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51 John F Kennody Farkway
Short Has, NJ 00078-202

Independent Auditors' Report

The Board of Trustees
RW.J Barnabas Health, Inc

Opinion

We have audted the consolidated financial statements of RW.J Barnabas Health, Inc (the Corporation), which
comprise the consolidated balance sheets as of December 31, 2022 and 2021, and the related consolidated
statements of cperations, changes in net assets, and cash flows for the years then ended, and the related
notes to the consolidated financial stalements

In cur opinion, the accompanying consolidated financial statements present fairly, in ail material respects, the
financial position of the Corporation as of December 31, 2022 and 202 1, and the results of its operations and its
cash flows for the years then ended in accordance with U.S. generally accepted accounting principles.

Basis for Opinian

We conducted our audits in accordance with audting standards generally accepted in the United States of
America (GAAS). Our responsibilities under those standards are further described in the Auditors’
Responsibllities for the Audit of the Consolidated Financial Statements section of our repert. We are required to
be independent of the Corparation and to meet our other ethical respansibiiities, in accordance with the
relevant ethical requirements relating to our audils. We believe that the audit evidence we have oblained Is
sufficient and appropriate to provide a basis for our audit opinion

Responsibifities of Management lor the Consolidalad Financial Statements

Management is responsible for the preparation and fair presentation of the consolidated financial statements in
accordance with U S generally accepted accounting principles, and for the design, implementation, and
maintenance of internal conirol relevant to the preparation and fair presentation of consolidated financial
statements that are free from material misstatement, whether due 1o fraud or errar

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered In the aggregale, that raise substantial doubt about the Corporation's ability to
centinue as a going concern for one year after the date that the consolidated financial statements are Issued

Auditors’ Responsibilives for the Audit of the Consolidated Financial Statements

Our abjectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors' report that
Includes our apinion Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, fargery, intentional omissions,
misrepresentations, or the averride of internal control Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the Judgment made by a
reasanable user based on the consolidated financial statements.
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In performing an audil in accordance with GAAS, we:
s Exercise professional judgment and malntain professional skepticlsm throughout the audit.

& [denlify and assess the risks of material misstalement of the consolidated financlal statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such
pracedures include examining, on a test basis, evidence regarding the amaunts and disclosures In the
consofidated financlal statements,

® Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the clrcumsiances, but not for the purpose of expressing an opinion on the
effectiveness of the Corporation's intemal control. Accordingly, nosuch opinion is expressed.

& Evaluate the appropriateness of accounting policles used and the reasonableness of significant
accounting estimates made by managemant, as well as avaluate the overall presentation of the
consolidated financlal statements.

® Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
ralse substantial doubt about the Corporation's abilily to continue as a going concem for a reasonable
petiod of lime.

We are required to communicate with those chargad with governance regarding, among other matters, the
planned scope and timing of the audlt, signlficant audit findings, and cerfaln internal control related matters that
we identified during the audil.

Supplementary Information

Gur audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
w/hole. The 2022 and 2021 consolidating financial information is presented for purposes of addilional analysis
and is not a required part of the consolidated financial statements, Such Information is the responsibility of
management and was derived from and relates directly to the underying accounting and other records used to
prepare the consolidaled financial statements. The information has been subjected 1o the auditing procedures
applied in the audit of the consolidated financial statements and certain additional procedures, including
comparing and reconciling such Informatlon directly to the underlying accounting and other records used to
prepare the consolidated financlal statements or to the consolidated financial statements themselves, and other
additional procedures in accordance with GAAS. In our opinion, the information is falrly stated in all matedat
respects in relation to the consolidated financial stalements as a whole.

KPMe P

Short Hills, New Jersey
May 5, 2023
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RWJBARNABAS HEALTH, INC.
Consolidaled Balance Sheets
December 31, 2022 and 2021

(in thousands)

Assets

Cutront assots:
Cash and cash aquivalonts
Ghort-lerm investmenta
Asgets Emited or reatrieled as o use
Patlen! accounts recelvable
Estimatod amounts duo from third-paity payois
Othar cutrant assels

Total current assels

Assets limited or restricted as to use, noncurrent portion
Investments

Propesty, plant, and equlp , net

Right-cf-use nssels

Other assels, net

Total assels
Liabllitles and Net Assets

Cutrent liabliities:
Accounts payablo
Accrued expenses and other current fabllitles
Eslimated amounts due (o third-party payors
Long-term debt
Leaso obligations
Sellinsutanca labililies

Tolal cutrent liabilities

Estimaled amounis dug to third-pary payors; not of current portion
Sellinsurance liabfities, not of currant portion

Lang-term debt, nel of current portion

Lease cbligations, net of current portion

Accrued pension fiabitly

Other [abililios

Tolalliabilitios

Nel aszels
Without donar rastifctions:
Controlling interest
Nonconirolling inlerast

Total net assels without donor restrictions
With donor rastrictions

Total net assels

Total liabllites and net assots

See accompanying noles to consoldated financlal stalements.

§

$

$

2022 2021
267,525 154,095
434,257 765551

98,259 80,805
780,089 678,737
185,029 107,097
309,288 374,803

2,074,447 2,160,888
567,624 819,128
3,898,462 4,862,135
3,590,972 2,910,166
262,888 258,089
920,235 667.083
11,314.626 11,677,495
541,871 492,234

1,209,590 1,116,185

18,308 376,500

42,948 38,468

47,693 37,942
124,039 100.562

2,074,447 2,160,888
132,203 62,124
358,425 324,518
3,400,918 3,327,935
236,923 234433

53,326 29,018

158,714 149.930
6,414,957 6,288,946
1,283,671 5.118,7€5
25991 121
4,609,662 5,118,887
289,897 269,662
4,899,659 5,388,549
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RWJ BARNABAS HEALTH, INC.
Consolidated Statemonts of Oporations
Years ended Decenber 31, 2022 and 2021

(In thousands})
2022 2021
Revenue:
Patient service revenue £ 6,993,909 6,077,874
CARES Act grantrevenue 48,143 65,110
Othar ravanuo, net 555,436 483,538
Tofal revonue 7,597.488 6,626,523
Expunses:
Salaries and wages 3,031.080 2468791
Physiclan fees and salailes 050,617 739,885
Employeo bonefits 598,017 505,911
Supplies 1,321,661 1,220,247
Other 1,497,484 1,247,553
Interest 106,486 100,98
Depreciation and amortization 303,225 271,024
Tolal expenses 7,808,570 65,554.404
(L.oas) income from operations (211.082) 72,119
Nenoperating (exp )
Investmont (loss) iIncomo, net {664,428) 346,699
Contiibution raceived in acquisition 264,636 -
Othar, not 11,109 {1.702)
Totat T ing {oxp ) : , not {38B,683) 344,997
{Beficiancy) excess of revonug over axpenses (599,765) 417116
Othor ¢hangos:
Pansion chanpos other than net periodic banafit cost {5,033) 471
Net assets released from rastriction far purchases of propery
and aqulpment 49,725 19,494
Othor, net 45,848 4,430
(Decrease) increase In net assels without donor restrictions $ 509,225/ 441,511
_ﬂ-t:
See accompanying noles g |xdatad financial stat
4
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RW.J BARNABAS HEALTH, ING

Conselidated Statoments ¢f Changas in Nat Assels
Years endad December 31, 2022 and 2021
{In thousands)

Conltolling Noncontroliing  Without donor With danor Total
Interast Intaiest rastrction= rastrictians nol assols
Notagssts af Decomber 31,2020 § 4677244 a2 4,677,318 182,052 4,859,428
Cnanges In ret aazels
Excess ol revenue over exganses 416,789 247 47115 —_ 417,118
Panzicn chargas cthor than nel perlodiz
benefit cost 279 — 471 - a7
Change In interest in restncled nel assets of
UNCONSOINBIED FIUrdaTicn WA —_ Ww.A494 (1,455) 18,038
Net assots released from restriztion — - - {37,339) {37,339}
Restrcled centnbuficns — - — 127,042 127,042
! incoma an
net - —_— - 507 507
Distrizutions am ing Inferes) - {358) (358) - (359)
Olher 4.788 - 4.788 13,144) 3,644
Charge in nol assols 451.822 {11 441,511 87,610 520,921
Netassels at Decemter 31, 2021 5,110.766 21 5,118,887 259,652 5,388,549
Changes in net assols
{Deliclency) excess of OVer OXE: (600,231) 486 {589,785) -— {639,70%5)
Coninbution recaived in acquisticn — — — 12,018 12,019
Pension changos otkor tian nol penodic
benest eost (5,033) —_ {5,033) - {5,023)
Change i Interest by restricled nal assets of
unconsalidaled feurdation - - 72,042 7,042
Net assels released from rostricion 490,725 - 49,725 {53.223) {3,490)
Reslricled conlritutions -— - —_ 55,188 §5,108
Invesiment 1035 cn resirkied vesiments,
net _ — — (633) (831}
Acquisition of noacontralling Inleresl — 25,142 25,742 -—_ 25742
Distritutions from noncantrelting interaat -— {3368) (33p} - {336}
Oher 20,444 - 20444 {60)_ 20,384
Chame In net asseis (535.005) 25870 (509,225 20,335 {488.850)
Net assats at December 33, 2022 5 4.583.671 25,908 4,603,662 289,087 4,869,859

Seo v

ynp noles to ocr
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RWIBARNADAS HEALYH, {RE.
Conse3wad Statements ef Coili Flows
Yeuws ended Decenoe 31, 2022 and 2021

Ondrcyssnds)
2022 2028
Cash lowss free oparning cthibes
Change inn® azsels - (423.850) 52001
Adjastmants i3 atonzliz changa o icl o158 a rat cash proidad by operating aciviles
Conirbutian racuniad n sequiifons {216£39) -
Aoadstioy of noacentyoling Intere et (15,742) -
Pension changes cthee tanret pernde benedt cost $033 “ny)
Der cn expenan 3225 211,24
Amadlralian ol band fawckeg cails, prombant, and diteruns {12.019) {0.870)
NeLchpgs nurreafiediosses cobrvsimnts 119,674 11,133
Aealized gsias on kvestinerts {20,651) {270,207)
Unieditzed Galn on Ivsrnet rete snaps 120,395y {1.830)
Equty ininezenoa of feint wentures 92,531) {04,290)
oi i d ¥ o gEnt vontufay 11,623 63418
Digrbutionsto nencontrelng rizrests 138 asa
Impo¥meat ulbetsngibts assst 45,000 —
GXnonsdoclaswss 11,035} {(2,232)
Gxn on acquistion of walabdary 132,327) -
Gontifbutions reidelod for krgterm wie {29,553) {16,755}
Lozs [5ain} on eady exdnguishment e cete, net 2551 f102)
Chanpns in cpersing Bools s lukillies:
Patant pecavrds iecahstds 101,851) (69,913
I the chevyng the righl.of-ute watets 46,916 srarr
Other 3sals 1,17 {021,822)
Azcounts payable, ascrued erpentas, aad athar cumesd lasillics 160,145 254238
Eslinaiad amaunts dus frem and 1 e party payoes {440,549) (246,933}
Accrusd penvon ity 18,215 (1.978)
Leats - vt other aag-dem )i {23,555} (37.120)
Hel c2sh {uzed in) pravided by cperaing acthiies {20.012) 195744
Cath floas Lomineestng &ihiles
Purtitasos of peopery, plark. and equpment {710,851} (612435)
Purchases of invesknents (0,711,346) (6.421,220)
Fruzeeds fom the so)e of Invesimenes 10,300,835 BALI BT
tnsesimeetin Jont vantusa {r2s14) {180349)
Caulr Toed i3 of subaidiniey, netol cashpaid 84,218 -—
Proceeds yoin s¥e cf aszels 2458 10,520
M2l ezt uzedin bursing odtidiiss {7837) 433,57
Cash fizas fram firanchy axliles:
Frozaads om fisusncacl ditt - 870,201
Repwanants of oag-term debt (160,216) {90.466)
Paymens for deferred fnandng cests - [5.301)
) fa 5 inferacis [338) 38
Froiceds fram coesfbufons oo iicg-Rem uso 20140 10,746
P I3 dtiond grava avd contirutiens fof kerg-term vio 4318 2227
Netcazh (uzed i) prosides by fnancag xzaulisg (136.136) 193353
Ket cash and essh aginalent (134.105) 555420
Cash, cash equiralents, 853 resticind cash at toganng clyonr £16.613 121,488
Cash, cash cquialents, snd resticisd cath ot end of yoar s 522.888 876,993
Cash ang cazh equralenls s 167,525 154,095
Hesidoad eazhlnduded n assals fivilod of residtted as touze 255.383 522.808
Yot eazh cazh equivalznts, and restrictsd cxsh s 522,888 £76,923
Supph ! sleash v x
Cash pad ferirderest 3 99,841 95,360
Finanoe foase ottigatians hwured 122,243 2739
Supp i of hinwiteg dnd inanding acivliex
Clrange irmoncash axgaslions of proparty, punt, and eqipmeat 1 ma1s 10,925
Soy peylng nolvs 4o idsted fivsncied
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RWJ BARNABAS HEALTH, INC.
Notes to Consolidated Financial Stalements
December 31, 2022 and 2021
(in thousands)

(1) Organization

RW.J Barnabas Heallh, Inc. (the Corporation) Is a not for profit, tax exempt corporation focated in West
Orange, New Jersey, RWJ Barnabas Health, Inc. Is the sole corporate member or sole shareholder of the
Corparation’s affliated organizations. The Carporation was organized to develop and operate a
multihospitel healthcare system providing a comprehansive spectrum of heallhcare services, principally to
the residenis of New Jersey and sumounding areas.

The services and facilities of the Carparation include 12 acute care hospitals, 3 acute caro children's
hospltals, a pedialrlc rehabilitation hospital with a network of outpationt centers, a freestanding 100-bed
behaviaral health center, two frauma canters, a satallile smergency depariment, ambulatory care centers,
gerlatric centars, the state's largest behavicral health network, comprehensive home care and hosples
programs, fitness and wellness centers, physical therapy services, retail pharmacy servicas, madical
groups, multi-sile imaging centers, an accountabls care organizatlon, a burn treatment facility,
comprehensive cancer services, breast cenlers, and comprehensive cardiac surgery services, including a
heart transplant center, a lung transplant center, and kidney transplant centers.

Trinitas Reglonal Medical Center Acquisition

Tha Carparation, Trinitas Reglonal Medical Center (Trinitas) and Trinitas Health {TH) ¢losed on an
affiliation {ransaction, effectiva January 1, 2022 (Trinitas Acquisition Date), whereby the Corporation has
replaced TH as the sole member of Trinltas. TH merged wiith, and into Trinitas, with Trinllas as the
surviving merger entity. Trintas Is a 554 bed, Catholic, acule cars teaching hospltal, headquartered in
Elizabeth, New Jersay. Under the terms of the Dafinifive Agreement, dated November 11 2020, the role of
Trinitas as-a full sarvice, Catholle pravider of acute healtheare services for the eastemn Union Counly
community will be enhanced. Together, both organizations will be abls to increase sceass fo high-guality
healthcare In the northern and central New Jersey regions, and expand oulreach lo underserved
communlties. This includes a specific focus an cardlac care, encology, emergency services, renal
carefdialysis, women's hoaith and wound care, as well as behavioral health services and othors.

No cash consldaration was exchanged at the closing of the transaction. The Corporalian accounled for this
business combination by applying the acquisition mathod, consistentwith Einaneiat Accounling Standards
Codificalion (ASC) Topic 954-805 Health Cara Entitias Business Combinations {Toplc 854-805), and
accordingly, the inharent conlribution received was valued as the excoss of tho falr valua of the assels
acquired over the fafr value of the liabilitles assumed. The results of Trinitas® operations have been
included in the censalidated financial statements commancing on the Trinitas Acquisition Date.

7 (Canttnuad)
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RWJ BARNABAS HEALTH, INC.
Notes to Consolidatad Financlal Statements:
Dacembar 31, 2022 and 2021
{in thousands)

The estimated fair value of the assets acquired and liabilities assumed as of lhe Trinitas Acquisition Date Is
as follows:

January 1, 2022

Cunent assets $ 196,174
Noncurent assets {including property, plant

and equipment) 322,915

Tatal assets acquired 519,089

Current liabilities 84,160

Noncurrent liabilities 158,274

Total liabilitles assumed 242,434

Centribution recelved In acquisition $ 276,655

Net assgets:
Without donor restrictions $ 264,836
With donor restrictions 12,019
Total net assals $ 276,655
JAG-ONE Acquisition

On July 1, 2022 (JAG-ONE Acquisition Date), the Corporation acquirad an additonal 33.55% voling
inferest in JAG-ONE, a comprehensive outpalient physical and occupational therapy company which
providas rehabllifalive care, for a purchase price of $73,688. Upon completion of the transaction, tho
Corporation avins 88,19% of JAG-ONE and obtained aperatianal cantral. As tha controliing Interest in the
Joint venlure was obtained in the transaction, the Corporation accounted for this as a business combination
under the acquisition methad, canslistent with ASC Tople 954-805. The fair value of the noncontrolling
Interest and the previously held equilly Interest in JAG-ONE was estimated by applying the income
approach and matket approach. The goodwilt of $206,044 arising from the lransactlon relates to the
estimated future economic benefits associated with assembled viorklorce as wall as synerglies and cost
reductions expected la be achleved. The Corporation also recognized an Intangible asset related to the
JAG-ONE trade name of $13,813. The goodwill and Intanglble asset are Includad In other noncusrent
assels, natin the consolidated balance shest as of Dacember 31, 2022.

8 {Cantinued)
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RW.J BARNABAS HEALTH, INC.
Notes to Consclidated Financial Statements:
December 31, 2022 and 2021
{In thousands)

The foflewing table summarizes the consideration paid for the acquisition and the estimated fals value of
the assets acquired and liabilitios assumed, the falr value of praviously hald equity.interest, as well as the
falr valuo of the noncontrolling interast at the JAG-ONE Acquisition Date:

July 1, 2022
Cash consideration S 73,688
Fairvalue of equity Interest bofore the business combinatlon 86.970
Falr value of consideration $ 160,658
Recognized amounts of idenlifiable assets acquired and liabilities assumed:
Cuntent assets $ 17,984
Noncurrent assels 46,826
Cunent fiabilities (21,290)
Noncument liabilities (76.877)
Total identifiable net liabilities assumed (33,457)
Gaodwill and Intangible assets 219,857
Falr value of nonconteolling interest (25.742)
Tetal $ 160,658

Ingluded in the acquired noncurrent assels are right-of-use assels of $38,221. Acquired curront liabilities
include operating lease abligations of $10,723 and noncument llabilitios include oparaling lease liabilities of
$28,911. Addllionally, Included In noncurrent liabliitles was $48,066 of long-term debl which was
immadiately repaid by the Corporation.

The Corporation recognized a gain of $32,540 as arasull of the remsasuring to fair value lls 52.64% equity
intorect in JAG-ONE hold bafora tho buginoes combinatien. The gain Is Includad within other, not within

nonaperaling {(oxpensas) ravenue In the consolidaled statement of operations for the year ended
December 31, 2022.

9 {Gantinuad)
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RWJ BARNABAS HEALTH, INC.
Nolas to Consolidated Financial Statements
December 31, 2022 and 2021
{In thousands)

The folloving lable summarizes the amounts attributable to Trinitas and JAG-ONE siee thelr respeclive

Acquisition Dates that are included in the accompanying consolldated financial statements:

Trinltas JAG-ONE Combined
January 1, 2022 July 1, 2022~ Year andod
December 34, Decembaor 31, Docembor 31,
2022 2022 2022
Tolal operaling revenue $ 312,384 58,297 370,681
Total operating expenses 42,264 56,715 398.979
{Loss) income from operations (29,880) 1,682 (28,288)
Total nonoperating exponses, not {10,475) - 10.475)
(Deficiency) excess of revenue
Unsl BAPENIYES (40,33%) 1,582 {38.773)
Other changes in nal assels:
Without doner restiictions 7,245 - 7,245
With donor restrictions {1,706) — {1.706)
Change In net assets 5,839 - 5,839
{Decrease) increase in not assots S _{34,816) 1,582 (33.234)
10 {Continued)
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RWJ BARNABAS HEALTH, INC.
Notes to Consolldated Financial Statements
December 31, 2022 and 2021
(In thousands)

Tha following table represents the proforma financtal information, assuming the acquisitlon of Trinitas and
JAG-ONE had taken place on January 1, 2021. The profosma financlal information Is not necessarily
indicative of the results of operalions as they would have been had the transaction been effectad on
January 1, 2021,

Yoars ended Dacember 31

2022 2021

Total aperating revenue $ 7.650,722 7,047,013
Total operating expense 7.862.055 6,865,920
{Loss) Incame from operalions (211,333) 81,093
Total nonoperating (expenses) revenue (685.859) 351,950
(Deficiency) excess of ravenue over expenses {897,192} 433,043

Other changes In net assels:
Without doner restrictions 90,540 29,529
With donor restrictions 20,335 89.617
Changa in net assels 110,875 119.146
{Decreass) increase In net assets $ (786,317) 562,189

Proforma excess of revenue aver expanses for the year ended December 31, 2022 excludes $264,636 of
nonoperating revenue and $12,019 of net assets with donor restrictions which reprasents the contribution
recelved as a result of the Trinitas acquisition. The gain on the sale of aquily invesiment of 832,540
recognized in the JAG-ONE acquisilions has also been excluded from the proforma results;

Significant Accounting Policles
(8) Basis of Accounting of Financlal Statement Presentation

The consolidated financial statements have boon prapared on the accrual basis of accounting and
include all affillates and other entltias for which operaling conlrol is exercised by the Corporation.
Investmants In entlties where the Carporation does nothave operating control are racorded under the
equily or cost method of accounting. The Corporation has included Its aquity share of income or logses
from investments In unconsolidated affiliates in other operaling revenue, net. Intercompany balances
and transactians are eliminaled In consolidation.

{b) Use of Estimates

The preparalion of the consolldated financlal stalements in conformily with gencrally accepted
accotnling principles {GAAP) requires management to make astimates and assumptions that affect the
reported amounts of assels, llabilities, and disclosure of conlingent assels and liabilities at the date of
the cansolidated financlal statements and reporied amounts of revenue and expenses during the
reporting year. Actual resulls could differ from those estimales.

11 {Continued)
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RWJ BARNABAS HEALTH, INC.
Notes la Consolidated Financial Statements
December 31, 2022 and 2021
{in thousands)

{¢) Cash.and Cash Equivalents

Cash and cash aquivalenis Include Investments Iin money market funds and highly liquid debt
instruments with original maturities of three months or less. excluding assets limitad or restdcted as to
use,

Cash and cash equivalenls are mainlained with domastic financlal Institutions with depasits, which
exceed federally insured llmils. It is the Corporation’s policy to monitar the financlal strength of these
institutions.

(d} Patlent Accounts Recelvable

The Corporalion has agreaments with third-pasty payors that provide for payment at amounts different
from lts established charges. Payment arrangements include prospectively determined rates par
discharge, reimbursed costs, discounted charges, and por diem payments. Management reqularly
reviews accounts and contracls to record explick price concesslons that are netted against patient
accounts recalvable In the censolidated balance sheels: The Corporation grants credit without
collateral la ils palients, most of whom are local residents and are Insured undar third-parly payor
arrangements. The concentration of pallent accounts recelvable as of Dacember 31, 2022 and 2021
was as foliows:

December 31
2022 2021

Medicare 24% 23%
Medicaid 14 14
Blue cross 20 20
Commeircial and managed care 28 23
Self-pay patients and other 14 14

100 % 100 %

(e) Revenue
() Paliont Sorvice Rovenue

The Corporation's patient servico ravanua Is racognizad at the amount that reflecls the
conslderation to which the Corporalion expects lo be enlitled in exchange for providing patient
care, These amounts are due from pafients and third-party payors and Include an estimate of
variable consideration for retroactive revenue adjustments due to settlement of audils, reviews, and
investigations. Generally, the Corparation bills the patients and third-party payors several days
after the services are performed andfor the patient is discharged from a facility.

12 {Continued)
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RWJ BARNABAS HEALTH, INC.
Notes to Consolidaled Financial Statements
December 31, 2022 and 2021
{In thousands)

Revenue [s recognized as performance obligations are satisfied. Performance obligations are
delermined based on Ihe noture of the services provided by the Corporation, Revenue for
performance obllgations sallsfied over iimo Is recognized based on actual charges Incured in
refation to total expecled (or aclual) charges. The Coarporation believes that this mathod provides-a
reasanable representation of the lransfer of services over the term of the performance obligalion
based on the inputs needed to satisfy the obligation. The Corporallon measuras the performance
obligation from admission Into the hospital to the point when il Is no longer requlred to provide
sarvices lo thal patient, which is generally at the time of discharge.

Because all of its performance obligations ralate (o contracts vith a duration of less than one year,
the Corporatien has elected to apply the optianat exemption to not disclose the aggregate amount
of the transaction price allocated to performance obligations that are unsatisfied or partially.
unsalisfied at year-end, which primarily relate lo acute care patients (In-house). Tha parformance
cbligations for these contracts ara gencrally comploled whon the palients are discharged, which
generally occurs within days or waeks of year-end.

The majority of the Corporalion's services are rendered to patients with third-party payor Insurance
coverage, Reimbursement under these programs for all payors Is based on a comblnation of
prospeciively detarmined rates, reimbursed costs, discounted charges, and per diem paymenls.
Amounts racelved under Medicare and Medicaid pragrams are subjecl to review and final
determination by program intermediaries or their agents and the contracts tho Carparation has with
commercial payors also provids for retroactive audit and review of clalms. Agresments with
third-parly payors typleally provide for payments at amounts less than established charges. For
further discusslon on third-party relmbursement, refer to note 5. Generally, patiants who are
covered by third-party payors are responsible for related daductibles and cainsurance, which vary
in amount. The Corporation also. provides sarvicas to uninsured patianis, and offers those
uninsured patients a discaunt, elther by pallcy ar law, from standard charges, The Comparation
eslimates the lransaction price for palients with deductibles and colnsurance and from those who
are uninsured based on histarical expersnce and current market conditions. The Inltial estimate of
the transaction price Is determined by redticing the sfandard charge by any contraclual
adjustments, discounts, and Implicit price concessions. Implicit price concessions are dofermined
based on historical collection experience. Subsequent changes ta the estimate of the transaction
price ara generally recarded as adjustiments to patient sarvice tavenue in the period of the change
and are accrued an.an estimated basis In the period the relaled services are rendered and
adjusted In future periods as final settlenients are determined. Adjustments arising from a changa
in the transaction price were not significant for the years ended December 31, 2022 or 2021,
Subsequent changes that ara determined to ha the result of an adverse change in the palient's
abliity la pay are recorded as bad debt expense, There was no bad debt expenss for the years
endad December 31, 2022 or 2021.
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Consistent with the Corporation's mission, care is provided to patients regardless of thelr ability to
pay. The Corporation has detenminad it has provided implicit price concesslons to uninsured
patlents and patients wilh other uninsured balances (e.g., co-pays and deductibles). The implicit
price eancessionsincluded in eslimaling the transaclion price represent the difference batween
amounts billed to patients and the amounts Ihe Comoration expects fo collect based on lis
collection history with those patlents. Patlents who meet the Carporatlon's criteria for charily care
are provided care vithout charge or at amounts less than established charges. The Corporalion
has delermined that it has provided sufficiont implicit price concessions for thaso accounts. Prica
concessions, including charity care, are nal reported as revenue.

The Ceroration has elacted the financing component practical expedient and does not adjust the
promised amount of consideration from palients and third-party payors for the effecls of a
significant financing component due to the Corporation’s expectation that the perlod betwasn the
lima the. servico Is provided lo a patient and the lima that the patient or a third-party payors pays for
thal service will be ona year or lass. Hawaver, the Corporation does, In cerlain instancss, enterinto
payment agreements wilh patients that allow payments in excess of one year. Far those cases, tho
financing component is not deemed (o be significant to the contract.

The Corporation has determined that ihie nature, amount, timing, and uncerlainty of palient ssivice
tavenus and cash flows are alfecled by payors and service lines. The following tables reflact
pallent service revenue from third-parly payors, government subsidies, and others {Including
uninsured patients) for the years ended December 31, 2022 and 2021:

2022
Inpationt Outpatiant Total
Medicare $ 1,461,615 868,797 2,330,412
Medicaid 649,432 569,120 1,218,552
Blua cross 745,621 897,358 1,642,979
Commercial and managed cara 726,236 650,206 1,376,442
Sell-pay patients and ather 140,949 170,874 311,923
State of New Jersey subsidy revenue 113.601 — 113,601
Total patient senice
rovinue S 3.837!454 3,156,455 6,993,909
14 {Contlnuad)
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2021
inpationt Outpationt Total
Medicare $ 1,301,637 715,207 2,016,844
Madicald 555,847 463,227 1,019,074
Blue cross 707,139 760,241 1,457,380
Commoreial and managed cara 654,763 645,376 1,200,139
Self-pay patients and aother 144,024 143,018 287,042
State of New Jersey subsldy revenue 97.395 — 97,395
Total patient senice
revenue $ 3,460,805 2,617,069 6,077,874

() Other Revenus, net

Other ravenue, net Includes income from granis, equity in the income of healthcara Joint ventures,
gain on sale of a business, unrestricted contributions, net assels raleased from resiriction for
aperations, cafelerla sales, and pariing. Grant revenue and conlributions of the Corporation are
nonaxchanga lransaclions in which no commensurate value is exchanged. In such cases,
cantributlon accounting is applied under ASC Tople 958-605, Not-for-Profit Eniitles, Revenue
Recognition. See note 3 for grant funding received under the Coronavirus Ald, Relief, and
Economic Security (CARES) Act and the Faderal Emergency Management Agency (FEMA). Equity
in tho income of Jolnt ventures.Is evaluated under ASC Topic 323, Invesiments - Equily Method
and Joint Venlures.

Additionally, pharmacy sales and other contraets related to healthcare services are included in
other revenue and consist of contracls, which vary in duration and in performance. Revenue Is
recognized when the perormance obligations identified within the individual contracts are satlsfied
and colleclions are probable,

(N Supplies
Supplies are carrled at the lower of cosl, determinad principally on an average cost basls, or net
realizable value. Supplias, totaling $116,483 and $123,840, are included In other current assets in the
consolidated balance sheels at December 31, 2022 and 2021, respectively.

Assels Limited or Rostricted as to Use

Assels limited or reslricted as to use include assels held by trustees under bond indenture agreements,
assets resliicted for self-insurance, assets held for supplemental refirement benefils, and assets
restricted by donars for speciflc purposes or endowment. Amounts required to maet current liabilities of
the Carparation eve classified as curent assels, Restricted cash of $255,363 and $522,898 as of
December 31, 2022 and 2021, respectively, is Included in assets limlted or restricted as to-use and
assets fimited or restricted as to use, noncurrent portion, in the consolidated balance sheets. The
balanco as of December 31, 2022 includas the construclion fund from the issuance of the

Serles 2021A bands (note 10),

~

(g
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(h) Investments and Investment Income

0

A significant portlon of the Corporation’s Investments are held in an investment portfolio maintatned for
the benefit of the Corporation and Ifs affiiates. Debt securlties are designated as trading. Investments
in equity securities with readily determinable fair values and all Investments In debt securities are
measured at falf value, based on quated market prices. Donated Invesiments are recordad at thelr fair
valua, based on quoled market prices at the date of receipt,

Altemative investments (nontraditional, not readily marketable asset classes) within the Investment
portfalio are structured such that the Corporation holds interests in private investment funds, consisting
af hedge funds, private equily funds, and real estals funds. These investments are reported at fair
value as estimated and reported by ganeral partners, based upon the underlylng net asset value
(NAV) of the fund or partnership as a practical expedient. Because of inherent uncertainty in these
valuatlons, thase estimaled values may significantly differ from the values that viould have bean usad
had o rendy market for tho inveatmanta oxistod, and differoncos could be meteral.

Investment income not restricted by donars Including realized and unreallzed galns and losses on
Investments and changes In the fals value of alternative investments are included In nonoparating
{expenses) revenus. Investment income and realized gains and losses on assels rastrcled by donors
for specitic purposes or endowment are included In net assols with donar resirictions,

Property, Plant, and Equipment

Property, plant, and equipment expenditures are recorded ai cost or, If donated or impaired, at fair
value at the dale of donatlon or impairment. Finance leases are recorded at the present valua of the
fulure minlmum lease payments at the inceptlon of the lease and ate Included in proparly, plant, and
equipment.

Dapreciation expense Is compuled on a straight-line basis using estimaled useful lives of the assets,
ranging from 2 to 40 years. Real estate and equipment held under finance leases and leaschold
improvements are amortized using the stralght-line method over tho shorter of the estimated useful life
of the asset or the ralated loase term. Such amortization Is included in depreciation expense. Gifts of
long-lived assels, such as land, bulldings, or equipment, are reporied as net assels withaut donor
restrictions, unless explicit donor stipulations specify how the donated assels must be used, and are
excluded from tho excess of revonue over expenses In the consolidated statements of operalions. Gifts
of long-lived assets with explicit restrictions that specify how the assets are to be used and gifts of cash
or other assets that must be used to acqulre long-livad asssts are roporied as net assets wilh donor
restriclions, Absent explicit stipulations about how long those long-ived assets must be maintained,
expirations of donor restrictions are reported when the donated or acquired long-ived assets are
placed in service.
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Leases

The Corporatlon determines if an arrangement is a lease at incepion. Leases are Included In
right-of-use (ROU) assels and leass abligations, current and long-lerm, in the consolidated balance
sheets, ROU assats and llabililies are recognized based on the prasent valua of the future minimum
lease payments over the lease term using the Corporation's Incremental barrowing rate. Tha ROU
assel also Includes any prepald rent while excluding lease incentives and initial direct costs Incursed.

Lease expensa for aperating mintmum lease paymenls is racognized on a straight-fine basis over the
Tull lease term, Finance leases are Included in property, plant, and equipment and long-term dabt In the
cansolidaled balance sheats; Finance. lsasa assals and liabilities are recognized based on the present
value.of the future minimum lease payments over the lease term using the expliclt Interest rale, when
availablo. If an explicit interest rate Is not available, the Corporation applles its incremental borrowing
rate. Finance leasa assels are amortized on a stralght-fine basis over the full lease torm and prasented
in deprecialion and amoriization In the consolldated statement of operatians. Interest on lease
payments is calculated using the effective interest method and presented In Interest expense inthe
consolidated statemant of operations,

Deferred Financing Costs

Daferred financing costs represent casts incurred (o obtaln debt financing arrangements. Amorllzation
of these costs is provided using the effective-Interest method over the terms of the applicable
indebtedness; Daferred financing costs are presanted as a reduction of tha ralaled debl,

Doanor-Restricted Gifts

Unconditional pramises to give cash and other assets are reportad at falr value at the date the promisa
is racelved. The gifts are reported as donor-restricted support if they are received vith donor
stipulations thal imit the uso of the denaled assels, When a donor restrictlon expires, thatis, when a
stipulated time restriction ends and/or purpose reslriction is accomplishad, net assets with donor
rastrictions are reclassified as nel assets without donor restrictions and reporied in the cansolidated
statements of changes in net'assols as not assels released fram restrictions. Donar-rastrictad
contribulions whose restrictions are met within the same year as received are reported as unrestricted
contributlons In the accompanying consolidated statements of operallons.

Pledges recelvable represent an uncanditional promise to give cash and gher assels to the
Corporation's alfilates over a periad not greater than 20 years, Such amounts are recorded at their
presont valuo at the date ihe promiss is received, net of an allowance for uncallactible pledges. Such
amounts are Included as extemally designated or restricted noncurrent assets limited as to use In the
consolldated balance sheets.
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(m) Net Assets including Noncontrolling Interest

(n)

Rasources are classifled for reporting purposes as net assets without donor restrictions and nel assals
wilh donor restrictions, according to ihe absance or existence of donor-imposed restrictions. Resources.
anising from the results of operations or assels sot aside by the Board of Trustees are nol considered for
be donor-reslricted. Net assets with donor restriclions represent funds, including contributions and
accumulated investment relurns, whose use has boen restricted by denorstaa spacliic perlad or
purpose or that have been restricted by donors to be malntalned In perpelulty o provide a permanent
source of income. Generally, the donors of hese danor-restricted assals permit the use of part of the
income camed on related investments for specific purposes.

The censatidated financial stalements include all assats, llabilities, revenues, and expenses of less
than 100% ownod entitios that the Corporation controls In accordance with the applicable accounting
guldance. Accordingly, the Corporation has reflected a noncontraliing interest for the portion of the
Corparation’s revenue and expenses not contralled by the Corporation, separate In the consolidaled
balance sheels and consolidated statomants of changes In net assats.

Net assets without and with donor restrictions are available for the following purposes:

Decembor 31
2022 2021
Without donor restrictions:
Undesignated S 4,609,662 5,118,887
With donar restrictions:
Pemetual in nature 33,2214 31,346
Purpose restiicted 177.570 159,056
Time restricted 79.208 79,260
Net assets $ 4,899,659 5,388,549
Parformance Indicator

The consolidated statemonts of operations Include a performance indicator, which Is the

(deficioncy) excess of revenue aver expenses, Changes in net assols without donor restrictions, which
are excluded from (deficiency) excess of revenue over expensas, Include certain changes in pension
obligations, capilal contribulions, and other transactions,

The Corporation differentiates ils ongoing operating activities by providing Incoma from oparations as a
sub performance Indicator, lnvestmant income, net, contribution racelved fn acquisition, and ofher, net
vihich is inclusive of net periodic benafit costs ather than service costs, interest rate sviap
mark-to-market adjustments, gains and losses on early extinguishment of debt, gain on eqully
invastmant, terminatlon of definltive agreement fees and other transactions, which ara not consldered
to ba-components of the Corporalion’s ongoing aciivities, ara excluded from {loss) income from
operations and reported as nonoperating (oxpensas) ravenue in the consolidated statements of
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aperations. Invesiment income eamed on assats limited as (o use under bond Indenture agresments Is
Included in other revenus in the consolidated statemants of operations.

(o} Income Taxes

The Corporation and its affillates, excluding Its for-profit subsidiaries and nomines ewned caplive
professional madical services corporation, are not-for-profit corporations and are exempt from federal
and stale Income taxes on related income under existing provisions of the Internal Revenue Code and
State of New Jersey statutes.

The Corporation’s for-profit subsidiaties have recorded various deferred income tax assels and
liabliitles that reflect temporary differences between the amounts of assels and liatilitles used for
financlal reporling purposes and the amounts used for Income tax purposes. Thase amounts, where
applicable, to the Corporalion are included as other assets or other llabilities in the consolidated
balance sheets as appropriate. In addllion, the provision for Income taxes recorded by the
Gorporalion’s far-profil subsidiaries, where applicable, have been made for In the consolidated results
of operations of the Corporation and Is included in other expensas In the consolidated statement of
operations.

Certaln for-profit subsldiarles have federal nel operating loss (NOL) casryforwards of approximately
$24,827 Ihat expire through 2037 and Slate of Naw Jersey NOL carrylorwards of approximately
$80,436 that also expire through 2042. Certain for-profit subsidiaries have foderal NOL carryforvards
of approximatoly $54,986 thal expire indefinltely. At December 31, 2022 and 2021, all defened tax
assels related to these NOL carrylorwards have been fully reserved dua lo the uncertainty of realizing
the tax benefits associaled with these amounts.

The Corporation and [ts affillates recognize the financial statements efiects of tax poshlons when they
aro more likely than not, based on technical merits, that the positions will be sustalned upon
examinatlon by the tax suthorities. Benofits from ax positions that meet the more-likely-than-not
recognition threshold are measured at the largest amount of benefit that Is greater than 50% likely of
baing reallzed upan settfement. The Corporation does not have any slgnifican{ uncertaln tax positions
as of December 31, 2022 and 2021.

(p) Self-insurance
Under the Corporation's sellinsurance programs, clalms are recorded based upon acluarlal estimation,
including both reported and Incurred but not reparted claims, {oking Into consideration the severity of
incidents and tha expactod timing of claim payments (note 13a, b, and c).

(q) Impalrment of Long-Lived Assets

Management routinely evaluales the camrying value of its long-lived assets for Impalrment whenever
evenis or changes in circumstances Indicate that the carrying amount of assels, or a related group of
assets, may not be recoverable fram estimated undiscaunted cash flows generated by the underlying
langible assets. When the carrylng value of an asset exceeds ifs estimalad recoverability, an asset
Impalrmant charge is recognized for the difference batwaen the fair value and carrying velue of the
assal.
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In addition to conslderation of Impalrment upon the events or changes in circumsfances described
above, management regularly evaluates the remaining useful fives of its long-lived assats. If astimates
ara changed, the cairying value of affected assets is allocated over the remalning useful lives. In
astimating the future cash flows for determining whather an asset Is impalred, the Cosporation groups
Its assets at the lowest leve) for which there are identifiable cash flows independent of other groups of
assels. No impairment charge was recorded during the year ended December 31, 2022 ar 2021.

(r) Goodwlilland Intangible Assets

Goodwill and intangible assels are accounted for under ASC Tapic 350, Infangibles — Goodwill and
Othor. Goodwill roprasents tho axcess of the aggregale purchase price over the falr value of net asgets
acquired in buslness comblnations, As disclosed in note 1, the Corporation recognized $206,044 in
goadwilt and $13,813 inintangible assets related to the acquisition of JAG-ONE. Identifiable intanglble
assols are Inilially recorded at falr value af the time of acquisition using the Income approach. Goodwill
and Intangible assets have Indefinlie useful lives and are not amortized, but are subjected to
Impairment tests, The Corporation performs impairment tesling at least annually or more frequantly if
events or circumstances change creating a reasonable posslbility that an impalrmant may exlst, As of
Decamber 31, 2022, the Corporation impaired its intanglble asset refated to the Rutgers Health brand
name. The impairment expense of $45,000 is included In other expenses in the consolidated statement
of operations. Included In olher assets are goodwill of approximately $213,000 and 7,000, raspoctively,
and intangibla assets of $13,813 and $45,000, raspactively, as of Dacember 31, 2022 and 2024,

(s) Reclassifications
Cortaln prior yaar amounts have been reclassifiad to canfarm lo the current year presanlation.

{3) CARES Act and FEMA

On March 27, 2020, the Presldent signed into law the CARES Act. The CARES Act provides financlal relief
under several programs including a funding advance of Medicare payments, deferral of tha employar
portion of payroll taxes and establishment of the Provider Relief Fund (PRF). Under the PRF, the
Corporation recognizad approximataly $48,143 and $65,110 for the years endad December 31, 2022 and
2021, respeclively. As of December 31, 2022, all rellef funds have been recognized as revenue and the
total amount recelved and recognized from the period of 2020 through 2022 was approximately $684,000.

The Corporation received approximately $558,000 in Medicare payment advances under the Medlcara
Acceleratad and Advanced Paymant Program. Madlcare slarted recouplng these advances In April 2021
wilh final recoupments made by September 30, 2022. As of December 31, 2021, approximately $207,000
had been recouped, wilh the balance of approximately $349,000 recorded in 1he current portion of
ostimated amounts due to third party payors.

The Carporation also elected to defer the deposit and payment of lhe employer's share of Social Security
taxes allowed under the CARES Act. As of Becember 31, 2022, these deferred amounts were repaid. As of

December 31, 2021, approximalely $42,000 was outstanding and included in accrued expenses and other
currant llabilittes.
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The Corporation also recognizes reverue an awarded project warksheels as expenses are Incurred and
determined {o be eligible for FEMA relmbursemont, The Corporation recognized 529,253 and 393,817 as
othor rovenua In the consalidated slalements of operations for reimbursement of eligible operating
oxpanses for tha years ended December 31, 2022 and 2021, respectively. In addition, $9,358 was
recognized as other changes in net assets in the consolidated statemant of operations related to
reimbursement of capital expenditures for the year ended Dacember 31, 2022. The Corporation has a
balance due from FEMA of $28,261 and $67,691 in other current assets in the consolidated balances sheet
as of December 31, 2022 and 2021, respeclively.

(4) Charity Care and Community Bonafit

In-accordance with the Corporation's mission and philosophy, the Corporation's hospltals and affiliales
commit substantial resourcaes to both the Indigent population and tha breader community, The
Corporation’s chatily care polisy is 1o provide care without regard to the patient's abilily to pay for services
rendered. To the extent that patients do not have the ability lo pay, services rendared to thase pallents ara
reported as charily care.

The Cotporation's hospltals-utlifze a cost to charge rallo methodelogy to convert charity care to cost. The
cost ta charge ralio Is calculated ulilizing the Corporation's cost accounting system or filed cost roports.

The amount of charity care at estimated cost, net of stata subsidy fundlng, tha Corporation provided to the
indigent population-and breader communily for the years endad December 31, 2022 and 2021 was
$144,792 and $141,357, respectively.

The State of New Jersey's regulations pravids for the dislribution of funds fram a Charity Care Fund, which
is intended to partially offsat tho cost of servicas provided o the uninsured, For the years ended
Decamber 31, 2022 and 2021, the Corporation's hospilals recorded distributions from the Charity Care
Fund of $57,379 and $19,934, respectively, which are included in patient service ravanue,

{5) Healthcare Relmhursement Systom

(a) The Corporation records patient service revenua at the amount that reflacts the consideration to which
the Corporation expects to be entilled In exchange far providing palient cara. Patient service revenue
consists of amounts charged for services rendered less estimated discaunts for contractual and othor
allowances for patients covered by Medicare, Medicald, and other health plans-and discounts offered to
patients under the Corporation’s uninsured discount program.

Tho Medicare program currantly pays for most services at predetermined rates; however, certain
services and specified expenses conlinue (o be reimbursed on a cost basis. The Medicald pragram
also currently reimburses the Corporation at predetermined rates for inpatlent services and of a cost
reimbursemoni methodalogy for outpatient services. Regulations require annual retroactive setflements
for cost-based reimbursement and other payment arrangements through cost reports filed by the
Corporalion.
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The Corporatlon has also entered into payment agreements with certain commercial insurance carriers,
health maintenance organizations, and preferred provider crganizetions. These agresments have
retrospective audit clausos, allowing the payor to raview and adjust claims subsequant to Initlal
payment.

Laws and regulalions governing the Medicare and Medicald programs are complax and subject o
interpretation. As a result, there Is a possibillty that recorded estimates could change by a malerlal
amount. In accounting for Medicare and Medicald cost report setllements, the Corporation recards all
third-parly receivables and liabilitles at their eslimated reallzable values, Managemsnt pariodically
revlewss recorded amounts receivable from, or payable to, third-party payors and adjusls these
halances as new information becomes available. in addition, revenue recelved under certain third-party
agragments Is subject lo audit.

Dusing the years énded December 31, 2022 and 2021, centain of the Corporation's prior year
third-party. cost reporls wera audited and satlled, or tentatively settied by third-party payors.
Adjusiments resulting from such audits, settlements, and management reviews are reflectod as
adjustmenls to patient service revenue in the period that the adjustments become known. Accardingly,
the Corparation evaluated the results of thase settlements on its open cost reports, The effact of cost
report setilaments and other adjustments increased palient service revenue by approximately $22,728
and $16,915 for the years ended December 31, 2022 and 2021, respeclively. Although certain other
priar year cost reports submitied to third-party payors remaln subfect to audit and rolroactive
adjustment, management daas not expect any materlal adversa settlements. Medicare cost reports for
all years prlar to 2018 have baen audited and seltied. Medicald cost reports for all years prior to 2020
have been audited and setiled for all acute care hospitals. For the pediatric rehabilitation hospital,
Medicald costreports have beon auditad by the fiscal intermadiary through 2020, Setllement has been
finalized thraugh 2020. The fiscal Intermediary may reapen cenlain yearsrelated {o specific setlement
llerns in the costreport year.

The Corporation has a-compliance program to monitor canformily with applicable lavis and regulatians,
but the posslbility of future government review and interpretation exists, The Corporation Is not aware
of any significant pending or threatened investigations involying allegations of potential wrangdoing.

(b) The Cormporation and others in the healthcare industry are subject ta certaln inherent risks, including the

Tollowing:

= Substantial dependence-an revenue darived from relmbursement by the Faderat Medicare and
Stale Medicald programs that have boen reduced In tecent years and which entall exposure to
various healthcare fraud slalutes;

= Government regulations; government budgetary conslraints, and proposed legislative and
regulatory changes.

Such inherent risks require the use of certaln management astimates in the preparation of the
Corporation's cansolidated financlal statements, and i is reasonably possible that a change in such
estimates may eccur. Management of the Corporalion belleves that adequate provision has been made
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In the consolidated financial statements for the matters discussad above and thelr ultimate rasolution
vill not have a material effect on the consolidated financlal statements.

{6} Investmonts and Assetls Limitod or Rostricted as 1o Use
Investments and assets limited or rastricted as to use consist of the following:

December 31

2022 2024
Investmenis and assets limited or restdcled as to use:
Cash and cash equivalents and money market funds $ 659,272 933,698
Govemment obligations/municipal bonds 423,180 340,876
Cormporate bonds 665,822 1,196,208
Certificales of deposit — 5,914
Mutual funds 1,291,452 1,859,268
Equity securitles 518,104 540,805
Unit investment trusts 1,216 1,268
Assel-backed securitles 255,350 377,889
Morigago-backed securlties 93,104 153,818
Alternative investments 943,695 983,930
Pledges receivable, net 134,668 119,167
Otherimestments 2,293 2,634
Accrued interest 10,447 11,923
Total investments and assets limited or restricted
as to use $ 4,998,602 6,527,419
These amounts are reflected In the consclidated balance sheets as follows:
Docember 31
2022 2021
Cument poition:
Investrments $ 434,257 755,851
Assels limited or restricted as to use 98,259 90,605
Noncurrent assets limited or restricted as to use 567,624 819,128
Invesiments 3,898,462 4,862,135
3 49898602 6,527,412
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Investments and assets limited or restriced as lo use are classifld as follows:

December 31
2022 2021
Inwastments 3 4,332,719 5,617,686
Sellinsurance funds 25,868 24,802
Donor-restricted funds and pledges receiable, net 259,992 234,884
Funds held by bond trustees under bond indenture agreements 253,653 536,456
Internally designated funds for specific usa 2,870 2,870
Other limited use funds 123,400 110,721
$ 4,998,602 6,527,419

Assets held under bond indenture agraemants.are malntained for the follewing purposes:

Oecomber 31
2022 2021
Capilal project funds $ 188,118 477,559
Interest funds 65,538 58,888
Principal funds — 8
$ 253,653 536,456

The Cotporation's invesiments are exposed to varlous kinds and levels of risk, Fixed income securities,
Including fixed income mutual funds, expose the Corporation to inlerest rale risk, creditrisk, and fiquidity
risk. As Interest rates change, the values of many fixed income securities are affected. Cradit risk Is the flsk
that the obligor of the security will not fulfill its obligation, Liquidity risk Is a risk that a financal asset may
nol be readily sold.

Carporate bonds, aquity mutual funds, equily securities, and commercial morigage-backed-socuritios
expose the Carporation to market risk, parformanca risk, and liquidity risk. Market risk Is the risk assoclated
with major movements of the equity markets, hoth forelgn and domestlc. Petfarmance risk is the risk
assoclated whh a particular fund’s operating parformance. Liquidity risk, as previously defined, tends to be
higher Tor intornational funds and small caplialization equity funds.

The Corporation has incorporated an Investment Policy Statement (IPS) inlo its Investment pragram. The
1PS, which has been formally adopied by the Board of Trusless, contalns standards designed to ensura
adequate diversification by asset calegory and geography. The IPS also limits fixad income Investments by
cradit rating, which serves to further millgate the risk associated with the investment program, At
Decembar 31, 2022 and 2021, management befieves that its Investment positlons are In accardance wilh
guidelines established by the IPS,
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{7) Liquidity and Avallability of Resources

Financlal assels avaltable within one year of the balance sheel dale for general expenditures such as
aperaling expenses and construction costs not financed with debt are as follows:

December 31
2022 2021

Cash and cash equivalen!s $ 267,526 154,095

Stort-term Invostments 434,257 755,551

Patlent accounts receivable 780,089 678,737
Estimated amounts due from third paty payors and other

curen! assets 289,521 285,329

$ 1.781,392 1,883,712

Curcant financial assels not avallable for general use becausa of contractusl or donor-imposed restrictions
viere $98,259 and $90,605 at December 31, 2022 and 2021, respectively. Amounts not avallable for
general use Include amounts set aslde for scheduled principal paymants on debt, sell-insurance funds, and
perpetual, time, and purpose-rasticled assets.

As of December 31, 2022, the Corporation has unrestricted cash and invesiments on hand to cover

224 days of operaling expenses. The Cormparalion’s practice is to structure iis financial assels to be
avallable as ils general expenditures, llabiiitles, and other obligations come due. In addition, the
Corporation Invesls cash in excess of daily requirements in short-term investments. Besides short-tarm
investments, the Corporation has $3,898,462 classified as long-lenm Investments at December 31, 2022, of
which mostis available for goneral use. Intha event of an unanticlpated liquidily need, the Corporation
could draw upon a §50,000 secured revolving promissory note {nole 10).

Fair Value Measurements

ASC Toplc 820, Fair Value Measurement, establishes a three-leve! valuation hierarchy for disclosure of fair
value measurements, The valuation hierarchy Is basad upon the transparency of Inputs to the valuation of
an asset or liablility as of the measurement dala. The three lovels are defined as {ollows:

{8

~—

Level 1: Quoted prices In aclive markels for identical assets or Jiabilities. Level 1 assets and liabllities
include cash and cash equivalents and debt and equity securilies that are traded In an active exchange

market.

Leval 2: Observabla inpuls other than Level 1 prices such as quoted prices for similar assels or fiabllitles,
quoted prices in markets that are not active, or other Inputs that are observahla or can ba corroborated by
abservable market data for substantially tho full term of the assels or liabilitles. Laval 2 assels and liabilities
Include debt securities with quoted markel prices that are teaded less frequently than exchange-traded
instruments, This category generally includes certaln U.S. government and agency mortgage-backed debt
securilles and corporate bonds,
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Level 3; Unobservable inputs that are supported by little or no market astivity and that are significant to the
fair value of the assels or liabilities. Leve! 3 assets and liabilities include financial instruments whose value
is determined using pricing medels, discounted cash flow methadologies, or similar tachnlques, as wellas
Instruments for which the datarmination of falr value requiras significant management judgment or
estimation. The Corporation currently holds no Level 3 investments.

The folloving tables present the Corporation's fair value hierarchy for those assels measured at fair value
on arecurring basis, and exclude pledges racelvable, nal, olher investments, and accrued Interest
recelvable as of December 31, 2022 and 2021:

DX ber 31,2022

Fair value Leval1 Lavel2 Lavel 3 NAV
Invesiment categaries:
Cagsh and cash equivalents
and monay market funds $ 689,272 659,272 — - —_
Equity securities 618,104 518,104 —_ - —_
Equity muiual funds 926,074 903,081 22,883 - -—
Fixed income mutual funds 365,378 385,378 — _ -
Carlificatos of doposit — — — — -
Unit invastment trusts 1,215 1,218 —_— — —
Commercial hackad
secutities 93,104 — 93,104 — —
Corporate bonds 665,822 —_ 665,822 — -
Asset-backed secutitios 255,350 —_ 255,350 - _—
Government bonds 207,059 - 207,058 - —
Cowernment mortgage-backed
securlics 186,872 — 186,872 — —
Municipal honds 29,249 — 29,249 —_— —
Altornative investments 943,695 — — — 943,695
Total $_4.851,194 2447050 1,460,449 —_ 943,695
— el )
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D ber 31, 2021
Fair value Level 1 Level 2 Lovoi 3 NAV
Investment catogores:

Cash and cash equivalents

and moneymarket funds $ 933,698 933,698 — — —_
Equity securilies 540,805 540,805 — — -
Equity mutual funds 1457273 1,422,936 34,337 —_ —
Fixad income mutual funds 402,015 402,015 —_— —_ -
Cettificates of deposit 5914 —_ 5914 — -
Unit investmenttrusts 1269 1,269 — — —
Commerdal mertgage-backed .

securifes 153,818 — 153,818 — —
Corporate bonds 1,196,208 — 1,196,208 —_— —
Assol-backed securities 377,889 — 377,889 — —
Government bonds 176,092 - 176,092 - —
Government mortgage-backed

securllies 121,631 — 121,631 — —
Municipal bonds 43,163 — 43,153 — —_
Altarnative investments 883,830 — — — 983,820

Tolat § 6,393,695 3,300,723 2109042 - 983,930

The following discussion describes the valuation methodologles used for financlal assets measured at {air
value for investmant and pension plan assets. The techniques ulilized in estimating the falr values are
affected by the assumptions used, including discount rates and estimates of the amount and liming of
{uture cash flows.

Fair value estimates ara made at a spocific point in timo, basad on available market information and
Judgments about the financlal assel, including estimates of timing, amount of expected future cash flows,
and the credit standing of the issuer. In some cases, the fair value estimates cannot be substantiated by
comparison to independent markets, The disclosed falr value may not bo reallzed In the Immediale
setllement of the financial assel. In additlon, tho disclosed falr values do not reflect any premium ar
discount that could resull fram offering for sale at one time an entire holding of a particular financial asset.
Potential faxes and other expenses that would be Incumred in an actual sale or setilement ara not reflected
in amounts disclosed. Care should be exercised In derlving conclusions abou the Carporalion's business,
its value, or consolidated financlal position based on the falr value information of financial assels
presented.

Falr values for the Carporalion’s fixed income securities aro based on pricas provided by its Investmant
managers and its custodlan bank. Both the Investment managers and the custodlan bank use a variety of
pricing sources lo determine market valuations. Inputs include direct or indireclly observable inputs {other
than Level 1 inputs) such as quoted prices for similar assets or liabifitles exchanged In actlve or Inaclive
markels and quoted prices for identical assets or liabilities in inactiva markels; other inputs thal may be
considered in falr valuo determination Include Intarest rates and yleld curves, volatilities, and credil risk.
Pricing evalualions generally reflact discounted expected fulure cash flows, which Incorporate yield curves
for instruments with simllar characleristics, such as credit rating, duration, and yields. Each dasignates
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speclfic pricing services or Indexes for each sector of the marke! based upon the provider's expertise. The
Corporation’s fixed income securities portfolio is highly liquid, which allows for a high percentage of the
portfolio ta be priced through pricing services.

Falr values of eqully sacuritlas have been determined by tha Corporation from observable market
quotallons, when available,

Mutual funds and unit investment frusts are valued at the NAV of shares held at year-end, based on
publishad market quotations on active markels,

Fair values of commercial morlgage-backed securities and asset-backed securities have been determined
by the Corporation based on a discounted future cash flaws methodology, using current market interest
rale data adjusted for Inherent credit risk, or quoted markel prices and recent transactions, when available,

Falr values of U,S. governmont bonds/munlcipat bonds and corporate bonds have been determined by the
Comoration from observable market quotations, when avallable, Because of the nature of theseo assats,
carrylng amounts approximata falr values, which have been datermined from publle qualations, when
avallable,

Falr values of bank loans are determined by the Corporation using quoted prices of securities vith similar
coupon rates and maturity dates or discounted cash flows.

Tha following tables summarize redemplion terms and lhe Corporation’s commitments for the hedge funds
and others as of December 31, 2022 and 2021:

2022
Carrying Untundod Rodempton Rodomption
Dascription of invostmant valuo commitmant froquency notice required
Hedge funds $ 271,582 — Monthly - 45-90 days
annually wiitten notice
Private equity 176,679 69,189 — —
Real estate 249,709 9,553 Quarterly 80 days
writlen notice
Other 245725 14,728 — —
§ 943,895 93,471
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2021
Carrying Unfunded Rodemption Rodemption
Description of investment value commitmont froquoncy hatlce required
Hadge funds S 381,797 —_ Manthly - 45-90 days
annvally viritten notice
Private equity 155,656 106,861 —_ —_
Real estale 231,939 44,508 Quartorly 90 days
written notice
Other 214,538 17.830 — —_
$ 983.930 169,199

Invesiments in hedge funds, inlerests in investment funds with complex portfolio-construction and risk
management technigues, are typically carried at estimated fair value based on the NAV of the shares In
aach Investmant company or partnershlp, Changes in unrealized gains or losses on investmenls, including
those for which partial liquidations were effected in the course of the year, are caleulaled as the difference
between the NAV of the investment at year-snd loss the NAV of the invesiment at the beglnning of the
year, as adjusted for contributions and rademptions made during the year. A! December 31, 2022, the
Carporation holds $51,854 of Investmenls In-hedge funds which are subject to semi-annual redemptions
with a 20% withdrawal limitation on the invested balance. Generally, no dividends or other distributions are
paid.

Investments in private equity funds, typlcally structured as limited partnership interests, are carried at fair
valug sstimated using NAV or equivalent as determined by the general pariner in the absence of readily
ascertainable market values. Distribulions under this investment struclurs are mada to Investors through
the liquidation of the underlying assels. Voluntary redemptions are generally not permilted by limited
pariners and investments In these parinership Inlerests are through the life of the fund. The {air value of
limited partnership interests is generally based on fair value capita! balances raparied by the underlying
parinerships, subject to management review and adjustmant.

Real estate funds Invest primarily in institutional quality commeralal and resldential real estate assets within
the U.5. and Investments in publicly traded real eslale investment trusts, Fair value is estimated based on
the NAV of the shares In each partnership. The Partnership distributes current income fo the pariners.on a
quarterly basis based on each pariners’ interast, Pariners can chaose to participate in a relnvestment plan
inwhich all distributions are autematically invested In additional units. Redemptions can generally be made
quarterly with 90 days’ prior wrilten notice after an Initial lock-up pariod expires.

Invesiments in other alternative investments consist of private debt funds structurad as a limlted
parinership interest with ability to invest in short-term oppostunities, and are carried al fair value estimated
using NAV or gquivalent as determined by the general partner In the absence of readily ascertainable
market values, Distribullons under this invastment struclure are made to investors theaugh the liquidatian of
the underlying assets. Voluntary redemptions are not permitied and Investment is threugh the life of (he
fund. The Corporation alsa invests in cerfain venlure capltal funds. Investmens in venture capital funds,
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typleally structured as limiled partnerships, conslst of ownership stakes in small to medium sized start-up
firms, These firms generally have high growth potential and are characlerized by highar risk/reward
profiles. Distributions under this Invastment structure are typically made to Investors through the liquidation
of the underlying assets. Volunlary redemptlons are generally not permitied by limited partners and
investments in these parinership inlerests ase through the life of the fund.

Property, Plant, and Equipment
Praperty, plant, and equipment consist of the folloving as of December 31, 2022 and 2021:

2022 2021
Land and improvements $ 179,701 167,565
Buildings and leasehold improvements 3,693,412 3,319,333
Fixed equipment 445,450 439,383
Major movable egquipment 2,452,854 2,181,221
Real estate and equipment under finance leases 186,130 56,502
6,857,547 6,159,014
Less accumulated depreciation and amodization (including
accumulated amortization of real estate and equipment
under finance leases of $31,744 and $23,626) 4,168,592 3,858,717
2,688,955 2,300,297
Construction In progress 902,017 §09.869
Propexty, plant, and equipment, net $ 3,690,872 2,910,166

The Corporation will fund tho construction of a naw clinical and research building for the Rutgers Gancer
Insfitule of New Jarsey (CINJ). Tha new hullding is adjacent ta, and Integratad with, Robert Weod Johinson
Universily Hospital (RWJUH) New Brunswick. In June 2021, the Carporatlon broke ground on the free
standing cancer hospital, The estimated cost is expected to bo approximately $735,000, From Inceptlon.of
the projact through December 31, 2022, approximately $289,000 has been incurrad ralated to this project.

As of December 31, 2022, the Corporation had commilted approximately $1,073,000 to complete the
construction of the Rutgers CINJ project noted above and other renovation and éxpansion projects at
variaus affiliates of the Corporation as wall as amounts commilted for the EPIC project {note 13e).

30 (Conlinued)

Appendix Page 42




RWJ BARNABAS HEALTH, INC,

Notes to Consolidated Financial Statements

Dacember 31, 2022 and 2021
(In thousands)

{10) Long-Term Dobt
Long-term debt consists of {he following:

Master Trust indebtedness:
New Jersey Health Care Facilities Financing Autharily
(NJHCFFA) Revenue and Refunding Bonds:

RWJ Bamabas Health Obligatad Group Issus, 2021A

$351,355 serial bands maturing through July 1,

2045 with inlerast rales ranging from 4.00% (o

5.00%; $400,490 of term bonds maturing July 1, 2051
with Interest rates ranging from 2.040% to 2.625%  §

RWJ Bamabas Health Obligated Group Issue,

Sories 2019A Senal Bonds maturing through July 1.
2029 with an interest rate of 5.00%

RW.J Bamabas Health Obligated Group Issue, Serfes
2019B-1 Fiva Yaar Put Bonds maturing on July 1,
2043 with an interast rate of 5.00%

RWJ Bamabas Health Obligated Group Issue, Series
20198-2 Six Year Put Bonds maluring on July 1,
2042 vith an interes! rate of 5,00%

RWJ Bamabas Heallh Obligated Group Issus, Serdes
20198-3 Sewen Year Put Bonds maturing on July 1,
2045 with an interest rate of 5.00%

RW.J Bamabas Health Obligated Group Issue, Sedes
2017A (previously Children's Speclalized Hospital
Issue, Seres 2013A) maturing on July 1, 2036 with
an interest rate of 3.03%

RWJ Bamabas Health Obligated Group Issue,

Series 2016A $398,565 senal bonds maturing through
July 1, 2036 with interest rates’ ranglng from 3.50% ta
5.00%:; $279.570 of term bonds maturing an July 1,

2043 vith interest rates ranging from 4.60% to 5.00%

Bamabas Health Issuse, Sarios 2014A orm bonds
$100,000 maturing on July 1, 2044 with an interest
rate of 5.00%; $29,925 maturing on July 1, 2044 with
an interest rata of 4.25%

31

Dacombor 31

2022 2021
740,095 751,845
13,265 15,470
69,725 69,725
70,555 70,555
70,850 70,550
7,033 7,438
670,615 679,135
129,825 129,925
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Becember 31
2022 2021

Rabert Wood Johnson University Hospital Issue, Series

2014A $11,075 serial bonds maluring thraugh 2034

with an interest rate of 5.00%; $45,210 term bonds

maturing from 2039 to 2043 with an interest rate of

5.00% $ 56,925 55,925
Robert Wood Johnson University Hospltel Issue, Series

2013A $9,230 serial bonds maturing through 2023

with interest rates ranging from 3.00% to 5.00%:;

$93,285 term bonds maturing from 2024 to 2043 with

Interest rates ranging from 5.25% to 5.50% 95,765 88,125
Bamabas Health Issue, Senas 2012A serial bonds
maturing through 2022 with an interest rate of 5.00% — 9,000

RWJ Bamabas Health, Serles 2019 serial bonds

maturity through July 1, 2049 vith an Interest rate of

3.48% 302,333 302,333
RWJ Bamabas Heslth Prvate Placement Taxable

Netes, Serfes 2018 maturing through July 1, 2044

vith Interest rates ranging from 4.04% lo 4.40% 300,000 300,000
RW. Barnabas Health Taxable Revenue Bonds, Sarias

2016 $100,000 maturdng July 1, 2026 with an interas|

rate of 2.954%:; $394,952 maturing July 1, 2046 with

an Interest rale of 3.949% 494,052 494,952
Bamabas Hoalth System Taxable Rewnue Bonds,

Series 2012 term bonds maturing on July 1, 2028

wdth an interest rate of 4.00% 81,240 81,240

Total Master Trust Indebtedness 3.101,978 3,136,218

Notas payable H —_—

Financa leases with vardaus Interost rates 155,763 32,166

Tolal long-term debt 3,257,775 3,168,384

Plus unamortized bond premium 205,371 218,751
Less:

Unamortized bond discotnt 945 1,160

Defemed financing costs, net 18,334 19,572

Current portion 42,948 38,468

Lang-term portion $ 3,400,919 3,327,935
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Under the terms of the Master Trust indenture (MTI), Barnabas Health, [nc., Children's Specislized Hosplial
{CSH). Ciara Maass Medical Center, Community Medica! Canter, Jersay Cily Madical Center, Menmauth
Medical Center (including Monmouth Medlcal Canter, Southern Campus), Nevsark Belh Israe! Medical
Center, RWJ Barnabas Health, Inc., RWJUH, Robert Wood Johnson University Hospital at Hamilton,
Robert Wood Johnson Universily Hospital Rahway, and Cooperman Barnabas Medical Centar (CBMG),
formerly known as Saint Bamabas Medical Center, are members of an Obligaled Group. Substantially all of
the Corporation's debt Is subjact to the provisions of the MTI.

To secure its payment obligations, the Obligated Group has granted to the Trustee a first lien and security
interest in the gross revenue of each member of the Obligated Group.

Obligated Group members are Jolnlly and severally llable under the MTI. The Corporalion does have he
right to name designated affillates. Though designated affiliates are not obligated to mske debt senvice
payments on the obligations under the MTI, the Corporation may cause each designatad affillate to transfer
such amounts as necessary to enable the Obligated Graup members to comply with the terms of the MTI,
Including payment of the outstanding obligallons.

The Corporaticn's Obligated Group Is required to malntain cerain financial covenants in connaction with
the NJHCFFA and credit arrangements with a consoriium of banks, Including JPMargan Chase Bank, N.A.
(JPMorgan), TD Bank and U.S. Bank.

On August 19, 2021, the Carporation legally defeased all of the outslanding New Jersey Heallh Care
Facilities Financing Authority Revenue and Refunding Bonds, Bamabas Health Issue, Sarias 20124 that
mature on and afer July 1, 2023. The principal amount of the defeased honds was $81,250. U.S, Bank
Natlanal Asseciation is the bond trustee and escrov agent. The principal amount of the remaining

Series 2012A Bonds that was not defeased Is $9,000 and was called for redemption an July 1. 2022 with
accrued interest. The transaction resulted in a gain an extinguishment of debt of $702 v/hich is recorded in
other, nat within nonoperating (expenses) ravenue.

On Seplember 30, 2021, the Obilgated Group Issued New Jersey Health Care Faclities Financing
Authority, RWJ Bamabas Health Revenue Bonds, Series 2021A in the amount of $751,845 as obligations
under the MT1. These bonds mature on July 1, 2051 and conslst of principal of $351,355 and $400,490 In
Serial and Term Bonds, raspectively. Serlas 2021A was Issued al a premium of $118,458 for 8 tolal source
of funds of $870,301. Principal paymenls are due annually on July 1 and interest payments are due
seml-annually until maturity. The bond praceads are used to fund the construction of the Rutgers CINJ as
wall as various other capital projects.

On January 27, 2022, in cannection with the Definilive Agreement, the Carporation legally defeased all of
the ouvtstanding NJHCFFA Refunding and Revenue Bonds, Trinltas Regional Medical Center Obligated
Issue, Sorlas 2016A and all of tho outstanding NJHCFFA Refunding Bonds, Trinltas Regional Medicat
Center Obligaled Issue, Series 2017A, The total payment for the defeased bonds was $72,252. The
transaction resulted in 2 loss on extinguishment of debt of $2,551 which is recorded in other, net within
nonoperating {expenses) revenue.
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The Corporallon has entered Into fonvard interest rate swap agreements vith JPMorgan, Bank of America,
and U.S. Bank, respectively. Under the terms of these agreements, the Gorporation Is payling fixed interest
rates ranging from 0.90275% to 1.3625% In exchange for varlabls rate payments equal ta 70% of the
effective Federal funds rate. Tha notional amounts on these swap agreements are tied to the outstanding
principal on the underlying band series. The Corporation has the option to terminate the intorest rata swap
agreements on or befare July 1, 2034, As of December 34, 2022 and 2021, the falr value of the Interast
rate swap agreements, net of a credl( value adjustment of $4,231 and $1,103, was $386,540 and $6,145,
tespactively, and is included in.other assels, net.

On March 31, 2022, the Carporation entered Into a sscured revolving promissory note (the Nota) for the
principal amount of $50,000 with JPM for routine working capltal neads. Tha Note contalned an accordion
feature that allowed the Corporation to Increase the loan by an additionatl $50,000. The terms of the Note
Include a commitment fee of 0.12%, The Interest rale is based on an adjusted term SOFR Rate for the
interest period plus 0.65% per annum. As of December 31, 2022, $5,026 of the Note was used In the form
of standby letiors of credit (LOC) that provides liquldity support for the Corporation’s sell-nsured workers®
compensallon and other programs. There was no cash drawn from the Note during the term. The Nole
expired on March 30, 2023 and was replaced with a $50,000 secured revalving promissory note {New
Note) with JPM explring on April 1, 2024. The tarms of the New Noto have not changed fram the prior Note.

Scheduled maturities on long-term debt and future minlmum payments on finance lease obligations at
December 31, 2022 are as follows:

Long-torm Finance
dabt laases Total

2023 $ 37.745 10,060 47,805

2024 45,697 9,502 55,199

2025 46,058 9,579 55,637

2026 132,596 9,684 142,290

2027 53,382 8,618 62,000

Thereafler 2,786.534 196.425 2.982.859

Totat 3,102,012 243,878 3,345,890

Pius unamortized bond premium 205,371 — 205,371

Less:

Amounl represonting Intorest on finance

lease obligations — 88,115 88,115

Unamorlized bond discount 945 — 945

De'erred finaneing costs, nat 18,334 —_— 18,334

Cument portion 37,745 65,203 42,948

Leng-ferm portion $ 3,250,359 150,560 3,400,918
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{11) Employee Benefit Plans
The Corporatlon maintains a single noncontributory defined-benefit plan, the RWJ Bamabas Health
Retirement income Plan (the RWJBH Pian), Participation in the RWJBH Plan is closad to new entrants and
Is currently frozen to future benefit accruals. Benefits undor the RWJBH Plan are substantially based on
years of service and employee's career earmings. The Corporation will contribute to the RWJBH Plan
based on actuarially determined amounts necessary to provide assels suffieiant to maet anticipated benefit
payrments to plan patticipants and to meet the minimum funding requirements of the Employee Rellrement
Incoma Securily Act of 1974, as amanded by the Penslon Proteclion Act of 2006, and Infernal Revenue
Service regulations.

In March 2022, the Administralive Commiltee of the Board of Trusleas approved a plan to offera single
payment (lump sum), In lleu of the annuity benefil, to former vested employaes in the RWJBH Plan vith
acerued benefils. ASC 715, Compensation — Relirement Benefits, requires setflement accounting whan
lump sum payments exceed the sum of service cost and interest cost for the plan year. When applying
seltlement accounting, the plan must recognize a portlon of the unrecognized galns or losses as a ona-lime
charge. The portion of the unrecognized gain or loss that Is recognized immediately is equal to the
percentage of the obligation that is settled, Since the RWJBH Plan’s lump sum payments of §49,211
exceeded the 2022 service and Interest cost of $31,90, saltlemant accounting was required for the 2022
plan year. As a rasult, there was a one-time charge 1o non-operaling expenses of $15,654 in 2022,

GAAP requiras recognition on the balance sheet of the funded status of defined-benefit pension plans and
the recognition in net assels without danor restrictions of unrecognized actuarlal gains and losses and pilor
service cosls and cradils. The funded status Is measured as the difference between the falr value of the
RWJBH Plan's assats and the projacted benefil obligation of the RWJBH Plan,

Included in net assels without donor restriclions at December 31, 2022 and 2021 are the following amounts
that have not yet been recognized in net periodic pension cost: unracognized prior service cost-of
approximately $2,312 and $2,431, respectively, and unracognized actuarial losses of approximately
$261,491 and $284,651, respectively, Unrecognized prior service cost is the impact of changes In plan
benefits applied retrospectively to employee service previously rendered. Unraecognized actuarlal losses
represent unexpected changes in the projected banefit obligatian and plan assels over time, primarlly due
to changes In assumed discount rates and investment experience. Using the measurement date of
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December 31, the following table sels forth the funded status of the RWJBH Plan and the amounls
recognized in the Corporalion’s consolidalad financlal stalements:

Decombor 31
2022 2021
Changes in benefit obligation:
Benefi obligalion at beginning of period $ 1,072,292 1,128,203
Interest cost 31,990 30,703
Actuarial (gains) losses (186,554) {19,011)
Benefits paid and expenses (45,236} {67,603)
Setllements {49.211) o
Benefit obligation at end of year 823,281 1,072,292
Change in plan assets:
Fair value of plan assats at beglnning of period 1,043,274 1,096,738
Actual return on plan assels (178,872) 8,739
Employer contributions — 4,400
Benefits pald and expenses {45,236) {67,603)
Sattlements {49.211) —
Fair value of plan assets at end of year 769,855 1.043,274
Funded status — accrued pension liability $ (53,32@_ (29.018)

The acluarlal gain in 2022 resulted in an overall decrease in the Decembar 31, 2022 projected benefit
obligation of approximately $186,554, which was primarlly altributable to an increase In the discount rate
assumption from 2021 to 2022.

In 2022, there was nio change lo the montality assumption. During 2021, the Soclely of Actuaries published
updated mortality table MP-2021. The Corporatlon ulllized the updated mortality lables resulting in an
increase in the projectad benefit obligalians in tha amount of $3,900 at Decembor 31, 2021.

The acluarially computed net periodic pension cast for the years ended December 31, 2022 antl 2021
Included the following companants, which are includad in ather noneperating revenue, net

2022 2021

Interest casts 3 31,880 30,703
Expecled retum on plan assels (35,460) (34,798)
Amortizallon of actuarial loss and prier senice credit 7,091 6,520
Seltlement loss 15,654 o~
Net periadic pensicn cost § 19,275 2424

e mm——— ———r—ea |
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The prolected untl credit methad is the dctuarial cost method used to compute pension exponse.

The weighted average assumptions used in dotormining the net porlodic pension cost was discounl rates of
3.09% and 2.82%, an oxpsclod long-term rate of relurn on plan assets of 3.55% and 3.30% and the
vialghtad average Inlerast crediting rate for cash bafance plans was 2,25% (ar the years ended

December 31, 2022 and 2021, respaclively,

The welghted average assumptlon usod In the accaunting for the projected benefit obligation was:a
discount rate of 5.82% and 3.00% and the welghted average interest crediling rate for cash batance plans
was 4.78% and 2.25% as of December 31, 2022 and 2021, respectively.

Expected bonefit payments by vear, as of Decambeor 31, 2022, ara as fallows:

2023 5 69,804
2024 73,869
2025 75,822
2026 77,301
2027 75,200
2028-2032 332,887

The consolidated assats of the RWJBH Plan are managed under a liability-driven investment

(LDI} strategy. Under the LD strategy, the oxpected rate of return on plan assels al Dacember 31, 2022 s
based upon the assumption that plan assels will be invested primarily In fixed income and cther relatad
securllies based upon their ability to perform similarly to the characteristics of the plan liabilitios over tima.

The following tables present the Corporation’s fair value hiararchy for those penslen plan assets measured
al fair valus as of Decembar 31, 2022 and 2021. At Decamber 31, 2022 or 2021, the Corporation held no
Level 3 assets.

Doecomber 31,2022
Falr valuo Covol 1 Toval2 Lavala NAV
Cash and cash equivalonts H 19,184 19,184 — —_ —
Cosporate honds 361,343 - 361,343 - -
Gowmmont bonds 131,828 — 131,828 — —
Bond funds 87,133 — 87,133 —_— —_
Bank loans 6,568 - 6,568 — ~—
Other investments 13,535 - 13,535 — -
Alemativa investments 150,364 — —_ - 150,364
S__ 769955 19,184 600,407 — 150,364
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Decembor 31,2021
Fair valun Laveld Laval2 Lovel3 NAV
Cash and cash equivalenis $ 90,654 90,654 —_ — -
Corporale bonds 471,512 - 471,512 — -
Govemment bonds 143,439 — 143,439 — —
Bond funds 143,710 —_ 143,710 — —
Bank foans 6,891 - 6,891 — —_
COtherinvesiments 13,728 - 13,728 - —_
Alternative Invastments 173,340 — — — 173,340
S _1.043.274 90.654 778.280 — 173,340
el e, ot

The asset's fair value measurement leve! vithin the fair valuo-hlerarchy is based on the lowast level of any
input that Is significant to the falr value measurement, Valuation technlques used nead to maximize the use
of observable inputs and minimize the use of unobservable inputs,

Altemative investments include private equity Investments, hedge funds, and other.

2022
Carrying Unfundod Rodomption Rodomption
Doscription of Investment valug commitment {fraquency tice required
Hedge fund $ 10,172 — Semi-annually 90 days
Private equity 66,503 82,989 —_ e
Other 73,689 — — —
$ 150,364 82,989
2021
Carrylng Unfunded Rodemption Redemption
Description of investment value cammitment frequency notice requlred
Hedge fund $ 33,607 — Semi-annually 90 days
Private equity 75,875 101,905 e —
Other 63.858 — —_ —
g 173,340 101,805

Tha Corporation maintalns multiple defined-conttibution retiromaont plans for its.employses. Benefit
expense for thase plans for the years ended December 31, 2022 and 2021 was $80,459 and $84,392,
respectively. The Corporation also has several supplemental executive relirement plans for certain key
Individuals. Tho plans wers funded during 2622 and 2021 based upon the henefit formula as outlinad In the
plan documents.
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(1) Leases

(in thousands)

Tha foliowing tablo prasents the componants of the ROU assats, Nabilities, and expenses ralated to leases
and thelr classification In the consalidated balance sheets and statements of aperations.as of and for the
years ended December 31, 2022 and 2021:

Gomponants of loasa balances

Assels:
Operaling lease assets
Finance lease assels

Tolal leased assets

Liabllities:
Operating lease liakilities:
Current
Leng tem

Talal operating lease liakilities

Finance lease liabililes:
Current
Long temm

Total finance leas liabilitios

Total lease liabilities

Components of lease expense

Operating lease expense

Finance lease expense:
Amortization of leased assels
Interest en lease fiabllitles

Tolal finance fease expense
Vatlable and shoil-term leasa expensa

Tolal lease expense

Classification in consolidated

halanco shoals 2022 2021
ROU asset $ 262,886 258,089
Property, plani, and equipment, net 154,385 31,876
3 417,272 289,565
Loase obligations S 47,693 37,942
Lease obligations, nel of cumant
pation 236,923 234,433
284,616 272,375
Long-tenm debt 5203 4,228
Long-tern debt, net of current
portion 150,560 27.938
155,763 32.166
$ 440,379 304.541
Classification In consolldated
statements of opsrations 2022 2021
Other operating axpenses S 58,576 §6,249
Deproclation and amortization B, 118 3.804
Inferast 4,614 1,138
12,7132 4942
Cther aperating expenses 20,8M4 15,347
5 93,302 76,538
29 (Contlinued)
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The Corporatlon delermines if an arrangement Is a lease at the inceplion of the contract, The ROU assets
represent the Corporation’s right (o use the underlying assels for the lease term and the lease liabilities
represent the Corporation's obligalion to make lease payments arlsing from the Ieases. ROU assets and
leaso labililies are recognized at commancement date based onthe prasent value of lease payments over
tha lease ferm. An estimated fncramental bomawing rate, which is derived from information available at the
lease commencement date, is used to determine the present value of lease paymenls. The incremental
borrawing rates for the portfolio of leases are based upon indicative horrowing rates for taxabla debt with
terms that carrespond to the varlous lease terms.

The Comporation's operaling leases are primarily for real estate, including medical office bulldings, and
corporate and othar administrative offices, as well as medical and office equipment. Financa leases ara
primarlly for real eslate and medical equipment. Real estate lease agreaments typleally have inltial terms of
5 1o 10 years, and equipment lease agreements typically have initlal terms between 2 and 5 years. The
Corporation has certaln long-term land leases whose orlgina! terms range from 50 to 98 years. Leases with
an initfal term of 12 months or less (short-term leases) are not recorded in tha consolidated balance shaels,

Real estale leases may include ane or more optlons ta renew, v/ith renewals that can extend the lease term
from 1 to 20 years. The Carporation has the optlon to renew its land leases that can extend the lease term
significantly. The exerclse of lease renewal options is at the Corporation's sole discretion. Renawal aptlons
are assessed at the commencement date, modification date, and when a reassessment even| has
aceurred, The renawal option Is included in the l2ase term when it is reasonably certain to be exercised,
Certain leases also include options to purchase the leased property. The useful life of assets and leasehold
improvements are limited by the expected lease term, unless there is a transfor of tille or purchase option
reasonably earlaln of exercise,

Centain {ease agreemenis for real estale include payments based on actual common area maintenance
expenses. These variable lease payments are recognized In other oparaling expanses, nal, but are not
Included In tho ROU asset o liabliity balances. Real aslate leases generally include rental escalation
clauses that ars factored into the determination of lease expense when appropriate. Escalations based on
an index, such as the Consumer Price Index, are eslimated at the commencement date and differences to
tha initial estimate are troated as varlablo leaso paymonts, Tho lease agreaments do not cantain any
material resldual value guaranteas, restrictians, or covenants.

The Corporatien has elected the practical expedient that allows lessees to choose ta nol separate lease
and nonlease components by class of underlying assel and Is applying this expedlent to all reat astats
asset classas. The Corporation elacled {he praciical expedient package to not reassess at adoption

(i) whather explrad or existing conlracts contain leases undar the new delfinition of a lease, {ii) lease
classification for expired or existing leases, or (iii) whelher previously capitalized initial direct costs would
qualify for capitallzation under Toplc 842.

Subleass Income Is included in othar revenus In the consolidated statements of uperations and amounted
to $4,074 and $4,981 for the years ended Decaember 31, 2022 and 2021, respectively.
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The welghted average lease terms and discount rates for operaling and finance leases at December 31,
2022 and 2021 are presented in the following table:

2022 2021
Welghted average remalning lease torm:
Operating loasos 10.3 years 10.2 years
Finance leases 24.8 years 10.5 years
Welghted awerage discount rate:
Operaling leases 3.80 % 3.40%
Finance leases 3.40 3.96

Cash fiovs and other information related to leases is includad in the followlng table for the years ended
Dacomber 31, 2022 and 2021:

2022 2021
Cash paid for amounts included In the measurement of lease
liabllities:
Operating cash ouiflows from operating leases $ 53,888 53,097
Operating cash Inflows from operating leases —_ 1,647
Operating cash outlows from finance leases 4.614 1,138
Financing cash cutflows from finance irases 5,647 4,955
ROU assels abtalned in exchange for lease obligations:
Operating leases 3 7,324 19,469
Finance leases 125,243 2,739
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Future maturlties of loase liabllities at December 31, 2022 ate presentad in the following table:

Operating Finance
leases leases Total
2023 $ 53,578 10,060 63,639
2024 46,810 9,502 66,312
2025 39,759 9,579 49,338
2026 35,033 9,694 44,727
2027 31,867 8,618 40,485
Thereafter 157,131 196.425 353,556
Total lease payments 364,179 243,878 608,057
Less imputed interast 79.563 88,115 167 678
Total lease obligations 284,616 155,763 440,379
Less current obligatians 47,693 $,203 §2,896
Long-temm laase obligations % 236,923 150,660 387,483

(13) Commitments and Contingencies
(a) Professional and General Liabifitles

Gommerclal Professienal Insurance Co. Ltd. (CPIC), is an off-shore captiva insurance company located
In Bermuda, which wiltes professlonal liability, comprehensive general liablilty, and other casually lines
of business for the Corporation and its alfillates; CPIC is a wholly owned affiliate of CBMC and Is
consolidated in the accompanying consolidated financial stalements. Investmants and other assats
malntalned by CPIC are reported in assels limited as to use under oxtarnally dasignated or restrcted
assels In the consolidated balance sheels. The Corporation has eslimated a range ol losses for its
potential liabllity for professtonal liabilily, comprehensive generat liability, and other casualty lines of
business related to CPIC based upan ils own past experiance and Indusliry experlence data. Those
eslimatas Include ultimate costs for unreporied Incldents and lossas nal covered by cutrent insurance
limits on a present value basls.

Faor palicy years beginning July 1, 2004, CPIC pravides payment of clalms on a reimbursement basls
for the Corporation's self-insurance program. For prafessional liabllity, the mast recant Iimits are

51 million for each medical Incldent v/ith a §3 million agaregate for CSH clalms, $10 millian for each
madical incident with no aggregate for all other facilities, and a buffer tayer of $5 millon for each
medical incident with an annua! aggregate limit of $5 milllon. For general fiahility, the limit s $1 million
for each and every general liability oceurrance with no aggregate. Prior to July 1, 2018, the Corporation
purchased excess coveraga af $150 milllan {ram various carriers for amounls In excess of CPIC's
retalned limits. Beginning July 1, 2018, the excess coverage s funded through CPIC. CPIC purchases
reinsurance through various carriers.
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Prior to December 31, 2018, cerlain affiliales of the Corporallon were Insured through Systems and
Afiiliated Members Limited (SAAML). In February 2017, CPIC and SAAML finalized a merger, with
CPIC as the survlving company, at which time all afiiliates were insured by CFIC. CPIC issues policles
providing professional liabllity and comprehensive general liabllity coverags for all the Casporation's
affiliates and subsidiaries under a combined insurance program,

At December 31, 2022 and 2021, tolal liabilities, which Include tali coverage, were $378,320 and
$334,286, respectively. The llabilllies have been discounted at 2.5% and are Included In self-insurance
liabilitles in the accompanying cansolidated balancs sheets. The undiscounted liabllily was $400,304
and $354,586 as of December 31, 2022 and 2021, respeclively. The liabilities also Include $42,607 and
$38,765 of clalms at December 31, 2022 and 2021, respeclively, which are expected lo be relmbursed
by CPIC, Such amounts ara included In other assets, net, in the accompanying consolidated balance
sheels,

Workors' Compensation

The Corporation is self-insured for the majorlty of workers’ compensation benefils and hasa
cammercial insurance policy excass of $1,000 each and every clalm. At December 31, 2022 and 2021,
the accrual for estimatad workers’ compensatlon clalms includes estimates of the ultimate costs for
both reported claims and claims incurred bul not reported and totaled $65,315 and $59,812,
respectively. Tho liablilties alsc include $11,034 and $10,616 of claims as of December 31, 2022 and
2021, respactlvely, which are expected to be reimbursed by the excess carrier, Such amounts are
Included In other assets; net. The Corporation’s abligation {o pay werkers' compensation benafits from
the runoff of a legacy workers' compensalion program, which ended in 2013, Is supportad by an
unsecured leller of credit in the amount of $4,850 (note 10),

Employea Health Insurance

Thae Corporation maintains self-insured employes health bensfit programs to provide coverage for its
employees. At December 31, 2022 and 2021, the accrual for estimated employee health Insurance
claims includes estimatas of the ultimate costs for bath reparted clalms and clalms Incurred but not
reported of approximately $38,840 and $31,083, respectively, and is Included in self-insurance
liabllities in the consclidated balance sheels.

Litigation

Varlous invesligations, lawsults, and claims arising In the normal course of operations are pending or
on appeal against the Corporation, While the ultimate effact of such actions cannot be determined at
this time, it is the opinfon of management that the Nabllities that may arise from such actions would ot
materially affact the censalidated financial position or resufis of operations of the Corparation.

EHR Platform

The Corporation entered Into an agraement with EPIC to deploy an integrated Elactronic Health Record
(EHR} with supporting ravenus cycle, data analytics, and consumer-facing digital capabliitias. When
completed, this integration will, among other things, establish one EHR across ali- ambulatosy sltes lo
support the abllify to manage physicians as one Integrated praclice and support the consolidation of the
varlous ravenua cycle systems to an integrated solution.
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The Implementation vl be done In phases. The first go-live was completed in May 2021. The
anticipated complelion date of the entira project Is 2024. Through Dacember 31, 2022, the Corporation
has incurred approximalely $500,000 In caplial and operating costs and anticipates spending an
additional $250,000 to complele the project.

() Other
Approximately 23% of the Corporation's employees wern coverad by cellacliva bargaining agreemenls
for the years ended December 31, 2022 and 2021, of which 14% expira in the next year,
(14) Functional Exponses

The Corporation gravides general healthcare services primarily to residents within ils geographic area and
supports rasearch and educational programs. Expenses are allocaled based on estimated time and effort
contingent upon the location andfor spaclally the expense was incurred. Expensas related 1o providing
these services and supporting functions are as follows for the years ended December 31, 2022 and 2021;

2022
Healtheare Genoral and
services administrative Total
Salaries and wages S 2,532,797 498,283 3,031,080
Physician fees and salaries 855,555 95,062 950,617
Employee benefits 502,334 95,683 598,017
Supplles 1,302,740 18.921 1,321,661
Other 1,016,746 480,738 1,497,484
Interest 93,297 13,189 106,486
Depreciation and amortization 259,143 44,082 303,225
Total $ 8,562,612 1,245,958 7.808,570
2021
Healthcare General and
sarvices administrative Total
Salaries and \wages $ 2,121,803 346,088 2,468,781
Physician fees and salaries 665,905 73,990 739,895
Employee benefils 435,083 70,828 505,911
Supplies 1,216,644 3,603 1,220,247
Other 948,989 298,564 1,247,553
Interast 87,403 13,580 100,983
Depreciation and amortization 227,647 43,377 271,024
Total $ 5.703.474 850,930 8,564,404
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(15) Investments in Joint Ventures

Corporatlon has Investad in a number of jaint ventures to provide speclally heallthcara services. These
services include surglical, diagnostic imaging, home care and hosplce, rehabllitation, medical
transporiation, and filness and wellness programs. The Invesiments range from 25% to 51% ownership.
The Corporation does not exerclse aperating contral over these Investiments; accordingly, they are
recorded under the equlty method of accounting and report.only the Corpotation’s share of net income
attributabls to the investee as equily In earnings In other revenus in the accompanying consolidaled
statements of operatlons. Financial informalion for the equity methad investeas for tho yoars ended
December 31, 2022 and 2021 includes net operating ravenue of $1,034,026 and §854,785, net income of
$252,666 and $231,400, and net income atiributabla la the Corporation of $92,991 and $84.396,
respectivaly. For the yaar ended December 31, 2022 and 2021, the Corporation invasted capital of $72,974
and $180,343 In jolnt ventures.

As disclosed innote 1, effective July 1, 2022, the Corporation purchased an additional of 33.55% equity
interest in JAG-ONE for $73,688 and oblained operatlonal control over the entity. As a result of the change
In cantrol, the equity investment of $54,431 was reversed resulting In a gain of $32,540 which is included in
other, net within nonoperaling {expenses) revenue.

Total investments in joint venturas amounted 1o $552,789 and $521,268 at December 31 2022 and 2021,
respectivaly. These amounls are included in other assets, net in the consalidated balance sheets.

(18) Affitlation with Rutgers, The State Univorsity of Now Jorsoy

The Corporation, Ruigers, the Stale University of Naw Jersey (Rulgers), and Rutgers Health Group
{RHG) entered Into a Master Affiliatian Agreement (MAA) In 2018 with the goal of integrating medical
education, advanced research and healthcare delivery.

The MAA requlres reciprocal commitments and the alignment of aach panty's raspective sifategic,
operalional, and financlal Interests, and activitios as part of a coordinated and muluatly supportive
academle health system. The Corporation and Rutgers have executed on slralegles contemplated In the
MAA including Integrating the ¢linical operations of the Faculty of Robert Woad Johnson Madical Sehool
(RWUMS) and the Rutgers CINJ through Integrated Practice Agreements (IPA). Under the terms of these
agreements, Rutgers will continua'io employ previders and certaln support staff, but the Corporalion is
responsible for the operations of tha clinical practices and related financis! results, This Included
eslablishing a unified medical records system across the Corparation's entire medical group {including
RWJIMS and CiNJ) and crealing a unified and Integratad patient experience.

As of Decamber 31, 2022 and 2021, the Carporation owed Rutgers $211,935 and $92,404, net,
raspeclively, under the MAA and IPA agreements. These amoun!s are Included In accruad expenses and
other liabilities In the consolidated balance sheals.
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(17} AHiliations

(18)

The Corparation and Salnt Peler's Healthcare System (SPHCS) had entered info a Definitive Agreement
on Seplember 10, 2020 {o integrate the two healthcare systems. On June 14, 2022, the Corporation
mutually agreed with the leadership of SPHCS to end tha proposod transaction. In accordanco with the
Definitiva Agraamaent, tha Corporation Incurred & $30,000 break-up fee In conneclion with the termination of
this transaclion. The amount is recorded as nonoperating (expenses) revenue In the consalldated
stalement of operations,

Subsequent Everits

Managsment evalualed all events accurring subsequent to Decamber 31, 2022 and through May 5, 2023,
the date the consolidated financial statements were available to beissued, The Corporalion did not have
any material recagnizable subsequent avents during the period, excepl as praviously disclosed.

45
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