of the Bond Indenture with respect to a portion of the Series 2020 Bonds 
as provided in (d)(ii) or (d)(iv) under this heading, resulting in the Registered Owners of such Bonds having a claim 
for the payment of their 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 such Series 2020 Bonds, the 
registration, transfer and exchange of such Series 2020 Bonds and similar matters.  Nothing contained under this 
heading with respect to a partial discharge of the Series 2020 Bonds shall discharge the obligations of the Authority 
under the Bond Indenture or the obligations of the Borrower under the Loan Agreement or the Series 2020 Master 
Note with respect to the Outstanding Series 2020 Bonds that have not been partially discharged in accordance with 
the provisions 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 Bonds 
or a portion thereof through a date after any optional redemption date as summarized in clauses (d)(ii) or (iv) under 
the headings “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE – Discharge - Total 
Discharge and  Partial Discharge,” the optional redemption provisions of the Bond Indenture allowing such Bonds 
to be called prior to maturity upon proper notice (notwithstanding provision for the payment of such 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 the Bond Indenture, the Authority, at the direction of the Borrower, shall have irrevocably elected to waive any 
future right to call the 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 
or cash sufficient to discharge such Bonds (or portion thereof) on the redemption or maturity date or dates selected, 
(b) an opinion or report of a recognized independent certified public accountant or other verification experts selected 
by the Borrower and not objected to by the Authority verifying that such Defeasance Obligations, together with the 
expected earnings thereon, and/or cash will be sufficient to provide for the payment of such Bonds to the redemption 
or maturity 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 federal income tax purposes to which interest on the Series 
2020 Bonds would otherwise be entitled (subject to the inclusion of any exceptions contained in the opinion delivered 
upon original issuance of the Bonds).  The Bond Trustee will give written notice of any such redemption to the owners 
of the 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) failure to pay when due the principal of (whether at maturity, redemption, acceleration or 
otherwise), premium, if any, or interest on any Bond; or 

(b) the Authority shall for any reason be rendered incapable of fulfilling its obligations under 
the Bond Indenture; or 

(c) the Authority shall default in the due and punctual performance of any other of the 
covenants, conditions, agreements and provisions contained in the Series 2020 Bonds or in the Bond Indenture or any 
indenture supplemental to the Bond Indenture  to be performed on the part of the Authority, and such default shall 
continue for a period of thirty (30) days after written notice specifying such default and requiring it to be remedied 
shall have been given to the Authority and the Borrower by the Bond Trustee, which the Bond Trustee may give in its 
discretion and shall give at the written request of the owners of not less than 25% in aggregate principal amount of the 
Series 2020 Bonds then Outstanding; 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 
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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 until the default is 
remedied and provides the Bond Trustee with a certification to that effect; or 

(d) the occurrence of any event of default as summarized under the headings “SUMMARY 
OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT - Events of Default” or “SUMMARY OF CERTAIN 
PROVISIONS OF THE MASTER INDENTURE - Events of Default” in Appendix C of this Official Statement and 
the continuation of that event of default from and after (i) the date the Authority is entitled under the Loan Agreement 
to request that the Master Trustee declare the Series 2020 Master Note to be immediately due and payable, (ii) the 
date on which the Master Trustee is entitled under the Master Indenture to declare any Master Note (as that term is 
defined in Appendix C of this Official Statement) immediately due and payable or (iii) the date the Master Trustee 
declares any Master Note (as that term is defined in Appendix C of this Official Statement) immediately due and 
payable. 

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 2020 Bonds then Outstanding, must by written notice to the Authority and the Borrower declare the principal 
of and accrued interest on the Series 2020 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 2020 Bonds, the Loan Agreement, the Master Indenture or the Series 2020 Master Note, (ii) to enforce 
performance of any obligation, agreement or covenant of the Authority under the Bond Indenture or the Series 2020 
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 Bond or the Series 2020 Master Note or of the grantor of any other collateral given 
to secure the payment of the Series 2020 Bonds or the Series 2020 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 2020 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. 

Right To Direct Proceedings 

Anything in the Bond Indenture to the contrary notwithstanding (excluding the provisions 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 
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 under this heading 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 2020 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 summarized in paragraph (c) under this heading, if the principal 
of all the Series 2020 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 and Other Remedies” 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 2020 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 2020 
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 2020 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, or 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 paragraph (c) under this heading, if the principal 
of the Series 2020 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 and 
Other Remedies” 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 2020 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 or any of the Borrower’s Documents. 

SIXTH:  Any balance is to be paid to the Borrower, its successors or assigns, upon its 
written request, or 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 2020 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 2020 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 pursuant to the provisions 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 Bond Indenture, 
when the Series 2020 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 Bonds 
may be enforced by the Bond Trustee without the possession of any of the Series 2020 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 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 it is deemed to have notice, (b) the Bond Trustee has received 
a request to do so from the Registered Owners of at least a majority of the aggregate principal amount of the Series 
2020 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, affects or impairs the right of 
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any Registered Owner to enforce the payment of the principal of, premium, if any, and interest on any Bond owned 
by it at and after its maturity or the obligation of the Authority to pay the principal of, premium, if any, and interest 
on the Series 2020 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 2020 Bonds. 

Termination of Proceedings 

Subject to the provisions of the Bond Indenture described under “SUMMARY OF CERTAIN PROVISIONS 
OF THE BOND INDENTURE - Rights and Remedies of the Registered Owners”, if the Bond Trustee has proceeded 
to enforce any right under the Bond Indenture and the proceedings have been discontinued, abandoned for any reason 
or determined adversely, then any amounts transferred to the Principal Account and the Interest Account from any 
other Bond Indenture Fund will be returned to the fund or account from which they were taken, the Authority and the 
Bond Trustee are restored to their former positions and rights under the Bond Indenture and all rights, remedies and 
powers of the Bond Trustee continue as if no proceedings had been taken. 

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 2020 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 2020 Bonds then Outstanding in respect of which a default in the payment of the principal of, premium, if any, 
or interest on the Bonds exists or from the Registered Owners of 25% or more in principal amount of the Series 2020 
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 Bond unless 
prior to the waiver all arrears of principal, premium, if any, and interest on the Series 2020 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 upon 30 days’ prior notice (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 and is continuing) 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 2020 Bonds then Outstanding and delivered to the Bond Trustee, the 
Authority, and the Borrower. A removal takes effect upon the appointment of a successor or temporary Bond Trustee 
pursuant to the Bond Indenture by the Registered Owners, the Authority or the Borrower 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 Owners of the Bonds any 
additional rights, remedies, powers or authority that may lawfully be granted to or conferred upon the Owners of the 
Bonds or the Bond Trustee or any 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; 
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(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 thereof under any state blue sky law; 

(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 a Bond 
issued by the Authority under the Bond Indenture, whether that Bond 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 another 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 which require the Bond Indenture to comport with any requirements of the 1939 Act regardless of the 
applicability of the 1939 Act thereto, 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 2020 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 interest 
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 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. 
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If at any time the Authority requests the Bond Trustee to enter into a supplemental indenture for any of the 
purposes covered 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 first 
class mail to the Registered Owner of each of the Series 2020 Bonds at the Registered Owner’s Address subject, for 
so long as the Series 2020 Bonds are in a book entry system, to the Letter of Representations or in such other manner 
or at such other address as DTC may subsequently require.  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 Trustee for 
inspection by the Registered Owner of any 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 2020 Bonds then Outstanding has been obtained, no Registered Owner of any 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.   

Consent of Borrower; Opinion 

Anything in the Bond Indenture to the contrary notwithstanding, so long as the Borrower is not in default of 
any of its obligations under any of the Borrower’s Documents or the Master Indenture, a supplemental indenture is 
not effective unless the Borrower has consented to its execution and delivery.  Before the Authority and the Bond 
Trustee shall enter into any supplemental indenture as summarized above, there shall have been delivered to the 
Authority and the Bond Trustee an Opinion of Counsel stating that such supplemental indenture is authorized or 
permitted by the terms of the Bond Indenture.  Such opinion may rely upon certifications of financial advisors, 
investment bankers or others experienced in health care and/or health care finance. The Bond Trustee shall not be 
required to execute any supplemental indenture that materially adversely affects the Bond Trustee’s rights, duties, 
indemnities or immunities. 

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 2020 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 2020 Master Note, (c) to more precisely identify, 
substitute or augment Project descriptions contained in the Loan Agreement or (d) in connection with any other change 
in the Loan Agreement or the Series 2020 Master Note that is not to the material prejudice of the Bond Trustee or the 
Registered Owners. 

Before the Authority or the Bond Trustee shall consent to any modification, alteration, change, amendment 
or supplement to the Loan Agreement or the Series 2020 Master Note under the terms of the Bond Indenture described 
under this heading, there shall be delivered to the Authority and the Bond Trustee an Opinion of Counsel stating that 
such modification, alteration, change, amendment or supplement is authorized or permitted by the Bond Indenture. 

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 2020 Master Note without sending 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 2020 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 2020 Master 
Note, however, may permit, (a) an extension of the stated maturity or reduction in the principal amount of, reduction 
in the interest 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 2020 Master Note 
without the consent of the Registered Owners of all the Series 2020 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 the Bond Indenture without the 



 

 D-19  

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 the Loan Agreement 
or the Series 2020 Master Note 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 2020 
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 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. 

Before the Authority or the Bond Trustee shall consent to any modification, alteration, change, amendment 
or supplement to the Loan Agreement or the Series 2020 Master Note under the Bond Indenture, there shall be 
delivered to the Authority and the Bond Trustee an Opinion of Counsel stating that such modification, alteration, 
change, amendment or supplement is authorized or permitted by the Bond Indenture. Such opinion may rely upon 
certifications of financial advisors, investment bankers or others experienced in health care and/or health care finance. 

Replacement of Series 2020 Master Note with Note Issued Under a Separate Master Indenture 

Without the consent of or notice to the Registered Owners, the Series 2020 Master Note shall be surrendered 
by the Bond Trustee and delivered to the Master Trustee for cancellation upon receipt by the Bond Trustee and the 
Authority of the following:    

(a) a Written Request of the Borrower requesting such surrender and delivery and certifying 
that all requirements under the Master Indenture for such replacement have been satisfied; 

(b) an executed copy of a replacement master indenture between the members of an obligated 
group described therein and a master trustee (the “Replacement Master Indenture”), certified as a true and accurate 
copy by the master trustee under the Replacement Master Indenture; 

(c) a properly executed obligation (the “Replacement Master Note”) issued under the 
Replacement Master Indenture in favor of the Authority and endorsed by the Authority to the Bond Trustee with the 
same tenor and effect as the Series 2020 Master Note (in a principal amount equal to the then Outstanding principal 
amount of the Series 2020 Bonds), duly authenticated by the master trustee under the Replacement Master Indenture 
and registered to the Bond Trustee; 

(d) an Opinion of Counsel, addressed to the Bond Trustee and the Authority, to the effect that 
the Replacement Master Note has been validly issued under the Replacement Master Indenture and constitutes a valid 
and binding obligation of the Borrower (or as applicable, the obligated group created pursuant to the Replacement 
Master Indenture and each other member of the obligated group (if any) that is jointly and severally liable under the 
Replacement Master Indenture), subject to such qualifications as are not unreasonably objected to by the Authority; 
and 

(e) an Opinion of Bond Counsel, addressed to the Bond Trustee and the Authority, to the effect 
that the action proposed to be taken is authorized or permitted by the Bond Indenture and will not adversely affect the 
validity of the Series 2020 Bonds or any exclusion from gross income for federal income tax purposes to which interest 
on the Series 2020 Bonds would otherwise be entitled. 

Upon satisfaction of such conditions, all references in the Bond Indenture and the Loan Agreement to the 
Series 2020 Master Note shall be deemed to be references to the Replacement Master Note, all references to the Master 
Indenture shall be deemed to be references to the Replacement Master Indenture, all references to the Master Trustee 
shall be deemed to be references to the master trustee under the Replacement Master Indenture, all references to the 
Obligated Group and the members of the Obligated Group shall be deemed to be references to the obligated group 
and the members of the obligated group under the Replacement Master Indenture and all references to the Fourth 
Supplement shall be deemed to be references to the supplemental master indenture pursuant to which the Replacement 
Master Note is issued. 
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SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT 

Loan of Proceeds 

The Borrower and the Authority will enter into the Loan Agreement pursuant to which the Authority will 
lend the proceeds of the sale of the Series 2020 Bonds to the Borrower.  The Borrower will execute and deliver to the 
Authority the Series 2020 Master Note to evidence the loan and the obligation of the Borrower to repay it.  The Series 
2020 Master Note will be issued in a principal amount equal to the aggregate principal amount of the Series 2020 
Bonds and will provide for payments of principal, premium, if any, and interest sufficient to permit the Authority to 
make the required payments of principal, premium, if any and interest on the Bonds. 

Deposits in Respect of the Series 2020 Master Note 

The Borrower agrees in the Loan Agreement to make the following payments as evidenced by the Series 
2020 Master Note, directly to the Bond Trustee for deposit into the appropriate fund established by the Bond Indenture, 
on the following dates: 

(a) for deposit into the Interest Account on or before each February 15 and August 15 
commencing on February 15, 2021, 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 2020 Master Note and 

(b) for deposit into the Principal Account on or before each August 15 commencing on 
August 15, 2041, 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 2020 Master Note. 

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 2020 Master Note and to perform its obligations under the Loan Agreement and the Series 
2020 Master Note are absolute and unconditional and are 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 2020 Master Note 

Except for Unassigned Rights, all of the Authority’s right, title and interest in the Loan Agreement and the 
Series 2020 Master Note (including the right to receive the payments to be made by the Borrower pursuant to the 
Series 2020 Master Note) have been assigned to the Bond Trustee by the Bond Indenture. 

Agreement To Complete the Project; Changes to 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. The Borrower may 
make changes to the Project as provided in the Loan Agreement.  

Establishment of the Completion Date 

Upon the completion of all of the respective components of the Project to be financed with proceeds of the 
Bonds, the Borrower agrees in the Loan Agreement to deliver a Completion Certificate to the Bond Trustee and the 
Authority. 

Project Fund Insufficiency 

If amounts in the Construction Account 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 2020 Bonds.  If amounts in the Issuing Expenses Account available for the 
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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. 

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 written 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 Facilities in order to 
examine and inspect the Bond Financed Property, (b) have the right to any access to the Facilities that is reasonably 
necessary to complete the Project or 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) subject to applicable patient privacy and confidentiality laws and regulations, will be permitted at 
all reasonable times to examine and copy the books and records of the Borrower; provided, however, the Borrower 
shall not be required to disclose or discuss information that it 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 2020 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 Bonds. 

Financial Information and Reports 

The Borrower agrees in the Loan Agreement to (a) keep proper 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 any financial statements provided to the 
Bond Trustee pursuant to the provisions summarized under this heading and shall hold such financial statements 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. 

Maintenance of Tax Status 

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. 

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.   

 
Upon a consolidation, merger, sale or other transfer permitted under this Section and the Master Indenture, 

the surviving entity may succeed to, be substituted for and exercise every right and power of the Borrower under the 
Loan Agreement (in such capacity, the “Substitute Borrower”) with the same effect as if the Substitute Borrower had 
been named as the Borrower in the Loan Agreement if:  

 
(a) the Substitute Borrower is (i) a corporation organized and existing under the laws of the State or 

is qualified to do business in the State and (ii) an eligible borrower under the Act;  
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(b) the Substitute Borrower (unless it is the Borrower) shall expressly assume in writing (delivered 

to the Authority and the Bond Trustee) all of the obligations of the Borrower contained in the Loan Agreement and 
all other Borrower’s Documents (after which it shall be the “Borrower” for purposes hereof and thereof);  

 
(c) immediately after giving effect to the transaction no Default or Event of Default has happened 

and is continuing;  
 
(d) the Bond Trustee and the Authority shall have received an Opinion of Bond Counsel, in form 

and substance not unsatisfactory to the Bond Trustee and the Authority, to the effect that under then-existing law the 
consummation of such transaction would 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;  

 
(e) the Bond Trustee, the Authority and Bond Counsel shall have received an Opinion of Counsel, 

in form and substance not unsatisfactory to the Bond Trustee, the Authority and Bond Counsel, to the effect that:  (i) 
the Substitute Borrower is an organization described in Section 501(c)(3) of the Code and is exempt from federal 
income taxation under Section 501(a) of the Code; (ii) the Substitute Borrower will not cause the Bonds to become 
subject to the registration requirements pursuant to the Securities Act of 1933, as amended or, if the Bonds are subject 
to such registration requirements, that the Bonds have been so registered; (iii) the Loan Agreement and the other 
Borrower’s Documents constitute legal, valid and binding obligations of the Substitute Borrower, enforceable against 
the Substitute Borrower in accordance with their terms, except to the extent that the enforceability thereof may be 
limited by any applicable bankruptcy, insolvency, liquidation, rehabilitation or other similar laws or enactment 
affecting the enforcement of creditors’ rights, and such other customary exceptions for similar transactions and (iv) 
such transaction is permitted by and in compliance with the provisions of the Loan Agreement and the Master 
Indenture; and  

 
(f) the Borrower has delivered to the Authority and the Bond Trustee an Officers’ Certificate of the 

Borrower stating that the provisions of the Master Indenture have been satisfied. 
 

Tax Exempt Bonds 

The Borrower and Authority intend that the interest paid on the Series 2020 Bonds will be excluded from the 
gross income of the owners of the Series 2020 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 the omission of that would, cause an Event of Taxability to occur.  The obligations of the Borrower summarized 
under this heading survive a defeasance of the Series 2020 Bonds pursuant to the provisions summarized under the 
heading “SUMMARY OF CERTAIN PROVISIONS OF THE BOND INDENTURE - Discharge” and continue until 
all the Series 2020 Bonds have been paid in full. 

Maintenance of Status as a Member of the Obligated Group 

Subject to the provisions of the Bond Indenture summarized under the headings “SUMMARY OF CERTAIN 
PROVISIONS OF THE BOND INDENTURE - Replacement of Series 2020 Master Note with Note Issued Under a 
Separate Master Indenture” and “SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT - 
Maintenance of Existence,” the Borrower agrees in the Loan Agreement that as long as any Bonds remain outstanding 
the Borrower will remain a member of the Obligated Group; provided, however, the foregoing shall not preclude a 
merger among members of the Obligated Group. 

Events of Default 

The occurrence and continuance of any of the following events is an Event of Default under the Loan 
Agreement: 

(a) Failure by the Borrower to pay when due the principal of (whether at maturity, redemption, 
acceleration or otherwise), premium, if any, or interest on the Series 2020 Master Note. 

(b) Failure by the Borrower to observe and perform any covenant, condition or agreement in 
the Borrower’s Documents to be observed or performed by it, other than those summarized in paragraph (a) under this 
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heading, for a period of thirty (30) days after written notice specifying the failure and requesting that it be remedied 
is given to the Borrower by the Bond Trustee provided that if the failure is one which can be remedied but cannot be 
remedied within that thirty day period, the Bond Trustee may grant an extension of the thirty day period if the Borrower 
institutes corrective action within that thirty day period and diligently pursues that action until the default is remedied. 

(c) Any representation or warranty made by the Borrower in the Borrower’s Closing 
Certificate, any of the Borrower’s Documents, the Master Indenture, or any financial statement or other document 
delivered in connection with the issuance of the Bonds proving to be false or misleading in any material respect as of 
the date given or made. 

(d) The occurrence of an event of default under the Master Indenture that would permit the 
acceleration of any Master Note (as defined in Appendix C of this Official Statement) issued pursuant to the Master 
Indenture. 

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 more than 50% of the principal amount of the 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 2020 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 2020 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 2020 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 2020 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 given 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 by the 
Authority of 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 more than 50% of the principal amount of the Series 2020 Bonds then Outstanding.  
There may not be waived, however, any Event of Default summarized in paragraph (a) under the heading 
“SUMMARY OF CERTAIN PROVISIONS OF THE LOAN AGREEMENT - Events of Default” unless, prior to the 
waiver, all arrears of principal, premium, if any, and interest on the Series 2020 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 under the provisions 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.  
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All the provisions of the Loan Agreement are intended to be subject to all applicable mandatory provisions of law that 
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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October 29, 2020 

We have acted as bond counsel in connection with the issuance by the Wisconsin Health 
and Educational Facilities Authority (the “Authority”) of $121,405,000 of its Revenue Bonds, 
Series 2020 (Children’s Hospital 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 October 6, 2020 (the “Resolution”) and under a Bond Trust Indenture dated as of 
October 1, 2020 (the “Bond Indenture”) between the Authority and Wells Fargo Bank, National 
Association, as bond trustee (the “Bond Trustee”). 

Pursuant to a Loan Agreement dated as of October 1, 2020 (the “Loan Agreement”) 
between the Authority and Children’s Hospital of Wisconsin, Inc. (the “Borrower”), the Authority 
is loaning to the Borrower the proceeds from the sale of the Bonds to (a) finance or reimburse the 
Borrower for certain costs associated with the acquisition, construction, renovation and equipping 
of the projects described in the Loan Agreement and (b) pay certain costs associated with the 
issuance of the Bonds. 

The Borrower’s obligation to repay the loan is evidenced by Promissory Note Series 2020 
(Wisconsin Health and Educational Facilities Authority) dated October 29, 2020 (the “Note”).  The 
Note is being issued pursuant to a Master Trust Indenture dated as of December 1, 2017, as 
amended and supplemented, among the Borrower and Children’s Hospital of Wisconsin 
Foundation, Inc. (the “Foundation”), as the current members of the obligated group created 
thereunder, and Wells Fargo Bank, National Association, as the current trustee thereunder (the 
“Master Trustee”), as further supplemented and amended by the Fourth Supplemental Master Trust 
Indenture dated as of October 1, 2020 between the Borrower, as Obligated Group Representative, 
and the Master Trustee. 

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 Bonds numbered R-1 through R-3, (b) the Loan 
Agreement, (c) the Note, (d) the Bond Indenture, (e) a Tax Exemption Certificate and Agreement 
dated October 29, 2020 (the “Tax Exemption Agreement”) among the Authority, the Borrower and 
the Bond Trustee, (f) a Bond Purchase Agreement dated October 15, 2020 (the “Bond Purchase 
Agreement”) among the Authority, J.P. Morgan Securities LLC and the Borrower as Obligated 
Group Representative, on behalf of itself and the Foundation, and (g) the Resolution.   

 
As to questions of fact material to our opinion, we have also examined and relied upon 

representations and certifications of officials of the Authority, the Borrower and others 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 
therewith), without undertaking to verify the same by independent investigation.  We have also 
relied upon a legal opinion dated the date hereof of Foley & Lardner LLP, 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”), 
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that 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 
Bond Purchase Agreement and the Note by the Borrower, either on behalf of itself or as Obligated 
Group Representative, as applicable, and (d) the validity, binding effect and enforceability of the 
Loan Agreement, the Tax Exemption Agreement, the Bond Purchase Agreement and the Note 
against the Borrower.  We note that the opinions are subject to a number of qualifications and 
limitations.  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 Bond 
Purchase 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 
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 and the Note or, in the event 
of 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 (excluding the Unassigned Rights, as defined in the Loan 
Agreement) 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 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 
individuals.  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 
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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 circumstances 
that may hereafter come to our attention or any changes in laws that may hereafter occur, or to 
inform any person of any change in circumstances occurring after the date hereof that would alter 
the opinions rendered herein. 
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MASTER CONTINUING DISCLOSURE UNDERTAKING 

This MASTER CONTINUING DISCLOSURE UNDERTAKING (this 
“Disclosure Undertaking”) is executed and delivered on and as of December 1, 2017 by 
Children’s Hospital of Wisconsin, Inc. (the “Corporation”), on its own behalf and as Obligated 
Group Representative on behalf of the Members of the Obligated Group defined below.  As of 
the date of this Disclosure Undertaking, the Corporation is the Obligated Group Representative 
under the Master Indenture defined below and in such capacity and as dissemination agent (the 
“Dissemination Agent”) hereunder hereby covenants and agrees as follows: 

1. Definitions.  In addition to definitions set forth elsewhere in this 
Disclosure Undertaking, the following capitalized terms shall have the following meanings: 

“Annual Report” shall mean the Annual Report provided by the Obligated Group 
Representative pursuant to, and as described in, Sections 3 and 4(a) of this Disclosure 
Undertaking. 

“Beneficial Owner” means, with respect to a series of Bonds, any registered 
owner of any Bonds of such series and any person which (a) has the power, directly or 
indirectly, to vote or consent with respect to, or to dispose of ownership of, any Bonds of 
such series (including persons holding Bonds through nominees, depositories or other 
intermediaries), or (b) is treated as the owner of any Bonds of such series for federal 
income tax purposes. 

“Bond Indenture” means with respect to each series of Bonds, the trust indenture 
between the Issuer and the Bond Trustee for the benefit of the bondholders establishing 
the rights, duties and remedies of the Issuer and the Trustee and specifies the security for 
such series of Bonds.  

“Bond Trustee” means the trustee as a party to the Bond Indenture relating to any 
Bonds subject hereto. 

“Bonds” means the $315,400,000 Wisconsin Health and Educational Facilities 
Authority Revenue Bonds, Series 2017 (Children’s Hospital of Wisconsin, Inc.); and any 
future series of Bonds made subject to this Disclosure Undertaking by delivering the 
Adoption Agreement attached hereto as Exhibit A to the Bond Trustee. 

“Dissemination Agent” shall mean, on the date hereof, the Corporation, as 
Obligated Group Representative, and, thereafter, any other Person with whom the 
Obligated Group Representative contracts to assist in the carrying out of the Obligated 
Group Representative’s obligations under this Disclosure Undertaking pursuant to 
Section 14 hereof. 

“Disclosure Agent” shall mean the Chief Financial Officer of the Corporation or 
such other officer of the Obligated Group Representative as shall be designated in writing 
to the Bond Trustee from time to time by the Obligated Group Representative. 
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“Financial Statements” shall mean one or more financial reports for or including 
all Members of the Obligated Group certified by an independent certified public 
accountant or firm of such accountants selected by the Obligated Group Representative 
prepared on a combined or consolidated basis to include the results of operations of all 
Persons required to be consolidated or combined with such Members of the Obligated 
Group in accordance with generally accepted accounting principles and containing an 
audited combined or consolidated balance sheet as of the end of such Fiscal Year, an 
audited combined or consolidated statement of operations and changes in net assets for 
such Fiscal Year and an audited combined or consolidated statement of cash flows for 
such Fiscal Year showing in each case, in comparative form, the financial figures for the 
preceding Fiscal Year.  Financial Statements shall be in a form that complies with the 
related provisions of the Master Indenture. 

“Independent Counsel” shall mean a lawyer or a firm of lawyers independent 
from the Obligated Group, which counsel is an expert in federal securities laws. 

 “Issuer” means with respect to each series of Bonds, the issuer of such series of 
Bonds subject hereto, and its successors and assigns or a body, agency or instrumentality 
of the State succeeding to or charged with the powers, duties and functions of such issuer. 

“Loan Agreement” means with respect to each series of Bonds, the loan 
agreement or other similar instrument between the Issuer and the Corporation and/or one 
of its affiliates or subsidiaries (each, a “Borrower”), pursuant to which the Issuer makes a 
loan of proceeds of a series of Bonds to the Borrower.  

“Master Indenture” shall mean the Master Trust Indenture dated as of December 
1, 2017 among the Members of the Obligated Group and the Master Trustee, as 
supplemented or amended from time to time. 

“Master Note” shall have the meaning ascribed thereto in the Master Indenture, 
provided that, as used herein, such term shall be deemed to refer only to Master Notes 
that secure the payment of Bonds. 

“Master Trustee” shall mean Wells Fargo Bank, N.A. or any successor trustee 
under the Master Indenture. 

“Members” shall have the meaning, from time to time, given thereto in the Master 
Indenture and shall also include any other “Obligated Person” with respect to the Bonds 
within the meaning of the Rule. 

“MSRB” shall mean the Municipal Securities Rulemaking Board established in 
accordance with the provisions of Section 15B(b)(1) of the 1934 Act. 

“National Repository” shall mean the MSRB’s Electronic Municipal Market 
Access system and any other repository for purposes of the Rule.  The National 
Repository approved from time to time by the Securities and Exchange Commission is 
listed at http://www.sec.gov/info/municipal/nrmsir.htm and may be currently accessed at 
http://emma.msrb.org. 
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“1934 Act” shall mean the Securities Exchange Act of 1934, as amended. 

“Obligated Group” shall have the meaning given thereto in the Master Indenture. 

“Obligated Group Representative” shall have the meaning given thereto in the 
Master Indenture, the current Obligated Group Representative being the Corporation. 

“Obligated Person” shall have the meaning assigned to such term in the Rule. 

“Official Statement” shall mean any offering document delivered in connection 
with the marketing of the Bonds. 

“Participating Underwriter” shall have the meaning ascribed thereto in 
paragraph (a) of the Rule. 

“Quarterly Report” shall mean the Quarterly Report provided by the Obligated 
Group Representative pursuant to, and as described in, Sections 3 and 4(b) of this 
Disclosure Undertaking. 

“Rule” shall mean Rule 15c2-12 adopted by the SEC under the 1934 Act, as the 
same may be amended from time to time. 

“SEC” shall mean the Securities and Exchange Commission. 

“State” shall mean the State of Wisconsin or any other applicable State. 

“System” means Children’s Hospital and Health System, Inc. and its Affiliates (as 
defined in the Master Indenture). 

2. Purpose of the Disclosure Undertaking.  This Disclosure Undertaking is 
being executed and delivered by the Corporation, on its own behalf and as Obligated Group 
Representative on behalf of the Members of the Obligated Group, for the benefit of the 
Beneficial Owners of the Bonds and in order to permit the Participating Underwriters to comply 
with the Rule.  The financial information and operating data forming the basis of the annual 
reporting requirements of Sections 3 and 4 of this Disclosure Undertaking are intended to be in a 
format substantially similar to that presented in the Official Statement.  This Disclosure 
Undertaking is enforceable by the Beneficial Owners of the Bonds pursuant to Section 12 hereof, 
consistent with the requirements of the Rule as in effect on the date hereof. 

3. Provision of Annual Reports and Quarterly Reports.  The Obligated Group 
Representative shall, not later than 150 days after the close of its fiscal year, commencing with 
the fiscal year ending December 31, 2017, provide to the National Repository the Annual Report 
in compliance with the requirements of Section 4(a) of this Disclosure Undertaking.  The 
Obligated Group Representative shall, not later than 60 days after the end of each of the first 
three fiscal quarters of each fiscal year for each Obligated Group Member, commencing with the 
period ending March 31, 2018, provide to the National Repository the Quarterly Report in 
compliance with the requirement of Section 4(b) of the Disclosure Undertaking. 
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4. Content of Annual Reports.   

(a) The Obligated Group Representative shall file an Annual Report which 
shall consist of or otherwise contain or incorporate the following (or similar information): 

Item 1.  The Financial Statements.  The Financial Statements, or, in the event that 
audited Financial Statements of the System are not available, the Obligated Group 
Representative shall include, as part of the Annual Report, unaudited Financial 
Statements of the System prepared in accordance with generally accepted accounting 
principles (with the exception of any required related footnote disclosure), and shall 
provide the audited Financial Statements of the System if and when available. 

Item 2.  Annual Financial Information  

(a) shall consist of information of the general type included in Appendix A to 
the Official Statement as follows:  

(i) Tables in Appendix A to the Official Statement under the headings 
“PHILANTHROPY” (Table A-2), “UTILIZATION, SERVICE 
AREA AND COMPETITION – Utilization Statistics” (Table A-3), 
“– Market Share and Competition” (Tables A-4 and A-5) (solely 
with respect to Children’s Hospital of Wisconsin, Inc.), 
“FINANCIAL INFORMATION – Summary of Financial Results” 
(Tables A-6 and A-7) and “– Financial Ratios” (Table A-8). 

(ii) Tables in Appendix A to the Official Statement under the headings 
“INDEBTEDNESS – Historical Debt Service Coverage Ratio,”  
“– Liquidity, Investment Portfolio, Policies and Asset Allocations,” 
“– Investment Portfolio Asset Allocation,” and “–Sources of Patient 
Service Revenue. 

(iii) Information in Appendix A to the Official Statement under the 
headings “CORPORATE STRUCTURE – The Obligated Group” 
(second sentence in the second paragraph). 

(b) The Obligated Group Representative shall file a Quarterly Report which 
shall consist of or otherwise incorporate the combined or consolidated unaudited Financial 
Statements of the System for the prior fiscal quarter, including all Members, which financial 
statements shall include a balance sheet, statement of operations and changes in net assets and 
cash flows as of the end of that period, each prepared in accordance with generally accepted 
accounting principles (subject to year-end adjustments and with the exception of any required 
related footnote disclosure).   

(c) Any or all of the items listed in subsection (a) or (b) of this Section may be 
incorporated by reference to other documents, official statements or offering memoranda for debt 
issues with respect to which a Member of the Obligated Group is an Obligated Person and which 
have been filed with the National Repository or the SEC. If the document incorporated by 
reference is a final official statement, it must be available from the National Repository. The 
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Obligated Group Representative shall clearly identify each such other document so incorporated 
by reference. 

(d) If any part of the Annual Report or Quarterly Report can no longer be 
generated because the operations to which it is related have been materially changed or 
discontinued, the Obligated Group Representative shall disseminate a statement to that effect as 
part of the Annual Report and/or Quarterly Report for the period following the occurrence of 
such event. If any amendment is made pursuant to the terms of this Disclosure Undertaking, the 
Annual Report for the year in which such amendment is made shall contain a narrative 
description of the reasons for the amendment and its impact on the information being provided. 

(e) The Obligated Group Representative shall determine, in such manner as it 
deems appropriate, the names and addresses of each then-existing National Repository each time 
the Obligated Group Representative is required to file information with the National Repository.  

5. Reporting of Listed Events.  

(a) This Section 5 governs the provision of notice of the occurrence of the 
following events (the “Listed Events”): 

(i) principal and interest payment delinquencies; 

(ii) non-payment related defaults, if material;  

(iii) unscheduled draws on debt service reserves reflecting financial 
difficulties; 

(iv) unscheduled draws on credit enhancements reflecting financial 
difficulties; 

(v) substitution of credit facility or liquidity facility providers, or their failure 
to perform;  

(vi) (A) adverse tax opinions, the issuance by the Internal Revenue Service of 
proposed or final determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) 
or (B) other material notices or determinations with respect to the tax status of the Bonds, or 
other material events affecting the tax status of the Bonds;  

(vii) modifications to rights of holders of the Bonds or Beneficial Owners, if 
material; 

(viii) (A) bond calls, if material and (B) tender offers; 

(ix) defeasances; 

(x) release, substitution or sale of property securing repayment of the Bonds, 
if material; 
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(xi) rating changes; 

(xii) bankruptcy, insolvency, receivership or similar event of any Obligated 
Person; 

(xiii) the consummation of a merger, consolidation or acquisition involving an 
Obligated Person or the sale of substantially all the assets of an Obligated Person, 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 
its terms, if material;  

(xiv) (A) appointment of a successor or additional trustee or (B) the change of 
name of the Bond Trustee for the Bonds, if material; 

(xv) Failure to disseminate the Annual Report and Quarterly Report as required 
herein; and 

(xvi) Other material event notice (specify) pursuant to Section 11 of this 
Disclosure Undertaking. 

(b) If, and only if, a Listed Event must be material for notice to be required 
hereunder, the Obligated Group Representative shall determine if such event would constitute 
material information for Beneficial Owners.  If a Listed Event is determined to be material, or if 
there is no materiality requirement for such Listed Event, the Obligated Group Representative 
shall file a notice of such occurrence with the National Repository within 10 business days of 
such occurrence. 

(c) Notwithstanding the foregoing, notice of the occurrence of any of the 
Listed Events described in Section 5(a)(viii) or (ix) shall not be given under this Section 5 any 
earlier than the notice (if any) of such event is given to the affected Beneficial Owners pursuant 
to the Bond Indenture. 

(d) Notwithstanding the foregoing, whenever an Obligated Person authorizes 
a change in either its Fiscal Year or the accounting principles by which its Financial Statements 
are prepared, the Obligated Group Representative shall promptly provide notice of such change 
to the National Repository and the Bond Trustee.  The Obligated Group Representative shall 
provide the Bond Trustee with written confirmation that such notice was provided to the 
National Repository. 

6. Format of Reports. All documents and information delivered pursuant to 
this Disclosure Undertaking shall be in a format which conforms to the requirements specified by 
the National Repository.  If an item required to be disclosed in the Annual Report, Quarterly 
Report or a notice of a Listed Event, would, in the judgment of the Obligated Group 
Representative, be misleading without discussion, the Obligated Group Representative shall 
provide such additional information in order that the disclosure made will not be misleading in 
light of the circumstances in which it is made. 
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7. Termination of Reporting Obligation. The obligations of the Obligated 
Persons under this Disclosure Undertaking shall terminate upon the legal defeasance, prior 
redemption or payment in full of all of the Bonds. If this Section is applicable, the Obligated 
Group Representative shall give notice in a timely fashion to the National Repository. 

8. Substitution of Obligated Person. The Corporation and the other Obligated 
Group Members party thereto shall not transfer their respective obligations under this Disclosure 
Undertaking and no Member of the Obligated Group shall transfer its respective obligations 
under the Master Indenture unless the transferee agrees in writing to assume any obligations of 
such party under this Disclosure Undertaking.  In the event a transferee does assume in writing 
the obligations of any Member of the Obligated Group under this Disclosure Undertaking, all 
references to such party shall be deemed to be references to such transferee, as of the effective 
date of such assumption. 

9. Coordination of Dissemination of Information.   

(a) The Obligated Group Representative shall disseminate in accordance with 
the terms hereof (i) the information related to the System that is required by this Disclosure 
Undertaking to be included in the Annual Report and the Quarterly Report and (ii) notices of the 
occurrence of any Listed Events related to the System and with respect to the inclusion of the 
information and notices with respect to the System.  If deemed necessary by the Obligated Group 
Representative, in its sole discretion, the Obligated Group Representative shall, pursuant to 
separate agreements, contract with any other Obligated Person with respect to which the 
Corporation is required by this Disclosure Undertaking to include information related to such 
person in the Annual Report and the Financial Statements for any future fiscal period or with 
respect to which the Obligated Group Representative is required to provide the Dissemination 
Agent notice of the occurrence of any Listed Events related to such person. 

(b) Any contract between the Obligated Group Representative and a new 
Obligated Person shall provide the following: 

(i) that such person shall appoint the Obligated Group Representative as its 
agent for purposes of filing with the National Repository or Dissemination Agent, as applicable, 
(a) the information related to such person which is required by this Disclosure Undertaking to be 
included in the Annual Report and the Financial Statements, and (b) notices of the occurrence of 
any Listed Events related to such person using the means of notification set forth in this 
Disclosure Undertaking; 

(ii) that, in the case that the information related to such person which is 
required by this Disclosure Undertaking to be included in the Annual Report and the Quarterly 
Report, such person shall agree not to distribute such information (or any such information 
related to other Obligated Persons) to any person other than the Obligated Group Representative 
or another Obligated Person prior to the time that the Obligated Group Representative has 
provided the Annual Report or the Quarterly Report, as the case may be, to the National 
Repository in accordance with Sections 3 and 4 hereof; and 
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(iii) in the case of an event related to such person or another Obligated Person 
which could constitute a Listed Event under Section 5 hereof, such person shall agree not to 
distribute notice of the occurrence thereof to any person other than the Obligated Group 
Representative or another Obligated Person prior to the time that the Obligated Group 
Representative notifies such person that it has given notice to the National Repository of the 
occurrence of such Listed Event in accordance with Section 5 hereof or, in the case of Listed 
Events which require materiality, that the Obligated Group Representative has determined the 
event in question does not constitute material information for Beneficial Owners.   

The Obligated Group Representative agrees to distribute such information and 
notices of the occurrence of any Listed Events related to such new Obligated Person in the same 
manner as provided in Section 5 hereof with respect to other Obligated Persons. 

10. Bonds Subject to this Disclosure Undertaking; Amendment; Waiver. 

(a) The Obligated Group Representative may make any future series of Bonds 
subject to this Disclosure Undertaking by delivering the Adoption Agreement attached hereto as 
Exhibit A to the related Bond Trustee.   

(b) All references to the “Bonds” in this Disclosure Undertaking shall apply 
separately to each series of Bonds that are or become subject to this Disclosure Undertaking, 
without further amendment hereto. 

(c) Notwithstanding the provisions of subsection (d) of this Section 10 or 
anything else contained in this Disclosure Undertaking to the contrary, in conjunction with the 
public offering of any series of Bonds secured by a Master Note issued under the Master 
Indenture, the Obligated Group Representative may amend the categories of operating data to be 
updated on an annual basis as set forth as Item 2 in Section 4(a) to conform to the operating data 
included in the final official statement for such series of Bonds, in conformance with the 
requirements and interpretations of the Rule as of the date of such final official statement, 
without further amendment to this Disclosure Undertaking.  Thereafter, the annual or quarterly 
operating data to be filed by the Obligated Group Representative with a National Repository with 
respect to the Bonds (and all other series of Bonds then subject to this Disclosure Undertaking) 
shall be deemed to be amended to reflect the requirements of the revised Item 2 in Section 4(a) 
for the new series of Bonds.   

(d) Except as otherwise provided in subsection (c) of this Section 10, the 
Obligated Group Representative may amend this Disclosure Undertaking and any provision of 
this Disclosure Undertaking may be waived, provided that Independent Counsel or other counsel 
experienced in federal securities law matters provides the Obligated Group Representative with 
its written opinion that the undertaking of the Obligated Group Representative contained herein, 
as so amended or after giving effect to such waiver, is in compliance with the Rule and all 
current amendments thereto and interpretations thereof that are applicable to this Disclosure 
Undertaking; provided, however, that this Disclosure Undertaking may be amended for the 
purpose of (i) extending the coverage of this Disclosure Undertaking to any additional series of 
Bonds or (ii) removing reference to any series of Bonds for which the Obligated Group 
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Representative’s reporting obligations have terminated in accordance with Section 4 hereof, each 
without the provision of a written opinion as otherwise required by this paragraph. 

11. Additional Information.  Nothing in this Disclosure Undertaking shall be 
deemed to prevent any Member 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 Report, 
Quarterly Report or notice of occurrence of a Listed Event, in addition to that which is required 
by this Disclosure Undertaking.  If the Obligated Group Representative chooses to include any 
information in any Annual Report, Quarterly Report or notice of occurrence of a Listed Event in 
addition to that which is specifically required by this Disclosure Undertaking, then the Obligated 
Group Representative shall have no obligation under this Disclosure Undertaking to update such 
information or include it in any future Annual Report, Quarterly Report or notice of occurrence 
of a Listed Event. 

12. Default. 

(a) The Obligated Group Representative shall give written notice in a timely 
manner to the National Repository of any failure to provide the Annual Report or the Quarterly 
Report when the same is due hereunder. In the event of a failure of any Obligated Person to 
comply with any provision of this Disclosure Undertaking, any Beneficial Owner may take such 
actions as may be necessary and appropriate, subject to Section 12(c) hereof, including seeking 
mandamus or specific performance by court order, to cause such Obligated Person to comply 
with its obligations under this Disclosure Undertaking. 

(b) Notwithstanding the foregoing, no Beneficial Owner shall have the right 
to challenge the content or adequacy of the information provided pursuant to Sections 4 or 5 of 
this Disclosure Undertaking by mandamus, specific performance or other equitable proceedings 
unless Beneficial Owners representing at least a majority of the then outstanding aggregate 
principal amount of the Bonds join in such proceedings. 

(c) A default under this Disclosure Undertaking shall not be deemed an Event 
of Default under the Bond Indenture, the Loan Agreement or the Master Indenture, and the sole 
remedy under this Disclosure Undertaking in the event of any failure of the Obligated Persons to 
comply with this Disclosure Undertaking shall be an action to compel performance. 

13. Beneficiaries.  This Disclosure Undertaking shall inure solely to the 
benefit of the Corporation, the Beneficial Owners and the Participating Underwriters (solely for 
the purposes of the Rule) from time to time of the Bonds, and shall create no rights in any other 
person or entity. 

14. Dissemination Agent. The Obligated Group Representative may, from 
time to time, appoint or engage a dissemination agent to assist in the carrying out of the 
Obligated Group Representative’s obligations under this Disclosure Undertaking, and may 
discharge any such dissemination agent with or without appointing a successor. 

15. Governing Law.  This Disclosure Undertaking shall be governed by the 
laws of the State of Wisconsin. 
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16. 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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[Signature Page to Master Continuing Disclosure Undertaking] 

CHILDREN’S HOSPITAL OF WISCONSIN, INC., 
as Obligated Group Representative and 
Dissemination Agent 

By: ______________________________ 
Name: Marc Cadieux 
Title: Chief Financial Officer 
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EXHIBIT A 

ADOPTION AGREEMENT 

relating to 

MASTER CONTINUING DISCLOSURE UNDERTAKING 

This Adoption Agreement (the “Adoption Agreement”) dated as of _____________, 
20__, relating to that certain Master Continuing Disclosure Undertaking dated as of December 1, 
2017, as supplemented and amended to date (the “Disclosure Undertaking”), is executed and 
delivered by CHILDREN’S HOSPITAL OF WISCONSIN, INC. (the “Corporation”), on its 
own behalf and as Obligated Group Representative on behalf of the Members of the Obligated 
Group. Capitalized terms not otherwise defined in this Adoption Agreement have the meanings 
given those terms in the Disclosure Undertaking. 

WHEREAS, the Disclosure Undertaking was executed and delivered by the Obligated 
Group Representative, as dissemination agent (the “Dissemination Agent”) for the benefit of the 
Beneficial Owners of the outstanding Bonds (the “Prior Bonds”) with respect to which the 
Obligated Group Representative is an obligated person within the meaning of Rule 15c2-12 
adopted by the Securities and Exchange Commission under the Securities Exchange Act of 1934, 
as amended (the “Rule”), and governs the continuing disclosure obligations of the Obligated 
Group with respect to all future Bonds with respect to which the Obligated Group is an obligated 
person within the meaning of the Rule after the date of the Disclosure Undertaking; 

WHEREAS, the Obligated Group has requested the issuance by the [Issuer] of its 
___________ Bonds, Series 20___ in the aggregate principal amount of $______________ (the 
“Series 20__ Bonds”), which Series 20__ Bonds have been offered pursuant to an Official 
Statement dated _____________, 20__;  

[WHEREAS, the Annual Financial Information in item 2 of Section 4(a) of the 
Disclosure Undertaking shall be amended as follows:  __________________]; and 

WHEREAS, the Obligated Group Representative has determined that, in order to assist 
the underwriter[s] of the Series 20__ Bonds in complying with the Rule, it will reaffirm the 
applicability of the Disclosure Undertaking [as previously amended and as further amended as 
provided herein] to the Series 20__ Bonds in all respects through this Adoption Agreement;  

NOW, THEREFORE, the Obligated Group Representative covenants and agrees for the 
benefit of the Beneficial Owners of the Series 20__ Bonds as follows: 

[Section 1.  Amendment to Annual Financial Information.  The Annual Financial 
Information shall be amended as described herein in accordance with Section 10(c) of the 
Disclosure Undertaking.] 

Section 2.  Affirmation.  The applicability of the Disclosure Undertaking to the Series 
20__ Bonds is hereby affirmed in all respects.   
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 THIS ADOPTION AGREEMENT is entered into by the Obligated Group 
Representative as of the day and year first above written. 

CHILDREN’S HOSPITAL OF WISCONSIN, 
INC., as Obligated Group Representative 
and Dissemination Agent 

 

 By   
  [Title] 
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ADOPTION AND AMENDMENT AGREEMENT 

relating to 

MASTER CONTINUING DISCLOSURE UNDERTAKING 

This Adoption and Amendment Agreement (the “Adoption Agreement”) dated as of 
October 1, 2020, relating to that certain Master Continuing Disclosure Undertaking dated as of 
December 1, 2017, as supplemented and amended to date (the “Disclosure Undertaking”), is 
executed and delivered by CHILDREN’S HOSPITAL OF WISCONSIN, INC. (the 
“Corporation”), on its own behalf and as Obligated Group Representative on behalf of the 
Members of the Obligated Group. Capitalized terms not otherwise defined in this Adoption 
Agreement have the meanings given those terms in the Disclosure Undertaking. 

WHEREAS, the Disclosure Undertaking was executed and delivered by the Obligated 
Group Representative, as dissemination agent (the “Dissemination Agent”) for the benefit of the 
Beneficial Owners of the outstanding Bonds (the “Prior Bonds”) with respect to which the 
Obligated Group Representative is an obligated person within the meaning of Rule 15c2-12 
adopted by the Securities and Exchange Commission under the Securities Exchange Act of 1934, 
as amended (the “Rule”), and governs the continuing disclosure obligations of the Obligated 
Group with respect to all future Bonds with respect to which the Obligated Group is an obligated 
person within the meaning of the Rule after the date of the Disclosure Undertaking; and 

WHEREAS, the Obligated Group has requested the issuance by the Wisconsin Health 
and Educational Facilities Authority of its Revenue Bonds, Series 2020 (Children’s Hospital of 
Wisconsin, Inc.) in the aggregate principal amount of $121,405,000 (the “Series 2020 Bonds”), 
which Series 2020 Bonds have been offered pursuant to an Official Statement dated October 15, 
2020; and 

WHEREAS, the Obligated Group Representative has determined that, in order to assist 
the underwriter of the Series 2020 Bonds in complying with the Rule, it will reaffirm the 
applicability of the Disclosure Undertaking to the Series 2020 Bonds in all respects and make 
certain amendments to the Disclosure Undertaking through this Adoption Agreement;  

NOW, THEREFORE, the Obligated Group Representative covenants and agrees for the 
benefit of the Beneficial Owners of the Series 2020 Bonds as follows: 

Section 1.  Amendment to Definitions.  Section 1 of the Disclosure Undertaking is 
hereby amended to include the following definitions: 

“Series 2017 Bonds” shall mean the $315,400,000 Wisconsin Health and Educational 
Facilities Authority Revenue Bonds, Series 2017 (Children’s Hospital of Wisconsin, Inc.). 

“Series 2017 Official Statement” means the Official Statement dated November 29, 2017 
relating to the Series 2017 Bonds. 

“Series 2020 Bonds” shall mean the $121,405,000 Wisconsin Health and Educational 
Facilities Authority Revenue Bonds, Series 2020 (Children’s Hospital of Wisconsin, Inc.). 
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“Series 2020 Official Statement” means the Official Statement dated October 15, 2020 
relating to the Series 2020 Bonds. 

Section 2.  Amendment to Annual Financial Information.  As permitted by Section 
10(c) of the Disclosure Undertaking, the Annual Financial Information set forth in Item 2(a) of 
the Disclosure Undertaking shall be amended to read as follows: 

(a) (I) With respect to the Series 2017 Official Statement shall consist of 
information of the general type included in Appendix A to the 2017 Official 
Statement as follows:  

(i) Tables in Appendix A to the Official Statement under the headings 
“PHILANTHROPY” (Table A-2), “UTILIZATION, SERVICE 
AREA AND COMPETITION – Utilization Statistics” (Table A-3), 
“– Market Share and Competition” (Tables A-4 and A-5) (solely 
with respect to Children’s Hospital of Wisconsin, Inc.), 
“FINANCIAL INFORMATION – Summary of Financial Results” 
(Tables A-6 and A-7) and “– Financial Ratios” (Table A-8). 

(ii) Tables in Appendix A to the Official Statement under the headings 
“INDEBTEDNESS – Historical Debt Service Coverage Ratio,”  
“– Liquidity, Investment Portfolio, Policies and Asset Allocations,” 
“– Investment Portfolio Asset Allocation,” and “–Sources of Patient 
Service Revenue.” 

(iii) Information in Appendix A to the Official Statement under the 
headings “CORPORATE STRUCTURE – The Obligated Group” 
(third sentence in the second paragraph). 

(II) With respect to the Series 2020 Official Statement shall consist of information 
of the general type included in Appendix A to the 2020 Official Statement as 
follows:  

(i) Tables in Appendix A to the Official Statement under the headings 
“PHILANTHROPY” (Table A-2), “UTILIZATION, SERVICE 
AREA AND COMPETITION – Statistical Measures of Utilization” 
(Table A-3), “– Market Share and Competition” (Tables A-4 and A-
5) (solely with respect to Children’s Hospital of Wisconsin, Inc.), 
“FINANCIAL INFORMATION – Summary of Financial Results” 
(Tables A-6 and A-7) and “– Financial Ratios” (Table A-8). 

(ii) Tables in Appendix A to the Official Statement under the headings 
“INDEBTEDNESS – Historical Debt Service Coverage Ratio,”  
“– Liquidity, Investment Portfolio, Policies and Asset Allocations,” 
“– Investment Portfolio Asset Allocation,” and “–Sources of Patient 
Service Revenue.” 
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(iii) Information in Appendix A to the Official Statement under the 
headings “CORPORATE STRUCTURE – The Obligated Group” 
(third sentence in the second paragraph). 

Section 3.  Amendment to Section 3-Provision  of Annual and Quarterly Reports.  As 
permitted by Section 10(d) of the Disclosure Undertaking, Section 3 of the Disclosure 
Undertaking is hereby amended to include the following sentence: 

If the date that is 150 days after the close of a fiscal year or 60 days after the end of a 
fiscal quarter is not a Business Day (as defined in the Master Indenture) any Annual Report or 
Quarterly Report required to be delivered on such day shall be delivered on the next succeeding 
Business Day. 

Section 4.  Amendment to Section 5-Reporting of Listed Events.  As permitted by 
Section 10(d) of the Disclosure Undertaking, the Listed Events set forth in subparagraph (a) of 
Section 5 of the Disclosure Undertaking shall be amended to include the following: 

(xvii) incurrence of a Financial Obligation of a Member of the Obligated Group, 
if material, or an agreement to covenants, events of default, remedies, priority rights, or 
other similar terms (including debt service schedules) of a Financial Obligation of a 
Member of the Obligated Group, any of which affect security holders, if material; and 

(xviii) a default, event of acceleration, termination event, modification of terms, 
or other similar events under the terms of a Financial Obligation of a Member of the 
Obligated Group, any of which reflect financial difficulties. 

Section 5.  Affirmation.  The applicability of the Disclosure Undertaking to the Series 
2020 Bonds is hereby affirmed in all respects.   
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THIS ADOPTION AND AMENDMENT AGREEMENT is entered into by the 
Obligated Group Representative as of the day and year first above written. 

CHILDREN’S HOSPITAL OF WISCONSIN, 
INC., as Obligated Group Representative 
and Dissemination Agent 

 

 By   
 Marc Cadieux 
Treasurer and Chief Financial Officer 
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