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Children’s National Medical Center, Inc. Organizational Chart
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Exhibit 2
Children’s National Medical Center: At a Glance (2017)



\
Childrens National.

At A Glance
2017

About Children’'s National

Children’'s National Health System, based in
Washington, D.C., has been serving the nation's
children since 1870. Children’s National is #1
for babies and ranked in every specialty
evaluated by U.S. News & World Report
including placement in the top 10 for: Cancer
(#7), Neurology and Neurosurgery (#9)
Orthopedics (#9) and Nephrology (#10).
Children’'s National has been designated two
times as a Magnet® hospital, a designation
given to hospitals that demonstrate the highest
standards of nursing and patient care delivery.
This pediatric academic health system offers
expert care through a convenient, community-
based primary care network and specialty
outpatient centers. Home to the Children's
Research Institute and the Sheikh Zayed
Institute for Pediatric Surgical Innovation,
Children’s National is one of the nation's top
NIH-funded pediatric institutions. Children's
National is recognized for its expertise and
innovation in pediatric care and as a strong
voice for children through advocacy at the
local, regional and national levels.

Components of Children’'s National:

= The Sheikh Zayed Campus for Advanced Children’s
Medicine features an acute care hospital with 313 beds;
a Level [ pediatric trauma center, which serves
three states; and a critical care transport program via
ambulance, helicopter and fixed-wing airplane

= Seven outpatient centers that provide specialty
care around the region, including an Ambulatory
Surgery Center

= Children’s National Specialists of Virginia, LLC, a private,
physician office-based practice affiliated with
Children’s National

= Pediatric Specialists of Virginia, LLC, a joint physician
practice with Inova Health System to enhance access to
specialty care for children in Northern Virginia

= A primary care network that includes health centers
within the District of Columbia and Children’s
Pediatricians & Associates (CP&A) throughout Maryland
and the District of Columbia

= Children’'s National Health Network with 1,400 affiliated
pediatricians

s Children’'s Research Institute, a leader in basic and
clinical research programs

= Two large emergency departments, located at the main
campus and on the United Medical Center campus

= Other programs that focus on school health services,
mobile health services, community partnerships and
safety campaigns
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Care

ANNUAL HOSPITAL

Average lengthofstay .............. 6.3 days

ADMISSIONS . )
Number of unique patients........... 218,958
14: 895 Patients from Washington, D.C. ......... 25.7%
Patients from Maryland ............... 55.62%
Patients from Virginia. . . ............... 15.62%
Otherpatients . ..................... ... 3.06%

TOTAL
OUTPATIENT VISITS

450,080

77,117 visits to off-campus outpatient clini

103,823 visits to Children’s Health Centers
120,484 visits to Emergency department

LABORATORY
TESTS
PERFORMED

1,140,585

SURGICAL
CASES PERFORMED

16,718

MORE THAN

97,000 +ours

OF SERVICE DONATED

21,331

VOLUNTEERS.

IN 2015
CHILDREN'S NATIONAL
PROVIDED

$108,011,207

IN COMMUNITY BENEFIT.

EMPLOYEES

6,647

Cs

137,192 visits to on-campus outpatient clinics

11,464 visits to Children’'s National Specialists of Virginia, LLC

Sheikh Zayed Campus for Advanced Children's Medicine 14,507
Ambulatory Surgery Center in Montgomery County 2,211

Nurses................. 1,746  Employees by work state at a
Physicians (including faculty Children'’s National site

and clinical associates). . . . . ... . 574 pc. . 5,825
Physicians in training. . . . . 27 ™MD .. 754
Other.................. 4,052 VA 68%

FTEs (full time equivalents). 5,849

2,010

PATIENTS FROM 2 1

COUNTRIES AROUND THE
WORLD SOUGHT CARE AT
CHILDREN'S NATIONAL
THROUGH THE GLOBAL
SERVICES PROGRAM.

DIAGNOSTIC
IMAGING PROCEDURES
PERFORMED

123,554

IN 2015,
CHILDREN'S NATIONAL
PROVIDED

$63,684,706

IN UNCOMPENSATED
CARE

Employees home state

DC. ... 1,602
MD .. ... 3,928
VA. 976
Other.................... 141

*Children's National employed an additional 274 employees as a part of Pediatric Specialists of Virginia, LLC
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Research

There are more than 1,100 active clinical research
projects conducted at Children’s National.

More than 66.84 percent of Children'’s research funding
comes from federal agencies, including 54.67 percent
from the National Institutes of Health (NIH). Children’s is
ranked seventh in the country for NIH pediatric funding.

Children's researchers are investigating a multitude of
pediatric diseases and novel treatments, including:

ADHD

Airway and lung diseases
Asthma

Autism

Bleeding disorders

Brain and spinal cord
injuries and protection

Childhood cancer,
including blood, kidney
and brain tumors

Cerebral palsy
Congenital heart disease

Drug and device
development

Epilepsy
Fetal medicine
HIV/AIDS

Immune therapy

Education

Inborn errors of
metabolism

Infectious disease
Inflammatory disease

Intellectual and
developmental disabilities

Mental health
Muscular dystrophies

Neurofibromatosis

Obesity and type 2
diabetes

Pain medicine

Renal disease

Renal tumors

Sickle cell disease

Stem cell transplantation
Traumatic brain injury

Urea cycle disorders

Clinical training is provided to 120 pediatric
residents and 170 fellows and other graduate

trainees each year.

Every year, pediatric training is provided for
approximately 186 third-year medical students
from the George Washington University (GW),
120 third-year medical students from Howard
University and 200 fourth-year students from
GW and other medical schools.

(Most facts and statistics on these pages are based on
Fiscal Year 2016, community benefit and uncompensated
care are calculated from Fiscal Year 2015.)

CLINICAL TRAINING IS

PROVIDED TO 120

PEDIATRIC RESIDENTS AND

ACTIVE
CLINICAL RESEARCH
PROJECTS

1,100

165

SCHOOL BASED
NURSES

170 FELLOWS AND

OTHER GRADUATE TRAINEES
EACH YEAR.

Advocacy and Community

Safe Kids Worldwide, launched by Children’s National in
1987, works to prevent accidental childhood injury, the leading
cause of death in children 14 years and younger, through a
global network of organizations. Our local coalition, Safe Kids
District of Columbia, has performed a total of 972 car seat
inspections in fiscal year 2016.

The Child Health Advocacy Institute (CHAI), launched
at Children’s National 10 years ago, focuses on child-centered
policies and works to address community health needs
including mental health and health literacy. In partnership
with community organizations, government agencies and
individuals, CHAI supported over 90 programs and activities
in fiscal year 2015, providing more than $100 million in
community benefit.

Children's School Services (CSS) provides the operational
oversight and management of school nursing services in the
District of Columbia Public Schools (DCPS) and DC Public
Charter Schools (DCPCS), with oversight from the District of
Columbia Department of Health. The 165 school-based
nurses in the Children’'s School Services Program (CSS) had
more than 482,607 health encounters with District of Columbia
public school and charter students during the 2015-2016
school year.

childrensnational.org 1-888-884-BEAR
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Clinical Specialties and Programs

Adolescent and Young Adult Medicine
Allergy and Immunology

Center for Cancer and Blood Disorders ¢
- Blood and Marrow Transplant
- Hematology
- Oncology

Children’s National Heart Institute
- Cardiac Anesthesiology
- Cardiac Critical Care
- Cardiology
- Cardiac Surgery

Children's Pediatricians & Associates
(CP&A)

Child and Adolescent Protection
Complex Care Program

Critical Care Medicine

Dermatology

Diagnostic Imaging and Radiology

Ear, Nose, and Throat (Otolaryngology)

Emergency Medicine and Trauma
Services

Endocrinology and Diabetes
Ethics Program

Fetal Medicine Institute

General Pediatrics
- Children’s Health Centers
- Healthy Generations Program
- Mobile Health Program

Hospitalist Medicine
Infectious Disease
Laboratory Medicine
Neonatology -

Nephrology «
Neurofibromatosis Institute

Center for Neuroscience and
Behavioral Medicine
- Brain Tumor Institute
(Neuro-Oncology Program)
- Epilepsy, Neurophysiology, and
Critical Care Neurology
- Genetics and Metabolism
- Hearing and Speech
- Neurodevelopmental Pediatrics
- Neurogenetics
- Neurology
- Neuropsychology
- Neurosurgery
- Respiratory Care Services
- Spina Bifida/Spinal Defects Program

Obesity Institute
- IDEAL Clinic
- Weight-Loss Surgery Program
(Bariatric Surgery)

e Denotes specialty is top-ranked nationally by U.S. New & World Report

BEST

CHILDREN'S
HOSPITALS

Children’s National Health System
111 Michigan Ave NW
Washington, D.C. 20010

BEST

CHILDREN'S
HOSPITALS

Oral Health

Pathology
Pharmacy
Psychiatry and Behavioral Sciences
Psychology and Behavioral Health
Pulmonary Medicine
Rehabilitation Medicine
Rheumatology

Sleep Medicine

Joseph E. Robert Jr. Center
for Surgical Care
- Anesthesiology, Pain, and
Perioperative Medicine
- Craniofacial Program
- Ear, Nose, and Throat
- Gastroenterology, Hepatology,
and Nutrition
- Ophthalmology
- Orthopaedic Surgery and
Sports Medicine e
- Pain Medicine Care Complex
- Plastic and Reconstructive Surgery
- Surgery, General and Thoracic
- Trauma and Burn Surgery
- Urology

Transport Medicine

childrensnational.org 1-888-884-BEAR
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Exhibit 3

Lease Agreement





























































































Execution Copy

hundred twenty (120) days after the Termination Event by the delivery to Landlord of a Termination
Notice from the date the Termination Event occurs unless Landlord cures the deficiency upon which the
Termination Event is based within thirty (30) days following receipt of the Termination Notice and
evidence of such cure reasonably acceptable to Tenant has been delivered to Tenant. If Tenant terminates
this Lease due to the occurrence of a Termination Event, Landlord shall pay Tenant the Tenant
Termination Damages as liquidated damages and as Tenmant's sole remedy. Notwithstanding the
foregoing, the Termination Damages shall not be payable if the only Termination Event is the failure of
Tenant and the Lender to agree upon the form of the SNDA.

3. EREMISES; CONSTRUCTION:

3l Premises: Landlord hereby leases 1o Tenamt and Tenant hereby leases from
Landlord the Premises.

32 Hazardous Materials:

3.2.1 Landlord represents and warmanis to Tenant that as of the date the Acquisition
Contingency is satisfied to the best knowledge of Landlord, based solely upon environmental reports to
be provided to Tenant on or before such date, there are no Hazardous Materials located in, on or under the
Real Property on which the Building is to be constructed in violation of any federal or state law.
“Hazardous Materials” shall mean: (a) “hazardous wastes,” as defined by the Resource Conservation
and Recovery Act of 1976, as amended from time to time; (b) “hazardous substances,” as defined by the
Comprehensive Environmental Response, Compensation and Liability Act of 1980, as amended from
time to time; (c) “toxic substances,” as defined by the Toxic Substances Control Act, as amended from
time to time; (d) "hazardous materials,” as defined by the Hazardous Materials Transportation Act, as
amended from time to time; (e) oil or other petroleum products; and (f) any substance whose presence
could be detrimental to the Building or hazardous 1o health or the environment. Landlord represents and
warranis that as of the date the Acquisition Contingency is satisfied to the best knowledge of Landlord,
based solely upon environmental reports to be provided 1o Tenant on or before such date, the Premises
shall be free of all Hazardous Materials on the Commencement Date. Landlord covenants that Landlord
shall not (whether in constructing the Building or thereafter) bring, keep or use any Hazardous Materials
in the Building in violation of any environmental Law. Landlord has agreed to remediate at Landlord's
expense, any Hazardous Materials present at the Real Property as of the date of Substantial Completion of
the later of the Landlord Work or the Tenant Improvements and to insure that Hozardous Materials are
not used in the construction of the Building in violation of any environmental Law. And, unless such
Hazardous Materials were brought, kept or used in or about the Real Property by Tenant or its Affiliate,
assignee or subtenant of Tenant or any of its employees, agents or contractors of any of them, Landlord
shall, at all times, indemnify, defend and hold harmless Tenant against and from any and all claims, liens,
suits, actions, debts, damages, costs, losses, liabilities, obligations, judgments, and expenses (including,
without limitation, court costs and reasonable attorneys' fees), of any nature whatsoever, arising from or
relating 1o (i) compliance with any environmental Laws by Landlord; (ii) a release of any Hazardous
Material by Landlord; (iii) the threat of a release of any Hazardous Material by Landlord, and (iv) any
Hazardous Materials in or on the Real Property as of the date hereof or used in the construction of the
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Execution Copy

any other person or entity except an Affiliate or Authorized Assignee of Tenant. Tenant shall remain
liable for all tenant obligations under this Lease during any Renewal Term exercised by an Affiliate but
not by an Authorized Assignee.

214, Amendment of Lease. Upon the final determination of Fair Market Rental Rate
for the Renewal Term, if applicable as provided above, the parties shall execute an amendment to this
Lease to reflect such extension and the terms thereof, provided that the failure to execute such amendment
shall not affect the rights and obligations of the parties,

22 RIGHT OF FIRST OFFER

22.1. Right of First Offer. If at any time during the Term, as may be extended
hereunder, Landlord or any successor in interest to Landlord shall desire 1o sell all or any portion of the
Real Property or otherwise Transfer its interest hereunder, Landlord or such successor shall send to
Tenant a written notice of such desire (the “Sale Notice™). If Tenant is interested in purchasing the Real
Property, Tenant shall send Landlord a notice of interest (the “MNotice of Interest™) no later than fifieen
{(15) business days after Tenant's receipt of the Sale Notice. Landlord and Tenant agree that the sale of the
Real Propenty shall include the conveyance of all assignable building and construction plans,
specifications, approvals, applications for approvals and other documents and instruments prepared by or
on behalfl of Landlord in connection with Landlord’s development of the Real Property, and that any
purchase price offered by Tenant and sccepted by Landlord in connection with such sale shall reflect the
costs incurred by Landlord in obtaining, and the value of, all such assigned and transferred construction
plans and approvals, If Tenant delivers a Notice of Interest to Landlord, then for a peried of thirty (30)
days from Landlord's receipt of the Notice of Interest (the “Negotiation Period™), Landlord and Tenant
shall negotiate in good faith in an effort to reach agreement on a definitive purchase and sale agreement.
If Landlord and Tenant fail 1o execute a purchase and sale agreement within the Negotiation Period, then
Tenant's rights hereunder with respect to the Real Property shall terminate and Landlord shall thereafter
be free 1o sell all, but not less than all, of the Real Property to any party upon any terms and conditions
acceptable 1o Landlord; provided, however, (i) in no event shall Landlord accept an offer to purchase the
Real Property (an “Outside Offer”) for an amount less than ten percent {10%) under the lowest purchase
price amount offered by Tenant during the Negotiation Period unless Landlord shall first give 1o Tenant
the right to purchase the Real Property on the same terms and conditions as those contained in the Quiside
Offer, and (ii) if Landlord does not convey the Real Property to a third party within one (1) year afier the
end of the Negotiation Period, then if and when Landlord thereafter desires 1o sell the Real Property,
Landlord shall again offer the Real Propeny to Tenant in accordance with this Section 22.1. Landlord
shall not market the Real Property or negotiate with any third party for the sale of the Real Property at any
time prior to the expiration of the Negotiation Period.

22.1.1 Intentignally Deleted,

22.1.2 Intentionally Deleted,
22.1.3 |Intentionally Deleted.
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Description Base Building Tenant

Tenant
Improvements

tenan! spaces

E.‘mdmu-:hru[hdu:ﬂng power & conduit)

Garage Gates

Building Entries

Elevalors

Typical Fioors — Suite Entry

o o

*all Finishes' means all floors, ceilings,
walls and aszoclated linlshes

FS0040254_v22
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6 Estimating
7 Graphics - Tenant Signage
B LEED Architect
| LEED Commissioning
10 Legal - Contracts
1 Legal - General
12 Lighting
13 haterial Testing-Interiors
14 MEP (Interiors)
15 Medical Equipment Planner/Procurement
16 Peer Review - Permits
17 Furchasing Agent - Mon Medical FFEE
18 Security
19 Structural
20 Telecommunications
21 Consultant Reimbursables
l.  Inspections and Permits
1 Certificate of Need
2 Licenses
3 Local Bldg Permit Authority
a Building Permit
b Exterior Sign Permit
E Testing & inspaction - Misc. for Intersors
5 Misc. Utility Fees
L Construction
1 Building Construction
11 Divishon 01 — General Requirements
12 Division 02 — Site Construction
13 Division 03 — Concrete
14 Division 04 — Masonry
15 Diviskon 05 — Metals
1.6 Division 06 — Wood and Plastics
Divisian 07 = Thermal and Maisture
L7 Protection
18 Division 08 — Doors and Windows
18 Diviskon 09 — Finlshes
1.10 Divislon 10 — Specialties
1.11 Divisicn 11 = Equipment
1.12 Divishan 12 — Furnishings
1.13 Division 13 — Special Construction
1.14 Division 14 — Conveying Systems
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and remedies under the Lease (including the right (o terminate its obligations thereunder in accordance
with the terms of this Agreement and the Lease), if any such default(s) continue after the Successor
Landlord acquires Landlord’s interest in the Demised Premises, subject to any applicable cure period set
forth in Section & hereof.

{4) The attomment provided for in paragraph 3 of this agreement and the non-disturbance
provided for in paragraph 5 of this agreement shall inure to the benefit of and be binding upon any
Successor Landlord (including, without limitation, lender), shall be self-operative, and no further
instrument shall be required to give effect to such attornment. Tenant nevertheless agrees, upon demand
of any Successor Landlord (including, without limitation, lender), 1o promptly execute, from time to time,
instrumenis in confirmation and acknowledgment of such attornment upon and subject to the terms and
conditions of this agreement. Nothing contained in this paragraph 4 shall be construed 1o impair any right
otherwise exercisable by any Successor Landlord pursuant to the Lease or Law.

(5) Lender shall not name Tenant as a party defendant to any action for foreclosure or other
enforcement of the deed of trust (unless required by law), nor shall the Lease be terminated by lender or
its successors and assigns or any person claiming by, through or under lender or the deed of trust
{including any Successor Landlord) in connection with, or by reason of, foreclosure or other proceedings
for the enforcement of the deed of trust, or by reason of a transfer of Landlord's interest under the Lease
pursuant to the taking of a deed or assignment in lieu of foreclosure (or similar device), nor shall Tenant's
use or possession of the demised premises be interfered with by lender or its successors and assigns or
any person claiming by, through or under lender or the deed of trust, unless Landlord pursuant to and in
accordance with the terms of the Lease would have had such right under the terms of the Lease. Tenant
agrees that this agreement satisfies any condition or requirement in the Lease relating to the granting of a
subordination, non-disturbance and attornment agreement by lender in connection with the deed of trust.
Tenant further agrees that in the event there is any inconsistency between the terms and provisions of this
agreement and the terms and provisions of the Lease with respect to non-disturbance by lender, the terms
and provisions hereof shall be controlling.

(6) Tenant shall use reasonable efforts to provide to lender by certified mail, retumn receipt
requested, a copy of any notice of default served upon Landlord, at the address of lender set forth herein
{to the attention of J, and Tenant expressly acknowledges and agrees that lender shall have
the right {but not the obligation) to cure Landlord’s default specified in said notice within the same lime
periods afforded the Landlord under the Lease; provided, however, the failure to give such notice shall
not render the notice provided to Landlord ineffective nor shall it effect any abatement or other rights or
remedies Tenant may have under the Lease. Notwithstanding the foregoing, in the event Tenant is
entitled to terminate the Lease as a result of a defsult by Landlord under the Lease, Tenant will not
terminate the Lease unless and until Tenant has provided to lender such notice and afforded lender (or the
Successor Landlord, as applicable) the right (but not the obligation) to cure Landlord’s default specified
in said notice within the same time periods afforded the Landlord under the Lease. Nothing contained
herein shall extend the period to exercise or otherwise affect any termination right that Tenant may have
pursuant to the Lease.

{7) Lender shall permit insurance proceeds 1o be used to rebuild the Building Improvements
following a casualty provided that lost rent insurance covers lost rent during any period during which
Basic Rent abates following such casualty.

(8) Anything herein or in the Lease 1o the contrary notwithstanding, in the event that any
Successor Landlord (including, without limitation, lender) shall acquire fee title to the demised premises,

Exhibit D, Page 3
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Tenant, at Guarantor's option either: (a) to assume responsibility for the performance of the
Guaranteed Obligations (to the extent such Landlord Default arises from a failure by Landlord 1o
perform the Guaranteed Obligations), prior to the date for Completion of the Project and Punch
List Items specified in the Lease, and to pay all costs and expenses in connection therewith, at
Guarantor's own cost and expense; or (b) to cure any Landlord Default (to the extent such
Landlord Default arises from a failure by Landlord to perform the Guaranteed Obligations), to
the extent curable. If the Landlord Default is not curable, Guarantor will fulfill its obligations
under Section 3.2(a) of this Guaranty.

4. Reports.
4.1 Intentionally Omitted.

42  On and afier the Guarantor Performance Commencement Date, promptly after
Tenant's request, but no more frequently than quarterly, Guarantor shall deliver to Tenant such
additional information, reports and stalements regarding the business operations reasonably
related to the Work or the financial condition of Guarantor as Tenant may reasonably request.

5. Guaranty of Completion and Payment; Independent Obligation. This is a direct,
absolute, unconditional, guaranty of completion, and is a guaranty of payment and performance,
not of collection but only as to the Guaranteed Obligations. The obligations of Guarantor under
this Guaranty are independent and primary commencing on the Guarantor Performance
Commencement Date, and Tenant shall not be required to take any action against Landlord, any
mortgagee, or any other Person or resort to any other collateral or security given for the
performance of Landlord as a precondition to the obligations of each Guarantor under this
Guaranty. Guarantor hereby waives any rights it may have to compel Tenant to proceed against
the Landlord, or any security, or to participale in any security for Guarantor's obligations
hereunder, even though any rights which such Guarantor may have against Landlord or others
may be destroyed, diminished or otherwise affected by such action or lack thereof. Neither the
declaration of a Landlord Default, nor the exercise of any remedies against Landlord, shall in any
way affect Guarantor's responsibility for the obligations guaranteed hereunder, even though any
rights which Guarantor may have against Landlord or others may be destroyed, diminished or
otherwise affected by such action. Notwithstanding anything in this Guaranty or the Lease to the
contrary, in consideration for Guarantor agreeing to guaranty the Guaranteed Obligations
pursuant to this Guaranty, Tenant agrees to perform its obligations under the Lease in all material
respects and shall not terminate the Lease while enforcing this Guaranty or while any Guarantor
is performing its obligations hereunder.

6. No Release or Waiver.

6.1  No action which Landlord or Tenant may take or omit to take in connection with
the Project, nor any course of dealing with Landlord or any other Person, shall release
Guarantor's obligations hereunder or affect this Guaranty in any way. By way of example, but
not in limitation of the foregoing, Guarantor hereby expressly agrees that Tenant may, from time
to time, and without notice to Guarantor, but with the written prior agreement of Landlord:

(a) amend, change or modify, in whole or in part, the Lease;

e
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(b)  waive any terms, conditions or covenants of the Lease, or grant any
extension of time or forbearance for performance of the same;

{c) compromise or settle any amount due or owing, or claimed to be due or
owing, under the Lease;

(d)  surrender, release or subordinate any or all security for the Lease, or
accept additional or substituted security therefor; and

(e) release, substitute or add guarantors of the Lease.

Guarantor further agrees that it shall not be released from its obligations hereunder, nor
shall Guarantor's obligations under this Guaranty be altered or impaired by any delay of Tenant
in enforcing the terms and conditions of the Lease or any other document to which Tenant is a
party or beneficiary or by any waiver of any Landlord Default under the Lease or any such other
document, or by any other act, omission, thing, fact or circumstance which might otherwise
operate as a legal or equitable discharge of Landlord or a legal or equitable limitation on or
diminution of the liability of Landlord under the Lease. No extension of the time of payment or
performance of any obligation hereunder guarantied, or the renewal thereof, nor delay in the
enforcement thereof or of this Guaranty, or the taking, exchanging, surrender or release of other
security therefor, or the release or compromise of any liability of Landlord shall affect the
liability of or in any manner release any Guarantor, and this Guaranty shall be a continuing one
and remain in full force and effect until each and every obligation hereby guaranteed shall have
been paid and performed in full, or Tenant has affirmatively released Guarantor from the
obligation in writing.

6.2  Notwithstanding the provisions of Section 6.1, or any other provision of this
Guaranty, Tenant agrees that upon Substantial Completion of the Project and completion of all
Punch List Items (and payment for the foregoing), all claims against each Guarantor under this
Guaranty with regard to the Project shall be extinguished.

¥ Intentionally Omitted.
8. Waivers.

8.1  To the fullest extent each Guarantor may do so under applicable Law, except as
may be expressly provided in this Guaranty to the contrary, Guarantor expressly waives notice of
acceptance of this Guaranty or the right to enforce any of the terms of the Lease, or any liability
under this Guaranty. Except as provided in Section 3.2 and in Seclion 9.1 or any other express
provision of this Guaranty, to the exient permitted by applicable Law, Tenant shall not be
required to give any notice to Guarantor hereunder in order to preserve or enforce Tenant's rights
hereunder, any such notice being expressly waived by Guarantor. In addition, if and to the extent
permitted by applicable Law, Guarantor agrees that Tenant shall have no duty to disclose to
Guarantor any information it receives or have reasonably available to it regarding the financial
status of the Landlord, or any contractor, subcontractor or materialmen involved in the
construction of the Project or any information relating to the Project, whether or not such
information indicates that the nisk that Guarantor may be required to perform hereunder has been

Errer! Unknown documeni properiy name,















Terry L. Richardson

cfo Petrie Richardson Ventures, LLC
1919 West Street, Suite 100
Annapolis, MD 21401

Notices served upon Tenant or Guarantor in the manner aforesaid shall be deemed to
have been received for all purposes under this Guaranty as follows: (i) if hand delivered 1o a
party against receipted copy, when the copy of the notice is receipted; (ii) if given by nationally
recognized overnight delivery service, on the next business day after the notice is deposited with
the overnight delivery service; or (ii1) if given by centified mail, return receipt requested, postage
prepaid, on the date of actual delivery or refusal thereof. Notices delivered to Petrie Richardson
Ventures, LLC and to WTC Lot 17, LLC pursuant to Section | of the Lease will also constitute
delivery of notice to the Guarantors pursuant to this Guaranty. If notice is tendered under the
terms of this Guaranty and is refused by the intended recipient of the notice, the notice shall
nonetheless be considered to have been received and shall be effective as of the date provided in
this Guaranty.

17.  Severability. In the event that any provision of this Guaranty is held to be void or
unenforceable, all other provisions shall remain unaffected and be enforceable.

18.  Waiver of Jury Trial. TO THE EXTENT PERMITTED BY LAW, EACH PARTY
HEREBY: (I) COVENANTS AND AGREES NOT TO ELECT TRIAL BY JURY OF ANY
ISSUE HEREUNDER TRIABLE OF RIGHT BY A JURY; AND (11) WAIVES ANY RIGHT
TO TRIAL BY JURY OF ANY ISSUE FULLY TO THE EXTENT THAT ANY SUCH RIGHT
SHALL NOW OR HEREAFTER EXIST. THIS WAIVER OF RIGHT TO TRIAL BY JURY
US SEPARATELY GIVEN, KNOWINGLY AND VOLUNTARILY, BY GUARANTOR, AND
THIS WAIVER 1S INTENDED TO ENCOMPASS INDIVIDUALLY EACH INSTANCE AND
EACH ISSUE AS TO WHICH THE RIGHT TO A JURY TRIAL WOULD OTHERWISE
ACCRUE. EACH PARTY ACKNOWLEDGES THAT THIS WAIVER IS A MATERIAL
INDUCEMENT FOR THE OTHER PARTY TO PROVIDE OR ACCEPT THIS GUARANTY,
AS APPLICABLE. FOR THE PURPOSES OF THIS SECTION 18, THE TERM "“PARTY™ IS
DEEMED TO MEAN TENANT, AS WELL AS GUARANTOR.

19.  Time is of the Essence. Time is of the essence with respect to all matters set forth in this
Guaranty.

[SIGNATURE PAGE FOLLOWS]

Error! Unknown document properly name.
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Exhibit 5
Hospital CON Application, Table C



TABLE C. CONSTRUCTION CHARACTERISTICS

INSTRUCTION: : If project includes non-hospital space structures (e.g., parking garges, medical office buildings, or
energy plants), complete an additional Table C for each structure.

NEW CONSTRUCTION | RENOVATION

BASE BUILDING CHARACTERISTICS

Check if applicable

Class of Construction (for renovations the class of the
building being renovated)*

Class A
Class B
Class C
Class D

Type of Construction/Renovation*

Low
Average
Good
Excellent

OO0 D0000E
HEIEE N

Number of Stories

*As defined by Marshall Valuation Service

PROJECT SPACE

List Number of Feet, if applicable

Total Square Footage

Total Square Feet

Basement N/A
First Floor N/A
Second Floor N/A
Third Floor 10,550 SF
Fourth Floor N/A

Average Square Feet

Perimeter in Linear Feet Linear Feet
Basement N/A
First Floor N/A
Second Floor N/A
Third Floor 492' - 3"
Fourth Floor N/A

Total Linear Feet

Average Linear Feet

Wall Height (floor to eaves) Feet
Basement N/A
First Floor N/A
Second Floor N/A
Third Floor 16'- 7"
Fourth Floor N/A

OTHER COMPONENTS

Elevators List Number
Passenger N/A
Freight N/A

Sprinklers Square Feet Covered
Wet System 10,550 SF
Dry System N/A

Other

Describe Type

Type of HVAC System for proposed project

AIR HANDLER UNIT, CHILLER

Type of Exterior Walls for proposed project
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Exhibit 6
Hospital CON Application, Table E



TABLE E. PROJECT BUDGET

INSTRUCTION : Estimates for Capital Costs (1.a-e), Financing Costs and Other Cash Requirements (2.a-g), and Working Capital Startup Costs (3) must reflect current costs as of the
date of application and include all costs for construction and renovation. Explain the basis for construction cost estimates, renovation cost estimates, contingencies, interest during
construction period, and inflation in an attachment to the application.

NOTE : Inflation should only be included in the Inflation allowance line A.1.e. The value of donated land for the project should be included on Line A.1.d as a use of funds and on line B.8 as a
source of funds

| Hospital Building | Other Structure | Total

A. USE OF FUNDS

1. CAPITAL COSTS

a. New Construction

Building $ -1$ 3,210,000 | $ 3,210,000

Fixed Equipment - 856,000 856,000

Architect/Engineering Fees - 246,100 246,100

(1)
(2)
(3) Site and Infrastructure -
(4)
(5)

Permits (Building, Utilities, Etc.) - 32,100 32,100

SUBTOTAL $ -1$ 4,344,200 $ 4,344,200

b. Renovations

Building $ -1% -13 -

Fixed Equipment (not included in construction) - - _

)
(2)
(3) _Architect/Engineering Fees - - _
(4) Permits (Building, Utilities, Etc.) - - _

SUBTOTAL $ -1$ -1$ =

c.  Other Capital Costs

Movable Equipment $ -19$ 5,672,255 $ 5,672,255

Contingency Allowance - 325,815 325,815

1)
2)
(3) Gross interest during construction period - - -
(4) Other (Lease buy-outs for current ROCs) - - -

SUBTOTAL -1$ 5,998,070 5,998,070

TOTAL CURRENT CAPITAL COSTS

=l £
< len

-1$ 10,342,270 10,342,270

d. Land Purchase

e. Inflation Allowance $0

TOTAL CAPITAL COSTS $0 $10,342,270] $10,342,270

2. Financing Cost and Other Cash Requirements

a. Loan Placement Fees $ -1$ -13 -

b. Bond Discount - - _

c CON Application Assistance - -

c1. Legal Fees - -

c2. Other - CON application review fee - 57,200 57,200

d.  Non-CON Consulting Fees - - -

d1. Legal Fees - - -

d2. Other (Specify/add rows if needed) - - -

e.  Debt Service Reserve Fund - - -

f Other (Specify/add rows if needed) -

SUBTOTAL $ -1$ 57,200 | $ 57,200

3. Working Capital Startup Costs -

TOTAL USES OF FUNDS $ -1$ 10,399,470 ] $ 10,399,470

B. Sources of Funds

Cash $ -19 10,399,470| $ 10,399,470

Philanthropy (to date and expected) - - B

Authorized Bonds - - B

Interest Income from bond proceeds listed in #3 - - B

Mortgage - - -

Working Capital Loans - - R

i B Bl Ed [

Grants or Appropriations

a. Federal - - -

b. State - - -

c. Local - - -

8. Other (Specify/add rows if needed) -

TOTAL SOURCES OF FUNDS $ -1$ 10,399,470 ] $ 10,399,470

Hospital Building Other Structure Total

Annual Lease Costs (if applicable)

Land $ - included under building | $

Building - 461,598 461,598

Major Movable Equipment - - B

Minor Movable Equipment - - _

L Ealbd b b

Other (Specify/add rows if needed) - - B

* Describe the terms of the lease(s) below, including information on the fair market value of the item(s), and the number of years, annual cost, and the interest rate for the
lease. See Application Part Il - Project Budget.
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List of Past Lease Activity
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Exhibit 8

Authorization to Sign



111 Michigan Ave NW
Washington, DC 20010-2916
ChildrensNational.org

\
Children's National ..

December 18, 2017

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Letter of Authorization

To Whom It May Concern:

I hereby authorize Charles Weinstein, Esq., Executive Vice President and Chief Real Estate and
Facility Officer to act on behalf on Children's Hospital, Children’s National Medical Center and
its affiliates in all manners relating to Children’s Hospital’s application for a Certificate of
Need, including signing of all documents relating to the application.

This authorization is valid until further written notice from me.

Sincerely,

gAUl—

Kurt Newman, MD
President and Chief Executive Officer
Children’s National Medical Center
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Financial Assistance Policy



Page 1 0of 6

TITLE: Financial Assistance Policy POLICY: CH:FI:36

DATE EFFECTIVE: July 1, 2016 PAGE: 1 of 6

I STATEMENT OF POLICY

The purpose of this Financial Assistance Policy (FAP) is to establish standard procedures for
the determination of Financial Assistance to patients of Children’s National Medical Center
(CNMC) and its substantially related entities that are in financial need. Throughout the
remainder of the FAP, use of the term “CNMC” refers to Children’s National Medical Center
and its substantially related entities.

As part of this FAP, CNMC will offer Financial Assistance to patients who are unable to pay
their hospital and/or clinic bills due to difficult financial situations regardless of age, gender,
race, creed, disability, social or immigrant status, sexual orientation, or religious affiliation. A
CNMC Financial Counselor, designated business office representative, or committee with
authority to offer Financial Assistance will review individual cases and make a determination
of Financial Assistance that may be offered.

Accordingly, this FAP:
* Includes eligibility criteria for Financial Assistance
 Describes the basis for calculating amounts charged to patients eligible for Financial
Assistance under this FAP:
» Describes the method by which patients may apply for Financial Assistance
» Describes how the hospital will widely publicize the FAP within the community
served by the hospital

CNMC will provide, without discrimination, care for Emergency Medical Conditions to
individuals regardless of whether they are eligible for Financial Assistance. CNMC shall
comply with the Emergency Medical Treatment and Labor Act (EMTALA) by providing
medical screening examinations and stabilizing treatment and referring or transferring an
individual to another facility, when appropriate, and provide emergency services. CNMC
prohibits any actions that would discourage individuals from seeking emergency medical
care.

This FAP is in compliance with the Patient Protection and Affordable Care Act of 2010.

CNMC Entities Covered by this Policy

The services covered by this FAP include all emergency and other medically necessary care
provided by CNMC and its substantially related entities, physicians and medical
professionals employed by CNMC and Children’s National Medical Associates.

Providers Not Covered by this Policy
The physicians and medical professionals not employed by CNMC or its subsidiaries are not
covered by this policy.
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DEFINITIONS

For the purpose of this FAP, the terms below are defined as follows:

Amounts Generally Billed (AGB): Means the amounts generally billed for emergency or
other medically necessary care to individuals who have insurance covering such care,
determined in accordance with Treasury Regulations §1.501(r)-5(b).

Emergency Medical Condition: A medical condition manifesting itself by acute symptoms
of sufficient severity (including severe pain, psychiatric disturbances and/or symptoms of
substance abuse) such that the absence of immediate medical attention could reasonably be
expected to result in placing the health of the individual (or, with respect to a pregnant
woman, the health of the woman or her unborn child) in serious jeopardy, serious impairment
to bodily functions, or serious dysfunction of any bodily organ or part.

Family Income: Family Income is determined using the Census Bureau definition, which
uses the following income when computing federal poverty guidelines:

* Includes earnings, unemployment compensation, workers’ compensation, Social
Security, Supplemental Security Income, public assistance, veterans’ payments,
survivor benefits, pension or retirement income, interest, dividends, rents, royalties,
income from estates, trusts, educational assistance, alimony, child support, assistance
from outside the household, and other miscellaneous sources;

» Noncash benefits (such as food stamps and housing subsidies) do not count;

e Determined on a before-tax basis;

» Excludes capital gains or losses; and

» Ifa person lives with a family, includes the income of all family members (non-
relatives, such as housemates, do not count).

Financial Assistance: Reduction in the amount of gross charges for patients with
demonstrated inability to pay.

Gross Charges: CNMC'’s full, established price for medical care that it consistently and
uniformly charges patients before applying any contractual allowances, discounts, or
deductions.

Medically Necessary Care: Medical, surgical or other services required for the prevention,
diagnosis, cure, or treatment of a health related illness, condition or disability including
services necessary to prevent a detrimental change in either medical, behavioral, mental, or
dental health status.

Substantially Related Entities: Companies affiliated or owned by Children’s National
Medical Center that provide Medically Necessary Care, including Children’s National
Specialists of Virginia, all hospital facilities, regional outpatient centers, health centers,
ambulatory surgery centers, mobile care centers, and offsite emergency rooms, and members
of Children’s National Medical Associates.
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Uninsured: The patient has no level of insurance or is not being represented by an attorney,
auto insurance, or filed a workmen’s compensation claim to assist with meeting his/her
payment obligations.

Underinsured: The patient has some level of insurance, but still has out-of-pocket medical
expenses that are greater than 30% of their Family Income less housing expenses.

CNMC Primary Service Area (PSA):

Cities Washington, DC
Alexandria City, Virginia

Maryland Counties
Anne Arundel

Calvert County
Charles County
Frederick County
Howard County
Montgomery County
Prince Georges County
Washington County

Virginia Counties
Arlington County
Fairfax County
Fauquier County
Loudon County

Prince William County
Stafford County

PROCEDURES

Eligibility for Financial Assistance

Eligibility for Financial Assistance will be considered for individuals who are uninsured,
underinsured, ineligible for any government health care benefit program, or unable to pay for
their care, based upon a determination of financial need in accordance with this FAP, and
have resided in the PSA for at least 6 months. This policy may cover patients that do not
reside in our PSA when the hospital is required to stabilize the medical condition of the
patient before discharge.

Financial need will be determined in accordance with procedures that involve verifying
income and residency in our PSA. The patient or the patient’s guarantor will be required to
cooperate and complete the FAP Application and provide the following:

1. Documentation of gross monthly Family Income. These documents will include
pay stubs for the last six (6) weeks worked, or award letters for unemployment,
worker’s compensation, or public assistance, alimony, retirement, and/or
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disability income. This can include notarized support and unemployment
statements. If self- employed, provide an income tax return for the past 2 years.

2. Proof of ineligibility for State/Federal/Local medical assistance programs unless
applicant is known not to be eligible for such coverage. (If we are unable to
determine your eligibility by your income, you must provide proof of a denial).

3. A valid current form of identification for the patient, parents, or guardian. This
can include a passport, alien registration card, work authorization or any picture
ID with the name and address printed on it.

4. Proof of address — This can include a copy of your lease, mortgage statement,
rent receipt, or a notarized letter from your landlord.

5. [Ifapplicable, school verification or report card for patient.

The granting of Financial Assistance shall be based on an individualized determination of
financial need, and shall not take into account age, gender, race, creed, disability, social or
immigrant status, sexual orientation, or religious affiliation. CNMC shall determine whether
or not patients are eligible to receive Financial Assistance for deductibles, co-insurance, or
co-payment responsibilities.

CNMC will make reasonable efforts to explore appropriate alternative sources of payment
and coverage from public and private payment programs, and to assist patients to apply for
such programs. CNMC may make inquiries to obtain reports from third parties such as credit
agencies, on certain patients to determine whether they may be presumptively eligible
(presumptive eligibility) for Financial Assistance to relieve the financial burden.

CNMC will make Financial Assistance determination within two business days of receiving a
completed application, including all required documentation. Financial Assistance will be
denied for patient’s that submit an incomplete application, or submit documents that cannot
be verified. The grant of Financial Assistance by CNMC will expire 6 months from the
approval date (“Expiration Date”). At that time, patients will need to re-apply for continued
Financial Assistance by contacting the Financial Information Center.

Basis for Determining Financial Assistance
Services eligible under this FAP will be made available to the patient in accordance with

financial need as determined in reference to Federal Poverty Levels (FPL) in effect at the
time of the determination. Once a patient has been determined by CNMC to be eligible for
Financial Assistance, that patient shall not be responsible for any future bills until the
Expiration Date. The basis for the amounts CNMC will charge patients qualifying for
Financial Assistance is as follows:

a. Patients whose Family Income is at or below 400% of the FPL and who have resided
in our PSA for at least 6 months are eligible for full Financial Assistance.'

' This provision is intended to meet the definition of “sliding scale fee” as defined by the DC Health Professional
Loan Repayment Regulations (D.C. Code § 7-751.01- §7-751.17, as may be amended from time to time) and
applicable Guidelines.
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All patients eligible for Financial Assistance are charged less than AGB as all eligible
patients do not receive a bill for emergency or Medically Necessary Care.

For patients who qualify for Financial Assistance and who are cooperating in good faith to
resolve their hospital bills, CNMC will not send unpaid bills to outside collection agencies,
and will cease all collection efforts. CNMC will not impose extraordinary collections actions
such as wage garnishments; liens on primary residences, or other legal actions for any
patient.

Method for Applying for Financial Assistance

Referral of patients for Financial Assistance may be made by any member of the CNMC
staff including by not limited to physicians, nurses, financial counselors, social workers, case
managers, chaplains, and religious sponsors. A request for Financial Assistance may be

made by the patient or a family member, close friend, or associate of the patient, subject to
applicable privacy laws.

Contact the following for information about this FAP or assistance with the FAP application
process.

Counselors Location Phone
Financial Financial Information Center Based on guarantors name:
Counselors

- A-K:202-476-5002
- L-Z:202-476-5505

Customer Service Patient Accounts Phone Calls 301-572-3542 or 1-800-787-
0021

Communication of Financial Assistance to Patients and within the Community

Notification about Financial Assistance available from CNMC shall include a contact number
and be disseminated through various means, including but not limited to, the publication of
notices in patient statements, and by posting notices in emergency rooms, at urgent care
centers, admitting and registration departments, hospital business offices, and patient
financial services offices that are located on facility campuses, and at other public places as
CNMC may select. CNMC will publish and widely publicize a summary of this FAP on
facility websites, in brochures which will be available in patient access sites, and at other
places within the community served by the hospital as CNMC may select. Such notices and
summary information will be provided in the primary languages spoken by the population
serviced by CNMC.

Regulatory Requirements

In implementing this FAP, CNMC management and facilities shall comply with all other
federal, state, and local laws, rules, and regulations that may apply to activities conducted
pursuant to this FAP.
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IV. ACCOUNTABLE EXECUTIVE AND REVIEWER(S)

A. Accountable Executive: Vice President of Revenue Cycle
B. Division Responsible for Review: Finance
C. Committee Responsible for Review: Leadership Council

V. APPROVAL

Approved by:
Leadership Council Date
Chairman of the Board, CNMC Date

VI.  APPLICABILITY

All Children’s National employees

VII. REVIEW OR REVISION DATE

July 1, 2016
January 1, 2018
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Ben Tudor

Subject: RE: Charity Care Policy

From: Bill Chan -MDH- <bill.chan@maryland.gov>

Date: December 18, 2017 at 3:43:31 PM EST

To: "Braveboy, Aisha" <ABravebo@childrensnational.org>
Subject: Re: FW: Charity Care Policy

Aisha

As | said, after a quick review, here are the questions that would need to be addressed regarding the
charity care policy

1) Confirm that this would be the same policy for the proposed ambulatory surgery facility?

2) COMAR 10.24.11.05A(2)(1)(i) requests

Determination of Eligibility for Charity Care. Within two business days following a patient's request for
charity care services, application for medical assistance or both, the facility shall make a determination
of probable eligibility.

CNMC will need to have this language in the Charity Care Policy.

3) Communication of Financial Assistance to patients and within the Community. When responding to
this section of our standard, provide examples such as location within ASF where this Charity CAre Policy
will be seen by public, copies of publications/brochures that include the Charity Care Policy, any local
newspapers (i.e., Washington Post, Washington Times, local papers, etc) that shows date of publication
or notification annually regarding publication of charity care policy provided to public, and/or links to

websites showing location of notification of this policy for public.

4) Should provide historical amounts of charity care provided in Maryland or DC, as percentage of total
operating expenses. As a comparison, ASFs in Maryland provided 0.52% of charity care in 2015.

Hope this helps.

Bill

On Mon, Dec 18, 2017 at 10:21 AM, Braveboy, Aisha <ABravebo@childrensnational.org> wrote:

Please see attached policy for your review. Please advise if this will satisfy the COMAR
requirements.

Confidentiality Notice: This e-mail message, including any attachments, is for the sole use of the
intended recipient(s) and may contain confidential and privileged information. Any unauthorized
review, use, disclosure or distribution is prohibited. If you are not the intended recipient, please
contact the sender by reply e-mail and destroy all copies of the original message.
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William D. Chan

Health Policy Analyst

Maryland Health Care Commission
4160 Patterson Avenue

Baltimore, MD 21215
(410)764-3374
bill.chan@maryland.gov
http://mhcc.dhmh.maryland.gov

Visit our website at: healthcarequality.mhcc.maryland.gov
for consumer link to Maryland Health Care Quality Reports

Follow us on Twitter: https://twitter.com/mhcecmd
Follow us on Facebook: https://www.facebook.com/MHCC.MD

MHCC is committed to customer service. Click here to take the Customer Satisfaction Survey

NOTICE: This message and the accompanying documents are intended only for the use of the individual
or entity to which they are addressed and may contain information that is privileged, or exempt from
disclosure under applicable law. If the reader of this email is not the intended recipient, you are hereby
notified that you are strictly prohibited from reading, disseminating, distributing, or copying this
communication. If you have received this email in error, please notify the sender immediately and destroy
the original transmission.

NOTICE: This message and the accompanying documents are intended only for the use of the individual
or entity to which they are addressed and may contain information that is privileged, or exempt from
disclosure under applicable law. If the reader of this email is not the intended recipient, you are hereby
notified that you are strictly prohibited from reading, disseminating, distributing, or copying this
communication. If you have received this email in error, please notify the sender immediately and destroy
the original transmission.

Confidentiality Notice: This e-mail message, including any attachments, is for the sole use of the intended recipient(s)
and may contain confidential and privileged information. Any unauthorized review, use, disclosure or distribution is
prohibited. If you are not the intended recipient, please contact the sender by reply e-mail and destroy all copies of the
original message.
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The Joint Commission Accreditation Certificate



Children's National Medical Center
Washington, DC

has been Accredited by

o S

The Joint Commission

Which has surveyed this organization and found it to meet the requirements for the

Hospital Accreditation Program

July 23, 2016

Accreditation is customarily valid for up to 36 months.

%Q:w/ ID #6304 W %@/Z

Craj . Jones }C‘i—lE Print/Reprint Date: 09/21/2016 Mark R. Chassin, MD, FACP, MPP, MPH
Chai ard of Qommissioners President

The Joint Commission is an independent, not-for-profit national body that oversees the safety and quality of health care
other services provided in accredited organizations. Information about accredited organizations may be provided direct
The Joint Commission at 1-800-994-6610. Information regarding accreditation and the accreditation performanc
individual organizations can be obtained through The Joint Commission's web site at www.jointcommission.org.
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Maryland Office of Health Care Quality Licenses
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Form of Transfer Agreement



Page 1 of 10



Page 2 of 10



Page 3 of 10



Page 4 of 10



Page 5 of 10



Page 6 of 10



Page 7 of 10



Page 8 of 10



Page 9 of 10



Page 10 of 10
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Emergency Transfer Protocols
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Exhibit 15

Service Area Definition



Primary Service Area

County, State Zip Code City
Anne Arundel, MD 20701 Annapolis Junction
Anne Arundel, MD 20711 Lothian
Anne Arundel, MD 20724 Laurel
Anne Arundel, MD 20733 Churchton
Anne Arundel, MD 20751 Deale
Anne Arundel, MD 20755 Fort George G Meade
Anne Arundel, MD 20758 Friendship
Anne Arundel, MD 20764 Shady Side
Anne Arundel, MD 20765 Galesville
Anne Arundel, MD 20776 Harwood
Anne Arundel, MD 20778 West River
Anne Arundel, MD 20779 Tracys Landing
Anne Arundel, MD 20820 Lothian
Anne Arundel, MD 20867 Shady Side
Anne Arundel, MD 20869 Friendship
Anne Arundel, MD 20881 West River
Anne Arundel, MD 21012 Arnold
Anne Arundel, MD 21032 Crownsville
Anne Arundel, MD 21035 Davidsonville
Anne Arundel, MD 21037 Edgewater
Anne Arundel, MD 21054 Gambrills
Anne Arundel, MD 21056 Gibson Island
Anne Arundel, MD 21060 Glen Burnie
Anne Arundel, MD 21061 Glen Burnie
Anne Arundel, MD 21062 Glen Burnie
Anne Arundel, MD 21076 Hanover
Anne Arundel, MD 21077 Harmans
Anne Arundel, MD 21090 Linthicum Heights
Anne Arundel, MD 21098 Hanover
Anne Arundel, MD 21106 Mayo
Anne Arundel, MD 21108 Millersville
Anne Arundel, MD 21113 Odenton
Anne Arundel, MD 21114  Crofton
Anne Arundel, MD 21122 Pasadena
Anne Arundel, MD 21123 Pasadena
Anne Arundel, MD 21140 Riva
Anne Arundel, MD 21144 Severn
Anne Arundel, MD 21146 Severna Park
Anne Arundel, MD 21226 Curtis Bay
Anne Arundel, MD 21232 Baltimore
Anne Arundel, MD 21240 Baltimore
Anne Arundel, MD 21260 Baltimore
Anne Arundel, MD 21267 Baltimore
Anne Arundel, MD 21276 Baltimore
Anne Arundel, MD 21299 Baltimore
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Primary Service Area

County, State Zip Code City
Anne Arundel, MD 21401 Annapolis
Anne Arundel, MD 21402 Annapolis
Anne Arundel, MD 21403 Annapolis
Anne Arundel, MD 21404 Annapolis
Anne Arundel, MD 21405 Annapolis
Anne Arundel, MD 21406 Annapolis
Anne Arundel, MD 21407 Annapolis
Anne Arundel, MD 21408 Annapolis
Anne Arundel, MD 21409 Annapolis
Anne Arundel, MD 21411  Annapolis
Anne Arundel, MD 21412  Annapolis
Calvert, MD 20610 Barstow
Calvert, MD 20615 Broomes Island
Calvert, MD 20629 Dowell
Calvert, MD 20639 Huntingtown
Calvert, MD 20657 Lusby
Calvert, MD 20676 Port Republic
Calvert, MD 20678 Prince Frederick
Calvert, MD 20685 Saint Leonard
Calvert, MD 20688 Solomons
Calvert, MD 20689 Sunderland
Calvert, MD 20714 North Beach
Calvert, MD 20732 Chesapeake Beach
Calvert, MD 20736 Owings
Calvert, MD 20754 Dunkirk
Calvert, MD 20831 North Beach
Calvert, MD 20836 Owings
Charles, MD 20601 Waldorf
Charles, MD 20602 Waldorf
Charles, MD 20603 Waldorf
Charles, MD 20604 Waldorf
Charles, MD 20611 Bel Alton
Charles, MD 20612 Benedict
Charles, MD 20616 Bryans Road
Charles, MD 20617 Bryantown
Charles, MD 20622 Charlotte Hall
Charles, MD 20625 Cobb Island
Charles, MD 20632 Faulkner
Charles, MD 20637 Hughesville
Charles, MD 20640 Indian Head
Charles, MD 20643 lronsides
Charles, MD 20645 Issue
Charles, MD 20646 La Plata
Charles, MD 20658 Marbury
Charles, MD 20661 Mount Victoria
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Primary Service Area

County, State Zip Code City
Charles, MD 20662 Nanjemoy
Charles, MD 20664 Newburg
Charles, MD 20675 Pomfret
Charles, MD 20677 Port Tobacco
Charles, MD 20681 Marbury
Charles, MD 20682 Rock Point
Charles, MD 20693 Welcome
Charles, MD 20695 White Plains
Prince George's, MD 20028 District Heights
Prince George's, MD 20331 Andrews Air Force Base
Prince George's, MD 20335 Andrews Air Force Base
Prince George's, MD 20396 Suitland
Prince George's, MD 20397 Suitland
Prince George's, MD 20588 Cheltenham
Prince George's, MD 20607 Accokeek
Prince George's, MD 20608 Aquasco
Prince George's, MD 20613 Brandywine
Prince George's, MD 20623 Cheltenham
Prince George's, MD 20694 Aquasco
Prince George's, MD 20697 Southern MD Facility
Prince George's, MD 20703 Lanham
Prince George's, MD 20704 Beltsville
Prince George's, MD 20705 Beltsville
Prince George's, MD 20706 Lanham
Prince George's, MD 20707 Laurel
Prince George's, MD 20708 Laurel
Prince George's, MD 20709 Laurel
Prince George's, MD 20710 Bladensburg
Prince George's, MD 20712 Mount Rainier
Prince George's, MD 20715 Bowie
Prince George's, MD 20716 Bowie
Prince George's, MD 20717 Bowie
Prince George's, MD 20718 Bowie
Prince George's, MD 20719 Bowie
Prince George's, MD 20720 Bowie
Prince George's, MD 20721 Bowie
Prince George's, MD 20722 Brentwood
Prince George's, MD 20725 Laurel
Prince George's, MD 20726 Laurel
Prince George's, MD 20731 Capitol Heights
Prince George's, MD 20735 Clinton
Prince George's, MD 20737 Riverdale
Prince George's, MD 20738 Riverdale
Prince George's, MD 20740 College Park
Prince George's, MD 20741 College Park
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Primary Service Area

County, State Zip Code City
Prince George's, MD 20742 College Park
Prince George's, MD 20743 Capitol Heights
Prince George's, MD 20744 Fort Washington
Prince George's, MD 20745 Oxon Hill
Prince George's, MD 20746 Suitland
Prince George's, MD 20747 District Heights
Prince George's, MD 20748 Temple Hills
Prince George's, MD 20749 Fort Washington
Prince George's, MD 20750 Oxon Hill
Prince George's, MD 20752 Suitland
Prince George's, MD 20753 District Heights
Prince George's, MD 20757 Temple Hills
Prince George's, MD 20762 Andrews Air Force Base
Prince George's, MD 20768 Greenbelt
Prince George's, MD 20769 Glenn Dale
Prince George's, MD 20770 Greenbelt
Prince George's, MD 20771 Greenbelt
Prince George's, MD 20772 Upper Marlboro
Prince George's, MD 20773 Upper Marlboro
Prince George's, MD 20774 Upper Marlboro
Prince George's, MD 20775 Upper Marlboro
Prince George's, MD 20780 Hyattsville
Prince George's, MD 20781 Hyattsville
Prince George's, MD 20782 Hyattsville
Prince George's, MD 20783 Hyattsville
Prince George's, MD 20784 Hyattsville
Prince George's, MD 20785 Hyattsville
Prince George's, MD 20786 Hyattsville
Prince George's, MD 20787 Hyattsville
Prince George's, MD 20788 Hyattsville
Prince George's, MD 20789 Hyattsville
Prince George's, MD 20790 Capitol Heights
Prince George's, MD 20791 Capitol Heights
Prince George's, MD 20792 Upper Marlboro
Prince George's, MD 20797 Southern MD Facility
Prince George's, MD 20799 Capitol Heights
Prince George's, MD 20801 Lanham
Prince George's, MD 20822 Mount Rainier
Prince George's, MD 20840 Riverdale
Prince George's, MD 20870 Upper Marlboro
St. Mary's, MD 20606 Abell
St. Mary's, MD 20609 Avenue
St. Mary's, MD 20618 Bushwood
St. Mary's, MD 20619 California
St. Mary's, MD 20620 Callaway
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Primary Service Area

County, State Zip Code City
St. Mary's, MD 20621 Chaptico
St. Mary's, MD 20624 Clements
St. Mary's, MD 20626 Coltons Point
St. Mary's, MD 20627 Compton
St. Mary's, MD 20628 Dameron
St. Mary's, MD 20630 Drayden
St. Mary's, MD 20634 Great Mills
St. Mary's, MD 20635 Helen
St. Mary's, MD 20636 Hollywood
St. Mary's, MD 20650 Leonardtown
St. Mary's, MD 20653 Lexington Park
St. Mary's, MD 20656 Loveville
St. Mary's, MD 20659 Mechanicsville
St. Mary's, MD 20660 Morganza
St. Mary's, MD 20667 Park Hall
St. Mary's, MD 20670 Patuxent River
St. Mary's, MD 20674 Piney Point
St. Mary's, MD 20680 Ridge
St. Mary's, MD 20683 Piney Point
St. Mary's, MD 20684 Saint Inigoes
St. Mary's, MD 20686 Saint Marys City
St. Mary's, MD 20687 Scotland
St. Mary's, MD 20690 Tall Timbers
St. Mary's, MD 20692 Valley Lee
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Secondary Service Area

County, State Zip Code City
District of Columbia, DC 20001 Washington
District of Columbia, DC 20002 Washington
District of Columbia, DC 20003 Washington
District of Columbia, DC 20004 Washington
District of Columbia, DC 20005 Washington
District of Columbia, DC 20006 Washington
District of Columbia, DC 20007 Washington
District of Columbia, DC 20008 Washington
District of Columbia, DC 20009 Washington
District of Columbia, DC 20010 Washington
District of Columbia, DC 20011  Washington
District of Columbia, DC 20012 Washington
District of Columbia, DC 20013 Washington
District of Columbia, DC 20014 Washington
District of Columbia, DC 20015 Washington
District of Columbia, DC 20016 Washington
District of Columbia, DC 20017 Washington
District of Columbia, DC 20018 Washington
District of Columbia, DC 20019 Washington
District of Columbia, DC 20020 Washington
District of Columbia, DC 20021 Washington
District of Columbia, DC 20022 Washington
District of Columbia, DC 20023 Washington
District of Columbia, DC 20024 Washington
District of Columbia, DC 20026 Washington
District of Columbia, DC 20027 Washington
District of Columbia, DC 20029 Washington
District of Columbia, DC 20030 Washington
District of Columbia, DC 20031 Washington
District of Columbia, DC 20032 Washington
District of Columbia, DC 20033 Washington
District of Columbia, DC 20034 Washington
District of Columbia, DC 20035 Washington
District of Columbia, DC 20036 Washington
District of Columbia, DC 20037 Washington
District of Columbia, DC 20038 Washington
District of Columbia, DC 20039 Washington
District of Columbia, DC 20040 Washington
District of Columbia, DC 20041 Washington
District of Columbia, DC 20042 Washington
District of Columbia, DC 20043 Washington
District of Columbia, DC 20044 Washington
District of Columbia, DC 20045 Washington
District of Columbia, DC 20046 Washington
District of Columbia, DC 20047 Washington
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Secondary Service Area

County, State Zip Code City
District of Columbia, DC 20048 Washington
District of Columbia, DC 20049 Washington
District of Columbia, DC 20050 Washington
District of Columbia, DC 20051 Washington
District of Columbia, DC 20052 Washington
District of Columbia, DC 20053 Washington
District of Columbia, DC 20055 Washington
District of Columbia, DC 20056 Washington
District of Columbia, DC 20057 Washington
District of Columbia, DC 20058 Washington
District of Columbia, DC 20059 Washington
District of Columbia, DC 20060 Washington
District of Columbia, DC 20061 Washington
District of Columbia, DC 20062 Washington
District of Columbia, DC 20063 Washington
District of Columbia, DC 20064 Washington
District of Columbia, DC 20065 Washington
District of Columbia, DC 20066 Washington
District of Columbia, DC 20067 Washington
District of Columbia, DC 20068 Washington
District of Columbia, DC 20069 Washington
District of Columbia, DC 20070 Washington
District of Columbia, DC 20071 Washington
District of Columbia, DC 20073 Washington
District of Columbia, DC 20074 Washington
District of Columbia, DC 20075 Washington
District of Columbia, DC 20076 Washington
District of Columbia, DC 20077 Washington
District of Columbia, DC 20078 Washington
District of Columbia, DC 20080 Washington
District of Columbia, DC 20081 Washington
District of Columbia, DC 20082 Washington
District of Columbia, DC 20084 Washington
District of Columbia, DC 20088 Washington
District of Columbia, DC 20090 Washington
District of Columbia, DC 20091 Washington
District of Columbia, DC 20097 Washington
District of Columbia, DC 20098 Washington
District of Columbia, DC 20099 Washington
District of Columbia, DC 20201 Washington
District of Columbia, DC 20202 Washington
District of Columbia, DC 20203 Washington
District of Columbia, DC 20204 Washington
District of Columbia, DC 20205 Washington
District of Columbia, DC 20206 Washington
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Secondary Service Area

County, State Zip Code City
District of Columbia, DC 20207 Washington
District of Columbia, DC 20208 Washington
District of Columbia, DC 20209 Washington
District of Columbia, DC 20210 Washington
District of Columbia, DC 20211  Washington
District of Columbia, DC 20212 Washington
District of Columbia, DC 20213 Washington
District of Columbia, DC 20214 Washington
District of Columbia, DC 20215 Washington
District of Columbia, DC 20216 Washington
District of Columbia, DC 20217 Washington
District of Columbia, DC 20218 Washington
District of Columbia, DC 20219 Washington
District of Columbia, DC 20220 Washington
District of Columbia, DC 20221 Washington
District of Columbia, DC 20222 Washington
District of Columbia, DC 20223 Washington
District of Columbia, DC 20224 Washington
District of Columbia, DC 20225 Washington
District of Columbia, DC 20226 Washington
District of Columbia, DC 20227 Washington
District of Columbia, DC 20228 Washington
District of Columbia, DC 20229 Washington
District of Columbia, DC 20230 Washington
District of Columbia, DC 20232 Washington
District of Columbia, DC 20233 Washington
District of Columbia, DC 20234 Washington
District of Columbia, DC 20235 Washington
District of Columbia, DC 20237 Washington
District of Columbia, DC 20238 Washington
District of Columbia, DC 20239 Washington
District of Columbia, DC 20240 Washington
District of Columbia, DC 20241 Washington
District of Columbia, DC 20242 Washington
District of Columbia, DC 20243 Washington
District of Columbia, DC 20244 Washington
District of Columbia, DC 20245 Washington
District of Columbia, DC 20250 Washington
District of Columbia, DC 20251 Washington
District of Columbia, DC 20252 Washington
District of Columbia, DC 20254 Washington
District of Columbia, DC 20260 Washington
District of Columbia, DC 20261 Washington
District of Columbia, DC 20262 Washington
District of Columbia, DC 20265 Washington
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Secondary Service Area

County, State Zip Code City

District of Columbia, DC 20266 Washington

District of Columbia, DC 20268 Washington

District of Columbia, DC 20269 Washington

District of Columbia, DC 20270 Washington

District of Columbia, DC 20276 Washington

District of Columbia, DC 20277 Washington

District of Columbia, DC 20289 Washington

District of Columbia, DC 20292 Washington

District of Columbia, DC 20299 Washington

District of Columbia, DC 20301 Washington

District of Columbia, DC 20303 Washington

District of Columbia, DC 20305 Washington

District of Columbia, DC 20306 Washington

District of Columbia, DC 20307 Washington

District of Columbia, DC 20310 Washington

District of Columbia, DC 20314 Washington

District of Columbia, DC 20315 Washington

District of Columbia, DC 20317 Washington

District of Columbia, DC 20318 Washington

District of Columbia, DC 20319 Washington

District of Columbia, DC 20324 Washington

District of Columbia, DC 20325 Washington

District of Columbia, DC 20330 Washington

District of Columbia, DC 20333 Washington

District of Columbia, DC 20340 Washington

District of Columbia, DC 20350 Washington

District of Columbia, DC 20355 Washington

District of Columbia, DC 20360 Washington

District of Columbia, DC 20361 Washington

District of Columbia, DC 20362 Washington

District of Columbia, DC 20363 Washington

District of Columbia, DC 20370 Washington

District of Columbia, DC 20371 Washington

District of Columbia, DC 20372 Washington

District of Columbia, DC 20373 Anacostia Annex
District of Columbia, DC 20374 Washington Navy Yard
District of Columbia, DC 20375 Washington

District of Columbia, DC 20376 Washington Navy Yard
District of Columbia, DC 20380 Washington

District of Columbia, DC 20388 Washington Navy Yard
District of Columbia, DC 20389 Washington Navy Yard
District of Columbia, DC 20390 Washington

District of Columbia, DC 20391 Washington Navy Yard
District of Columbia, DC 20392 Washington

District of Columbia, DC 20393 Washington
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Secondary Service Area

County, State Zip Code City
District of Columbia, DC 20394 Washington
District of Columbia, DC 20395 Washington
District of Columbia, DC 20398 Washington Navy Yard
District of Columbia, DC 20401 Washington
District of Columbia, DC 20402 Washington
District of Columbia, DC 20403 Washington
District of Columbia, DC 20404 Washington
District of Columbia, DC 20405 Washington
District of Columbia, DC 20406 Washington
District of Columbia, DC 20407 Washington
District of Columbia, DC 20408 Washington
District of Columbia, DC 20409 Washington
District of Columbia, DC 20410 Washington
District of Columbia, DC 20411 Washington
District of Columbia, DC 20412 Washington
District of Columbia, DC 20413 Washington
District of Columbia, DC 20414 Washington
District of Columbia, DC 20415 Washington
District of Columbia, DC 20416 Washington
District of Columbia, DC 20417 Washington
District of Columbia, DC 20418 Washington
District of Columbia, DC 20419 Washington
District of Columbia, DC 20420 Washington
District of Columbia, DC 20421 Washington
District of Columbia, DC 20422 Washington
District of Columbia, DC 20423 Washington
District of Columbia, DC 20424 Washington
District of Columbia, DC 20425 Washington
District of Columbia, DC 20426 Washington
District of Columbia, DC 20427 Washington
District of Columbia, DC 20428 Washington
District of Columbia, DC 20429 Washington
District of Columbia, DC 20430 Washington
District of Columbia, DC 20431 Washington
District of Columbia, DC 20432 Washington
District of Columbia, DC 20433 Washington
District of Columbia, DC 20434 Washington
District of Columbia, DC 20435 Washington
District of Columbia, DC 20436 Washington
District of Columbia, DC 20437 Washington
District of Columbia, DC 20438 Washington
District of Columbia, DC 20439 Washington
District of Columbia, DC 20440 Washington
District of Columbia, DC 20441 Washington
District of Columbia, DC 20442 Washington
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Secondary Service Area

County, State Zip Code City
District of Columbia, DC 20443 Washington
District of Columbia, DC 20444 Washington
District of Columbia, DC 20445 Washington
District of Columbia, DC 20446 Washington
District of Columbia, DC 20447 Washington
District of Columbia, DC 20448 Washington
District of Columbia, DC 20449 Washington
District of Columbia, DC 20450 Washington
District of Columbia, DC 20451 Washington
District of Columbia, DC 20452 Washington
District of Columbia, DC 20453 Washington
District of Columbia, DC 20454 Washington
District of Columbia, DC 20456 Washington
District of Columbia, DC 20460 Washington
District of Columbia, DC 20461 Washington
District of Columbia, DC 20462 Washington
District of Columbia, DC 20463 Washington
District of Columbia, DC 20468 Washington
District of Columbia, DC 20469 Washington
District of Columbia, DC 20470 Washington
District of Columbia, DC 20472 Washington
District of Columbia, DC 20500 Washington
District of Columbia, DC 20501 Washington
District of Columbia, DC 20502 Washington
District of Columbia, DC 20503 Washington
District of Columbia, DC 20504 Washington
District of Columbia, DC 20505 Washington
District of Columbia, DC 20506 Washington
District of Columbia, DC 20507 Washington
District of Columbia, DC 20508 Washington
District of Columbia, DC 20509 Washington
District of Columbia, DC 20510 Washington
District of Columbia, DC 20511 Washington
District of Columbia, DC 20515 Washington
District of Columbia, DC 20520 Washington
District of Columbia, DC 20521 Washington
District of Columbia, DC 20522 Washington
District of Columbia, DC 20523 Washington
District of Columbia, DC 20524 Washington
District of Columbia, DC 20525 Washington
District of Columbia, DC 20526 Washington
District of Columbia, DC 20527 Washington
District of Columbia, DC 20528 Washington
District of Columbia, DC 20529 Washington
District of Columbia, DC 20530 Washington
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Secondary Service Area

County, State Zip Code City
District of Columbia, DC 20531 Washington
District of Columbia, DC 20532 Washington
District of Columbia, DC 20533 Washington
District of Columbia, DC 20534 Washington
District of Columbia, DC 20535 Washington
District of Columbia, DC 20536 Washington
District of Columbia, DC 20537 Washington
District of Columbia, DC 20538 Washington
District of Columbia, DC 20539 Washington
District of Columbia, DC 20540 Washington
District of Columbia, DC 20541 Washington
District of Columbia, DC 20542 Washington
District of Columbia, DC 20543 Washington
District of Columbia, DC 20544 Washington
District of Columbia, DC 20545 Washington
District of Columbia, DC 20546 Washington
District of Columbia, DC 20547 Washington
District of Columbia, DC 20548 Washington
District of Columbia, DC 20549 Washington
District of Columbia, DC 20550 Washington
District of Columbia, DC 20551 Washington
District of Columbia, DC 20552 Washington
District of Columbia, DC 20553 Washington
District of Columbia, DC 20554 Washington
District of Columbia, DC 20555 Washington
District of Columbia, DC 20557 Washington
District of Columbia, DC 20558 Washington
District of Columbia, DC 20559 Washington
District of Columbia, DC 20560 Washington
District of Columbia, DC 20565 Washington
District of Columbia, DC 20566 Washington
District of Columbia, DC 20570 Washington
District of Columbia, DC 20571 Washington
District of Columbia, DC 20572 Washington
District of Columbia, DC 20573 Washington
District of Columbia, DC 20575 Washington
District of Columbia, DC 20576 Washington
District of Columbia, DC 20577 Washington
District of Columbia, DC 20578 Washington
District of Columbia, DC 20579 Washington
District of Columbia, DC 20580 Washington
District of Columbia, DC 20581 Washington
District of Columbia, DC 20582 Washington
District of Columbia, DC 20585 Washington
District of Columbia, DC 20586 Washington
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Secondary Service Area

County, State Zip Code City
District of Columbia, DC 20590 Washington
District of Columbia, DC 20591 Washington
District of Columbia, DC 20593 Washington
District of Columbia, DC 20594 Washington
District of Columbia, DC 20595 Washington
District of Columbia, DC 20597 Washington
District of Columbia, DC 20599 Washington
District of Columbia, DC 56901 Washington
District of Columbia, DC 56902 Washington
District of Columbia, DC 56904 Washington
District of Columbia, DC 56915 Washington
District of Columbia, DC 56920 Washington
District of Columbia, DC 56933 Washington
District of Columbia, DC 56944 Washington
District of Columbia, DC 56972 Washington
Howard, MD 20723 Laurel
Howard, MD 20729 Glenelg
Howard, MD 20759 Fulton
Howard, MD 20763 Savage
Howard, MD 20777 Highland
Howard, MD 20794 Jessup
Howard, MD 20863 Savage
Howard, MD 21029 Clarksville
Howard, MD 21033 Ellicott City
Howard, MD 21036 Dayton
Howard, MD 21041 Ellicott City
Howard, MD 21042 Ellicott City
Howard, MD 21043 Ellicott City
Howard, MD 21044 Columbia
Howard, MD 21045 Columbia
Howard, MD 21046 Columbia
Howard, MD 21075 Elkridge
Howard, MD 21150 Simpsonville
Howard, MD 21723 Cooksville
Howard, MD 21737 Glenelg
Howard, MD 21738 Glenwood
Howard, MD 21765 Lisbon
Howard, MD 21794 West Friendship
Howard, MD 21797 Woodbine
Montgomery, MD 20702 Sandy Spring
Montgomery, MD 20727 Sandy Spring
Montgomery, MD 20730 Spencerville
Montgomery, MD 20734 Clarksburg
Montgomery, MD 20760 Gaithersburg
Montgomery, MD 20766 Kensington
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Secondary Service Area

County, State Zip Code City
Montgomery, MD 20767 Germantown
Montgomery, MD 20795 Kensington
Montgomery, MD 20810 Bethesda
Montgomery, MD 20811 Bethesda
Montgomery, MD 20812 Glen Echo
Montgomery, MD 20813 Bethesda
Montgomery, MD 20814 Bethesda
Montgomery, MD 20815 Chevy Chase
Montgomery, MD 20816 Bethesda
Montgomery, MD 20817 Bethesda
Montgomery, MD 20818 Cabin John
Montgomery, MD 20824 Bethesda
Montgomery, MD 20825 Chevy Chase
Montgomery, MD 20827 Bethesda
Montgomery, MD 20830 Olney
Montgomery, MD 20832 Olney
Montgomery, MD 20833 Brookeville
Montgomery, MD 20837 Poolesville
Montgomery, MD 20838 Barnesville
Montgomery, MD 20839 Beallsville
Montgomery, MD 20841 Boyds
Montgomery, MD 20842 Dickerson
Montgomery, MD 20847 Rockville
Montgomery, MD 20848 Rockville
Montgomery, MD 20849 Rockville
Montgomery, MD 20850 Rockville
Montgomery, MD 20851 Rockville
Montgomery, MD 20852 Rockville
Montgomery, MD 20853 Rockville
Montgomery, MD 20854 Potomac
Montgomery, MD 20855 Derwood
Montgomery, MD 20856 Rockville
Montgomery, MD 20857 Rockville
Montgomery, MD 20858 Potomac
Montgomery, MD 20859 Potomac
Montgomery, MD 20860 Sandy Spring
Montgomery, MD 20861 Ashton
Montgomery, MD 20862 Brinklow
Montgomery, MD 20866 Burtonsville
Montgomery, MD 20868 Spencerville
Montgomery, MD 20871 Clarksburg
Montgomery, MD 20872 Damascus
Montgomery, MD 20874 Germantown
Montgomery, MD 20875 Germantown
Montgomery, MD 20876 Germantown
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Secondary Service Area

County, State Zip Code City
Montgomery, MD 20877 Gaithersburg
Montgomery, MD 20878 Gaithersburg
Montgomery, MD 20879 Gaithersburg
Montgomery, MD 20880 Washington Grove
Montgomery, MD 20882 Gaithersburg
Montgomery, MD 20883 Gaithersburg
Montgomery, MD 20884 Gaithersburg
Montgomery, MD 20885 Gaithersburg
Montgomery, MD 20886 Montgomery Village
Montgomery, MD 20889 Bethesda
Montgomery, MD 20890 Gaithersburg
Montgomery, MD 20891 Kensington
Montgomery, MD 20892 Bethesda
Montgomery, MD 20894 Bethesda
Montgomery, MD 20895 Kensington
Montgomery, MD 20896 Garrett Park
Montgomery, MD 20897 Suburb Maryland Fac
Montgomery, MD 20898 Gaithersburg
Montgomery, MD 20899 Gaithersburg
Montgomery, MD 20900 Silver Spring
Montgomery, MD 20901 Silver Spring
Montgomery, MD 20902 Silver Spring
Montgomery, MD 20903 Silver Spring
Montgomery, MD 20904 Silver Spring
Montgomery, MD 20905 Silver Spring
Montgomery, MD 20906 Silver Spring
Montgomery, MD 20907 Silver Spring
Montgomery, MD 20908 Silver Spring
Montgomery, MD 20910 Silver Spring
Montgomery, MD 20911  Silver Spring
Montgomery, MD 20912 Takoma Park
Montgomery, MD 20913 Takoma Park
Montgomery, MD 20914 Silver Spring
Montgomery, MD 20915 Silver Spring
Montgomery, MD 20916 Silver Spring
Montgomery, MD 20918 Silver Spring
Montgomery, MD 20990 Silver Spring
Montgomery, MD 20993 Silver Spring
Montgomery, MD 20997 Silver Spring
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Exhibit 16

Service Area Demographic Summary
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Exhibit 17

Certification of FGI Compliance



PERKINS —
EASTMAN

12/18/2017

Ben Tudor

Veralon

1628 John F. Kennedy Blvd
Suite 500

Philadelphia, PA 19103

RE Name Children’s National @ Prince George's County
Regional Outpatient Center Perkins Eastman
Ambulatory Surgery Center - 3™ Floor Architects DPC
Location 2900 North Campus Way 115 Fifth Avenue
Lanham, MD 20706 New York, NY 10003

+1.212.353.7200

PERKINSEASTMAN.COM

Dear Mr. Tudor:

Boston
This is to certify that to the best of my knowledge, information and belief, the above- Charlotte
named facility has been designed in substantial compliance with the provisions of the Chicago
2014 FG1 Guidelines for the Design and Construction of Hospitals and Outpatient -
Facilities, Chapter 3.7 Specific Requirements for Qutpatient Surgical Facilities. ubal
Guayaquil
{os Angeles
Sincerely, y Mumbal
New York
Pittsburgh
Jeffrey Brand San Francisco
Architect Shanghai
Stamford
cC: File Toronto
Washington DC

P:A71760\To_Archive\In-Out\CON - Veralon\Out\2017-12-14 CON Exibits “Perkins
Eastman CON - Architect Letter.docx
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Exhibit 18

Marshall & Swift Valuation Service Benchmark Report



CoreLogic - SwiftEstimator
Commercial Estimator - Summary Report

General Information

Estimate ID: CM PG ROC ASC Date Created: 12=15=2017

Property Owner: Date Updated:

Property Address: 2800 Morth Campus Way Date Calculated: 12=-15=2017
Glenarden, MD 20706

Local Mubktiplier: Cost Data As Of: 12=2017

Architects Fee: Report Date: uging default

Section 1

Area 10700 Overall Depreciation %

Stories inm Section 1 Physical Depreciation %

Stories in Building 3 Functienal Depreciation %

Shape manual perimeter External Depreciation %

Perimeter 452

Effective Age

Occupancy Details

Occupancy B Class Height Quality
431 Quipatient Surgical Center 100 A 16.6 a0
Occupancy Total Percentage 100
Swystem @ HVAC (Heating)
YlUnits Quality Depr % Other
617 HVAG (Heating) : Complete HVAC 100 Oecc.
Total Percent for HVAC (Heating): 100
Swvstem @ Sprinklers
YlUnits Quality Depr % Other
683 Sprinklers - Wet Sprinklers 100 QOce.
Total Percent for Sprinklers: 100
Remark / Note Details
Remark Date : 12=-15=2017 Reference Date : 12=15=2017
Note:
Calculation Information (All Sections)
Units Unit Cost Total Less  Total Cost
Cost New Depreciation Depreciated
Basic Structure
Base Cost 10,700 $351.69 3,763,083 $3,763,083
Exterior Walls 10,700 H3B.66 3413662 P413 662
Heating & Cooling 10,700 546,72 $499,904 $499,904
Sprinklers 10,700 $4.50 348,150 F48 150
Basie Structure Cost 10,700 £441.57 $4,724,790 50 54,724,799

Cosl data by CoreLogic, Inc.
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Exhibit 19
Hospital CON Application, Table L



TABLE L. WORKFORCE INFORMATION

INSTRUCTION : List the facility's existing staffing and changes required by this project. Include all major job categories under each heading provided in the table. The number of Full Time Equivalents (FTEs)
should be calculated on the basis of 2,080 paid hours per year equals one FTE. In an attachment to the application, explain any factor used in converting paid hours to worked hours. Please ensure that the
projections in this table are consistent with expenses provided in uninflated projections in Tables F and G.

PROJECTED CHANGES AS A RESULT OF |  OTHER EXPECTED CHANGESIN | Aﬁfgﬁif:oi'g_’f;b_
CURRENT ENTIRE FACILITY THE PROPOSED PROJECT THROUGH | OPERATIONS THROUGH THE LAST LAST YEAR OF
THE LAST YEAR OF PROJECTION YEAR OF PROJECTION (CURRENT | o0 oo (CURRENT
(CURRENT DOLLARS) DOLLARS) DOLLARS) *
TOtar Cost
(should be Total Cost
Current Average Current Average consistent Average (should be
Job Category Year Salary per | Year Total FTEs Salary per with FTEs | Salary per [Total Cost| FTEs | consistent with
FTEs FTE Cost FTE projections in FTE projections in
Table G, if Table G)
buaittad)
1. Regular Employees
Administration (List general
categories, add rows if needed)
Nurse Manager 1.0 $107,087 $107,087 1.0 $107,087|
Nurse Lead 1.0 $100,531 $100,531 1.0 $100,531
Total Administration 20| $207,618 $207,618 2.0 $207,618
Direct Care Staff (List general
categories, add rows if needed)
Physicians/Surgeon 0.8| $382,454 $286,841 0.8 $286,841
Physicians/Surgeon 0.8 $327,818 $245,864 0.8 $245,864
Physicians/Proceduralists 0.7| $174,836 $122,385 0.7 $122,385
Physicians/Surgeon 1.0 $355,136 $355,136 1.0 $355,136)
Physicians/Surgeon 0.2| $272,745 $54,549 0.2 $54,549
Physicians/Surgeon 0.3| $470,485 $141,145 0.3 $141,145
Physicians/Surgeon 0.3| $382,454 $95,614 0.3 $95,614
Physicians/Anesthesia 2.5 $382,454 $956,136 2.5 $956,136
Nurses 9.0 $96,160 $865,440 9.0 $865,440
Technicians 2.3 $76,016 $174,836 2.3 $174,836
Total Direct Care 17.8] 2,920,559| $3,297,946 17.8 $3,297,946
Support Staff (List general
categories, add rows if needed)
Anes tech/Technicians 1.0 $69,424 $69,424 1.0 $69,424,
Supply Assistants 1.0 $52,451 $52,451 1.0 $52,451
Sterile Processing Technicians 1.0 $56,822 $56,822 1.0 $56,822,
Administrative Assistants 2.0 $41,524 $83,047 2.0 $83,047|
Coders 1.0 $65,564 $65,564 1.0 $65,564
Scheduling Coordinators 1.5 $57,915 $86,872 1.5 $86,872
$0 0.0 $0
Total Support 7.5 343,698 $414,179 7.5 414,179
REGULAR EMPLOYEES TOTAL 27.3|3,471,875.2| 3,919,743.0 27.3] 3,919,743.0
2. Contractual Employees
Administration (List general
categories, add rows if needed)
N/A
Total Administration
Direct Care Staff (List general
categories, add rows if needed)
N/A
Total Direct Care Staff
Support Staff (List general
categories, add rows if needed)
N/A
Total Support Staff|
CONTRACTUAL EMPLOYEES TOTAL
Benefits (State method of
calculating benefits below) :
TOTAL COST 0.0 $0|  27.3 | $3,919,743 0.0 | $0| |  $3,919,743
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Report of Independent Auditors

To the Board of Trustees of
Children’s National Medical Center and Subsidiaries

We have audited the accompanying combined financial statements of Children’s National Medical Center
and Subsidiaries (“Children’s National”), which comprise the combined balance sheets as of June 30,
2016 and 2015, and the related combined statements of operations and changes in net assets and cash
flows for the years then ended.

Management’s Responsibility for the Combined Financial Statements

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

Auditors’ Responsibility

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

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

Opinion
In our opinion, the combined financial statements referred to above present fairly, in all material respects,
the financial position of Children’s National at June 30, 2016 and 2015, and the results of their operations,

their changes in net assets and their cash flows for the years then ended in accordance with accounting
principles generally accepted in the United States of America.

October 25, 2016
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(in thousands) 2016 2015

Assets

Current assets
Cash and cash equivalents $ 128,301  $ 116,582
Accounts receivable for patient services, net of allowance
for uncollectible accounts of $10,469 and

$8,323 as of June 30, 2016 and 2015, respectively 144,806 155,612
Settlements due from third-party payors 6,508 7,394
Contributions receivable, net 43,591 27,660
Grant receivable 26,783 21,072
Inventories of supplies 9,332 9,092
Prepaid expenses and other 25,772 31,090
Total current assets 385,093 368,502
Noncurrent assets
Property and equipment, net 507,433 499,058
Assets whose use is limited
By terms of debt agreements - 29,949
Professional liability claims 21,860 30,248
21,860 60,197
Investments 614,143 588,156
Contributions receivable, net 35,813 39,800
Interest in beneficial trusts 7,777 13,937
Other 21,519 23,010
Total other noncurrent assets 701,112 725,100
Total assets $ 1593638 $ 1,593,560
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(in thousands) 2016 2015

Liabilities and Net Assets
Current liabilities

Accounts payable $ 36,129 $ 36,723
Accrued salaries and other expenses 117,765 111,028
Current portion of reserve for claims 21,936 23,575
Settlements due to third-party payors 843 7,015
Deferred revenue 25,212 22,193
Current portion of long-term debt 9,294 2,526
Current portion of capital lease obligations 1,228 3,055
Total current liabilities 212,407 206,115
Noncurrent liabilities
Long-term debt 472,292 435,447
Long-term capital lease obligations 5,301 1,689
Reserve for claims 53,387 54,361
Interest rate swaps 39,968 29,468
Other long-term liabilities 36,161 36,965
Total noncurrent liabilities 607,109 557,930
Total liabilities 819,516 764,045
Net assets
Unrestricted 506,289 550,537
Temporarily restricted 134,685 150,434
Permanently restricted 133,148 128,544
Total net assets 774,122 829,515
Total liabilities and net assets $ 1593638 $ 1,593,560
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(in thousands)

Unrestricted revenues, gains, and other support

Patient service revenue (net of contractual allowances and discounts)

Provision for uncollectible accounts

Net patient service revenue less provision for uncollectible

accounts

Grant revenue

Other operating revenue

Unrestricted contributions

Net assets released from restrictions used for operations

Total unrestricted revenues, gains, and other support

Expenses

Salaries, wages, and benefits
Supplies and other
Depreciation and amortization
Provision for insurance
Interest and amortization
Development expense

Total expenses

Operating income
Non-operating revenues and expenses
Investment income (loss)
Loss on extinguishment of debt

Realized and change in unrealized fair value of interest rate swaps
Other

Total non-operating revenues and expenses

Excess of revenues (under) over expenses

Unrealized loss on investments
Property contribution
Released from restriction for property and equipment

(Decrease) increase in unrestricted net assets

2016 2015
981,543 $ 939,338
(31,918) (25,408)
949,625 913,930
58,216 57,553
64,828 61,930
34,457 26,692
36,608 30,249
1,143,734 1,090,354
679,263 639,407
300,002 273,350
54,125 60,107
18,009 9,168
17,640 21,130
25,239 25,195
1,094,278 1,028,357
49,456 61,997
(3,572) 11,373
(74,723) -
(15,559) (7,089)
(152) (4,057)
(94,006) 227
(44,550) 62,224
(2,494) (5,992)
- 371
2,796 3,541
(44,248) $ 60,144
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(in thousands) 2016 2015

Unrestricted net assets

Excess of revenues (under) over expenses $ (44,550) $ 62,224
Unrealized loss on investments (2,494) (5,992)
Property contribution - 371
Released from restrictions for property and equipment 2,796 3,541
(Decrease) increase in unrestricted net assets (44,248) 60,144
Temporarily restricted net assets
Contributions 21,606 32,853
Investment gain 935 3,719
Released from restrictions (39,404) (33,774)
Change in value of split interest agreements 1,114 1,668
(Decrease) increase in temporarily restricted net assets (15,749) 4,466
Permanently restricted net assets
Contributions 5,067 3,894
Investment gain 184 113
Change in value of split interest agreements (647) (55)
Increase in permanently restricted net assets 4,604 3,952
Change in net assets (55,393) 68,562
Net assets
Beginning of year 829,515 760,953
End of year $ 774,122  § 829,515
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(in thousands)

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets to net cash and cash
equivalents provided by operating activities
Depreciation and amortization
Provision for uncollectible accounts
Provision for uncollectible contributions
Gain on sale of assets
Amortization of bond discount
Amortization of deferred financing costs
Loss on extinguishment of debt
Loss in PSV equity investment
Net realized and change in unrealized fair value of investments
Change in fair market value of interest rate swaps
Proceeds from restricted contributions
Change in assets and liabilities
Accounts receivable for patient services
Settlements due from third-party payors
Other current assets and inventory of supplies
Contributions and grants receivable
Interest in beneficial trusts
Other noncurrent assets
Accounts payable
Accrued salaries and other expenses
Reserve for claims
Deferred revenue
Settlements due to third-party payors
Other noncurrent liabilities

Net cash and cash equivalents provided by operating activities

Cash flows from investing activities
Purchases of property, plant and equipment
Purchases of investments

Sales of investments

Contribution to equity investment

Net cash and cash equivalents used in investing activities

Cash flows from financing activities
Proceeds from issuance of long-term debt
Payments of long-term debt

Repayments of long-term debt

Payments of debt issuance costs
Amortization of bond premium

Proceeds from restricted contributions
Payments on capital lease obligations

Net cash and cash equivalents provided by financing activities
Increase (decrease) in cash and cash equivalents

Cash and cash equivalents

Beginning of year

End of year

Supplemental disclosure of cash flow information

Cash paid for interest

Capital lease obligations for new equipment
Property, plant and equipment in accounts payable

2016 2015
(55,393) $ 68,562
54,125 60,107
31,918 25,408
(48) (3,761)
(3) (856)

- 228

237 828
74,723 -
15,892 5,570
1,718 (1,927)
10,500 1,719
(8,234) (7,043)
(21,112) (15,162)
886 (3,330)
5,078 (3,507)
(17,607) (8,729)
6,160 (1,613)
1,491 939
(782) (14,919)
10,430 2,850
(2,613) (5,940)
3,019 11,041
(6,172) (1,329)
(804) (523)
103,409 108,613
(56,302) (33,835)
(182,876) (261,487)
187,733 192,006
(10,117) (8,042)
(61,562) (111,358)
413,728 475
(2,831) (2,871)
(438,641) -
(4,997) -
(2,299) -
8,234 7,043
(3,322) (4,583)
(30,128) 64
11,719 (2,681)
116,582 119,263
128,301 $ 116,582
21,493 $ 27,209
5,110 97
3,364 3,176
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CFANDERSON
Highlight


Organization

The Children’s National Medical Center’s (“Children’s National” or the “Medical Center”’) combined
financial statements include the accounts of Children’s Hospital (the “Hospital”); Children’s Hospital
Foundation (the “Foundation”); Children’s Research Institute (“CRI”); Safe Kids Worldwide (formally
known as National Safe Kids Campaign) (“Safe Kids”); Children’s Pediatricians and Associates
(“CP&A”"); Children’s National Health Network (“CNHN”"); Safe Kids Worldwide, Ltd.

(“SKWW, LTD”); Children’s National Advocacy and Public Policy, Inc. (‘CNAPPI”); and Bearacuda
Reinsurance Company, Ltd. (the “Captive”); all referred to as the “Subsidiaries.”

Children’s National is a tax-exempt, nonstock corporation, which controls its subsidiary
corporations through its authority to appoint the governing boards of the tax-exempt, nonstock
subsidiaries or its stock ownership. Children’s National and its subsidiaries provide health care
services to infants, children, and youth in Washington, D.C., and the surrounding metropolitan
area. The Hospital operates an acute care pediatric and teaching facility.

The Foundation supports and maintains the programs, services, and facilities of Children’s National
in part through solicitation, receipt, administration, and distribution of philanthropic gifts on behalf of
its tax-exempt subsidiaries.

CRI is a research organization involved in providing services and support in connection with the
delivery of health care services on behalf of the community.

Safe Kids is an organization involved in nonhospital pediatric health and safety activities.

CP&A is a limited liability corporation that operates for-profit physician practices. CP&A is owned
50% by Children’s National and 50% by the Hospital.

CNHN is a for-profit physician hospital organization, of which Children’s National is the sole
shareholder.

SKWW, LTD is an international organization whose mission is to administer programs aimed at
preventing unintentional injury of children. SKWW, LTD was dissolved by resolution in the first
quarter of fiscal year 2016.

CNAPPI is an organization involved in addressing the advocacy mission and community benefit
activities of Children’s National.

The Captive is a wholly owned captive insurance company established to assume general liability
and malpractice risk for Children’s National entities, effective August 1, 1997.

Children’s National, Hospital, Foundation, CRI, Safe Kids, and CNAPPI are not-for-profit

organizations that qualify under Section 501(c)(3) of the Internal Revenue Code, and are therefore,
not subject to tax under current income tax regulations.
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Risk Factors

The Medical Center’s ability to maintain or increase future revenues could be adversely impacted
by: (1) future legislation, regulation, or other actions by federal, state, or District of Columbia
agencies, which may impose requirements or continue the trend toward more restrictive limitations
on reimbursement for hospital services; (2) future legislation or adverse trends affecting the costs
related to professional liability coverage; (3) changes in general and local economic conditions
including the financial condition of the District of Columbia, the State of Maryland and the State of
Virginia; and (4) a potential shortage of qualified doctors and other skilled healthcare professionals
in the local employment market.

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying combined financial statements and supplementary combining information have
been prepared on the accrual basis of accounting in accordance with accounting principles
generally accepted in the United States of America.

Principles of Combination
The combined financial statements include the accounts of Children’s National and all its
subsidiaries after elimination of all significant intercompany accounts and transactions.

Cash and Cash Equivalents

Cash equivalents include amounts invested in accounts with depository institutions which are
readily convertible to cash, with original maturities of three months or less. Total deposits
maintained at these institutions at times exceed the amount insured by federal agencies and
therefore, bear a risk of loss. Children’s National has not experienced such losses on these funds.

Investments and Assets Whose Use is Limited

Children’s National classifies investments as available for sale. Investments consist primarily of
money market funds, government securities, equity securities (including common trust funds), and
mutual funds that are considered other than trading securities and are reported at fair value.
Investments that management does not consider necessary for current operations are classified as
long-term.

Investments in companies in which Children’s National does not have control, but has the ability to
exercise significant influence over operating and financial policies are accounted for under the
equity method of accounting and operating results are recorded within investment income on the
Combined Statements of Operations. Dividends received are recorded as a reduction of the
carrying amount of the investment.

Assets whose use is limited include resources restricted under the terms of bond indenture
agreements and professional liability arrangements.

Investment Income

Investment income or loss (including interest and dividends, net of investment management fees;
realized gains and losses on investments; and any provision for other-than-temporary losses on
impairment of investments) is reported as non-operating revenue and is included in excess of
revenue over expenses unless the income or loss is restricted by donor or law. Unrealized gains
and losses on investments, if any, are excluded from excess of revenues over expenses, unless
the losses are deemed to be other-than-temporary.
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The Medical Center periodically evaluates whether any declines in the fair value of investments are
other-than-temporary. This evaluation consists of a review of several factors, including, but not
limited to: length of time and extent that a security has been in an unrealized loss position, the
existence of an event that would impair the issuer’s future earnings potential, the near-term
prospects for recovery of the market value of a security, and the intent and ability of the Medical
Center to hold the security until the market value recovers. Declines in fair value below cost that
are deemed to be other-than-temporary losses are included in non-operating revenues and
expenses in the accompanying Combined Statements of Operations. Investments are principally
uninsured and subject to normal credit risk.

Income Taxes

The Medical Center is a not-for-profit corporation as described in Section 501(c)(3) of the Internal
Revenue Code and is exempt from federal income taxes on related income pursuant to Section
501(a) of the Code. On such basis, the exempt entities will not incur any liability for federal income
taxes, except for possible unrelated business income.

The Financial Accounting Standards Board’s (“FASB”) guidance on accounting for uncertainty in
income taxes clarifies the accounting for uncertainty of income tax positions. The guidance defines
the threshold for recognizing tax return positions in the combined financial statements as “more
likely than not” that the position is sustainable, based on technical merits.

The Medical Center evaluates uncertain tax positions using a two-step approach for recognizing
and measuring tax benefits taken or expected to be taken in an unrelated business activity tax
return and disclosures regarding uncertainties in tax positions. There was no impact on the
Medical Center’s financial statements during the years ended June 30, 2016 and 2015 as the
Medical Center has no uncertain tax positions.

Accounts Receivable

Accounts receivable for patient services consist of amounts due directly from patients or patients’
third-party payors such as insurance companies, managed care programs, and Medicaid programs
for services rendered. Provision for uncollectible accounts in the accompanying Combined
Statements of Operations is shown net of recoveries on amounts previously written off. The
allowance for uncollectible accounts is estimated based on prior experience and management’s
judgment and is, therefore, susceptible to change.

Inventories of Supplies

Inventories generally consist of medical and nonmedical supplies, and are stated at the lower of
cost or market, using the first-in, first-out method. The total inventory balance was $9.3 million and
$9.1 million at June 30, 2016 and 2015, respectively.

Contributions Receivable

Unconditional promises to give cash and other assets are reported at fair value as contributions
receivable at the date the promise is received. Conditional promises to give and indications of
intentions to give are reported at fair value at the date the promise becomes unconditional.
Amounts due are recorded at the net realizable value discounted using a rate of return that a
market participant would expect to receive over the payment period at the date the pledge is
received. An allowance for uncollectible pledges is recorded for pledges which may become
uncollectible in future periods. Amounts deemed to be uncollectible have been written off. The
contributions receivable balance is based on management’s best estimate of the amounts
expected to be collected. The amounts Children’s National will ultimately realize could differ from
the amounts assumed in arriving at the present value and allowance for doubtful accounts.
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The gifts are reported as temporarily and permanently restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that
is, when a stipulated time restriction ends or when the purpose of the restriction is accomplished,
temporarily restricted net assets are reclassified as unrestricted net assets and are reported in the
Combined Statements of Operations as net assets released from restrictions used for operations or
used for construction and purchase of property and equipment.

New Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update (“ASU”) 2014-09, Revenue from
Contracts with Customers. This standard implements a single framework for recognition of all
revenue earned from customers. This framework ensures that entities appropriately reflect the
consideration to which they expect to be entitled in exchange for goods and services by allocating
transaction price to identified performance obligations and recognizing revenue as performance
obligations are satisfied. Qualitative and quantitative disclosures are required to enable users of
financial statements to understand the nature, amount, timing, and uncertainty of revenue and cash
flows arising from contracts with customers. The standard is effective for fiscal years beginning
after December 15, 2017. Children’s National is evaluating the impact this will have on the
combined financial statements beginning in fiscal year 2019.

In April 2015, the FASB issued ASU 2015-03, Interest-Imputation of Interest: Simplifying the
Presentation of Debt Issuance Costs. The update requires that debt issuance costs related to a
recognized debt liability be presented in the balance sheet as a direct deduction from the carrying
amount of that debt liability, consistent with debt discounts. ASU 2015-03 was effective for
Children’s National for Fiscal Year 2016. The adoption of this standard required restatement of the
Combined Balance Sheet as of June 30, 2015. As a result, other noncurrent assets and long-term
debt each decreased by $21.4 million versus the amounts previously reported.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments-Overall: Recognition and
Measurement of Financial Assets and Financials Liabilities. ASU 2016-01 addresses accounting for
equity investments, financial liabilities under the fair value option, and the presentation and
disclosure requirements for financial instruments. Non-public business entities will no longer be
required to disclose the fair value of financial instruments carried at amortized cost. The
amendments in ASU 2016-01 are effective for years beginning after December 15, 2018, and early
adoption is permitted. Children’s National adopted this guidance for the fiscal year ended June 30,
2016. The adoption of this guidance did not have a material impact upon Children’s National’s
combined financial statements.

In February 2016, the FASB issued ASU 2016-02, Leases. The new standard establishes a right-
of-use (ROU) model that requires a lessee to record a ROU asset and a lease liability on the
balance sheet for all leases with terms longer than 12 months. Leases will be classified as either
finance or operating, with classification affecting the pattern of expense recognition in the income
statement. ASU 2016-02 is effective for annual periods beginning after December 15, 2018,
including interim periods within those annual periods, with early adoption permitted. A modified
retrospective transition approach is required for lessees for capital and operating leases existing at,
or entered into after, the beginning of the earliest comparative period presented in the financial
statements, with certain practical expedients available. Children’s National is evaluating the impact
this standard will have on the combined financial statements and disclosures beginning in Fiscal
Year 2020 and has not yet determined the effect of the standard on its ongoing financial reporting
at this time.
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In August 2016, the FASB issued ASU 2016-14, Presentation of Financial Statements for Not-for-
Profit Entities. The new guidance requires improved presentation and disclosures to help not-for-
profits provide more relevant information about their resources to donors, grantor, creditors and
other users. The standard is effective for fiscal years beginning after December 15, 2017.
Children’s National is evaluating the impact of this standard on the combined financial statements
beginning in fiscal year 2019.

Property and Equipment

Property and equipment acquisitions are recorded at cost. Depreciation expense on the Medical
Center’s property and equipment is recorded using the straight-line method, which allocates the
cost of the tangible property equally over the estimated useful lives, beginning with the date the
asset is placed in service:

Buildings 30 - 40 years
Building improvements 9 - 20 years
Fixed equipment 10 - 15 years
Movable equipment 3 - 20 years

Equipment under capital lease obligations is amortized on the straight-line method over the shorter
period of the lease term or the estimated useful life of the asset. Such amortization is included in
depreciation and amortization in the Combined Statements of Operations. Interest cost incurred on
borrowed funds during the period of construction of capital assets is capitalized as a component of
the cost of acquiring those assets, net of any income earned. Repairs and maintenance are
expensed as incurred. When property, plant and equipment are retired, sold or otherwise disposed
of, the asset’s carrying amount and related accumulated depreciation are removed from the
accounts and any gain or loss is included in operating income.

Deferred Financing Costs

Financing costs incurred in connection with the issuance of long-term debt are deferred and
amortized using the straight line method, which approximates the effective interest rate method,
over the period of time the debt is outstanding. Deferred financing costs are recorded in long-term
debt on the Combined Balance Sheets. The amortization expense was approximately $237.4
thousand and $828.0 thousand for the years ended June 30, 2016 and 2015, respectively.

Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment when events and circumstances indicate that the
carrying amount of an asset may not be recoverable. Children’s National’s policy is to record an
impairment loss when it is determined that the carrying amount of the asset exceeds the sum of the
expected undiscounted future cash flows resulting from the use of the asset and its eventual
disposition. Impairment losses are measured as the amount by which the carrying amount of the
asset exceeds its fair value. Long-lived assets to be disposed of are reported at the lower of the
carrying amount or fair value less cost to sell. There were no impairment of long-lived assets for
the years ended June 30, 2016 and 2015.

Interest in Beneficial Trusts

The Medical Center also receives contributions in the form of irrevocable split-interest agreements.
These agreements include charitable remainder trusts, charitable gift annuities and perpetual
trusts. In all of these agreements, the Medical Center has an interest in the trust but is not the
trustee. When the trust’s obligations to all beneficiaries expire, the remaining assets revert to the
Medical Center to be used according to the donor’s wishes.
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Other Long-Term Liabilities

The Medical Center entered into a favorable cash deferral contact with Cerner, Inc. (“Cerner”)
related to expenses associated with the Bear Institute in September 2013. The Bear Institute is a
purchased services information technology agreement where Cerner manages IT functionality for
operational services and capital equipment acquisitions. As an incentive, the cash flows for the
agreement are significantly deferred towards the latter portion of the seven-year agreement. The
deferred Cerner amount was $15.3 million and $15.2 million as of June 30, 2016 and 2015,
respectively and is recorded in other long-term liabilities.

Grants

Children’s National and its subsidiaries receive various grants from Federal agencies and District of
Columbia agencies for the purpose of furthering its mission of providing acute pediatric care,
research and education. Grants are recognized as support and the related project costs are
recorded as expenses when services related to grants are incurred. Cash received where related
costs have not been incurred are shown as deferred grant revenue and is included within deferred
revenue on the Combined Balance Sheets.

Interest Rate Swaps

The value of the interest rate swap agreement entered into by Children’s National is adjusted to fair
value monthly at the close of each accounting period based upon quotations from market makers.
The change in fair value, if any, is recorded in the Combined Statements of Operations. Entering
into interest rate swap agreements involves, to varying degrees, elements of credit, default,
prepayment, market and documentation risk in excess of the amounts recognized on the Combined
Balance Sheets. Such risks involve the possibility that there will be no liquid market for these
agreements, the counterparty to these agreements may default on its obligation to perform and
there may be unfavorable changes in interest rates.

Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are those whose use by the Medical Center has been limited by
donors to a specific time period or purpose, including federal appropriations restricted for capital
improvements. Permanently restricted net assets have been restricted by donors to be maintained
by the Medical Center in perpetuity.

Net Patient Service Revenue

The Medical Center has agreements with third-party payors that provide for payments to the
Medical Center at amounts different from its established rates. Payment arrangements include
prospectively determined rates per discharge, reimbursed cost, discounted charges, and per diem
payments. Hospital physicians are paid principally on a contracted fee schedule. Contractual
adjustments to patient service revenue were $1.3 billion and $1.2 billion for the years ended

June 30, 2016 and 2015, respectively.
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(in thousands) June 30, 2016

Third-Party Total
Payors Self-Pay All Payors
Patient service revenue (net of contractual
allowances and discounts) $ 938,944 $ 42599 % 981,543
(in thousands) June 30, 2015
Third-Party Total
Payors Self-Pay All Payors
Patient service revenue (net of contractual
allowances and discounts) $ 906,700 $ 32638 $ 939,338

Approximately 53% of fiscal year 2016 and 2015 gross patient service revenues were from
Medicaid and Medicaid managed care programs. Total reimbursements received for Graduate
Medical Education (GME) were $11.3 million in 2016 and $10.8 million in 2015. Federal GME is
subject to appropriation each year.

Inpatient and outpatient services, defined capital and medical education costs related to
beneficiaries are paid using a cost reimbursement methodology for Medicare and the Fee-for-
Service Medicaid programs. These services are paid prospectively for DC Medicaid and Maryland
Medicaid and are not settled. For cost reimbursable items, Children’s National is reimbursed at a
tentative rate with final settlement determined after submission of the annual cost reports by
Children’s National and audits thereof by the fiscal intermediary. Children’s National cost reports
have been audited and settled by the Medicare intermediary through 2013 for all facilities. The
Virginia Medicaid cost report is settled annually and is settled through 2015.

Charity Care

The Medical Center, in keeping with its mission and philosophy to extend quality care and
compassionate service, recognizes that some patients are unable to compensate the Medical
Center for their treatment either through third party coverage or their own resources. Accordingly,
the Medical Center extends charity or free care to those patients who do not have the ability to
meet their obligations. The Medical Center provides free care or sliding fee scales based on
federal poverty income guidelines or when it is determined that the patients are unable to fulfill their
obligations to the Medical Center. The Medical Center also provides assistance in helping patients
obtain third party coverage through state Medicaid programs. Because the Medical Center does
not pursue collections of amounts determined to qualify as charity care, they are not reported as
revenue. Direct and indirect costs for these services amounted to $6.2 million and $6.9 million for
the years ended June 30, 2016 and 2015, respectively. The costs of providing charity care
services are based on a calculation which applies a ratio of costs to charges to the gross
uncompensated charges associated with providing care to charity patients. The ratio of cost to
charge is calculated based on Medical Center’s total operating expenses divided by gross patient
service revenue.

In addition to direct charity care, the Medical Center is committed to improving the health and well-
being of children in the Washington, D.C., metropolitan area. Through programs of clinical
intervention, community awareness, education and advocacy, the Medical Center strives to
address the many challenges facing children and families today. Examples of programs
addressing these challenges are the Community Pediatric Health Care Centers, school nursing
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services for District of Columbia Public Schools and District of Columbia Public Chartered Schools,
Division of Child Protection, Children’s Healthy Schools/President’s Challenge Program, and
services provided to children with AIDS.

Excess of Revenues (under) over Expenses

The Combined Statements of Operations include excess of revenues (under) over expenses.
Changes in unrestricted net assets which are excluded from excess of revenues (under) over
expenses, consistent with industry practice, include, among other items, the change in unrealized
gains and losses on investments on other than trading securities and contributions released from
restrictions for property and equipment.

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during reporting period. Actual results could differ from these estimates. These
significant estimates include, among others, the accounts receivable allowance for doubtful
accounts, contractual allowances, estimated third-party payor settlements, investments, and
accrued insurance costs.

Accrued Vacation
The Medical Center records a liability for amounts due to employees for future absences which are
attributable to services performed in the current and prior period.

Estimated Malpractice Costs
The provision for estimated medical malpractice claims includes estimates of the ultimate costs for
both reported claims and claims incurred but not reported.

Medical Claims Reserve

The Medical Center’'s medical claims reserve is an estimate of payments to be made for reported
claims losses incurred but not reported. The estimate was developed using actuarial methods
based upon historical data for payment patterns, cost trends, and other relevant factors. The
estimate is continually reviewed and adjusted as necessary as experience develops or new
information becomes known; such adjustments are included in current operations.

Reclassifications
Certain amounts from the prior year have been reclassified in order to conform to current year
presentation.

Fair Value Measurements

The Medical Center follows the FASB’s guidance on fair value measurements, which defines fair
value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, establishes a framework for
measuring fair value, and expands disclosures about such fair value measurements. This
guidance applies to other accounting pronouncements that require or permit fair value
measurements and, accordingly, this guidance does not require any new fair value measurements.
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The guidance discusses valuation techniques such as the market approach, cost approach and
income approach. This guidance establishes a three-tier level hierarchy for fair value
measurements based upon the transparency of inputs used to value an asset or liability as of the

measurement date.

The three-tier hierarchy prioritizes the inputs used in measuring fair value as follows:

Level 1
active markets;

Level 2

Observable inputs such as quoted market prices for identical assets or liabilities in

Observable inputs for similar assets or liabilities in an active market, or other than

quoted prices in an active market that are observable either directly or indirectly; and

Level 3

Unobservable inputs in which there is little or no market data that require the reporting

entity to develop its own assumptions. There were no financial instruments requiring
Level 3 classification at June 30, 2016 or June 30, 2015.

The financial instrument’s categorization within the hierarchy is based upon the lowest level of input
that is significant to the fair value measurement. Each of the financial instruments below has been

valued utilizing the market approach.

The following tables present the financial instruments carried at fair value grouped by hierarchy

level (in thousands):

Assets

Investments
Money market and short-term investments
Fixed income securities
Equity index funds

Total investments

Beneficial interests held by 3rd party
Perpetual trusts held by 3rd party

Total assets at fair value
Liabilities
Interest rate swaps

Total liabilities at fair value

June 30, 2016

Significant
Quoted Other
In Active Observable
Markets Inputs Total
(Level 1) (Level 2) Fair Value
- 3 50,699 § 50,699
- 251,417 251,417
330,039 440 330,479
330,039 302,556 632,595
- 965 965
- 6,812 6,812
330,039 $ 310,333 §$ 640,372
- % 39,968 § 39,968
- $ 39,968 § 39,968
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June 30, 2015

Significant
Quoted Other
In Active Observable
Markets Inputs Total
(Level 1) (Level 2) Fair Value
Assets
Investments
Money market and short-term investments  $ - 9 47333 $ 47,333
Fixed income securities - 288,790 288,790
Equity index funds 303,001 46 303,047
Total investments 303,001 336,169 639,170
Beneficial interests held by 3rd party - 6,476 6,476
Perpetual trusts held by 3rd party - 7,460 7,460
Total assets at fair value $ 303,001 $ 350,105 $ 653,106
Liabilities
Interest rate swaps $ - % 29,468 $ 29,468
Total liabilities at fair value $ - % 29,468 $ 29,468

During 2016 and 2015, there were no transfers between Levels 1 and 2.

Following is a description of the Children’s National valuation methodologies for assets and
liabilities measured at fair value.

Fair value for Level 1 is based upon quoted prices in active markets that Children’s National has
the ability to access for identical assets and liabilities. Market price data is generally obtained from
exchange or dealer markets. Children’s National does not adjust the quoted price for such assets
and liabilities. Level 1 investments include investments in equity index funds valued based on the
closing price on the primary market.

Fair value for Level 2 is based on quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active and model-based valuation
techniques for which all significant assumptions are observable in the market or can be
corroborated by observable market data for substantially the full term of the assets. Inputs are
obtained from various sources including market participants, dealers, and brokers. Level 2
investments include money market funds, certificate of deposits, corporate bond funds, US
government obligations, and federal agency obligations.

Interest rate swaps are valued using both observable and unobservable inputs, such as quotations
received from the counterparty, dealers or brokers, whenever available and considered reliable. In
instances where models are used, the value of the interest rate swap depends upon the contractual
terms of, and specific risks inherent in, the instrument as well as the availability and reliability of
observable inputs. Such inputs include market prices for reference securities, yield curves, credit
curves, measures of volatility, prepayment rates, assumptions for nonperformance risk, and
correlations of such inputs. The interest rate swap arrangements have inputs which can generally
be corroborated by market data and are therefore classified within Level 2.
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The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while Children’s National
believes its valuation methods are appropriate and consistent with other market participants, the
use of different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different estimate of fair value at the reporting date.

Property and Equipment

The components of property and equipment as of June 30 are summarized below:

(in thousands) 2016 2015

Land $ 1441  § 1,441
Buildings and building improvements 868,854 836,337
Fixed and movable equipment 204,264 186,662
1,074,559 1,024,440
Less: Accumulated depreciation (625,083) (570,979)
449,476 453,461

Construction in progress 57,957 46,497
Property and equipment, net $ 507,433 $ 499,958

Depreciation expense for the years ended June 30, 2016 and 2015 amounted to $54.1 million and
$60.1 million, respectively.

The Hospital’s facility is on land owned by the Washington Hospital Center. This land is being
leased through the year 2070 for a nominal amount. Major construction projects in process include
the renovations of the inpatient psychiatry unit, the parking garage, and the west wing elevators.

Contributions Receivable

Unconditional promises to give as of June 30 were as follows:

(in thousands) 2016 2015

Less than one year $ 44030 $ 28,072
One to five years 28,137 30,219
More than five years 13,360 16,347

85,527 74,638
Less: Discount (5,074) (6,081)
Allowance for uncollectible contributions (1,049) (1,097)
Contribution receivable, net $ 79,404 $ 67,460
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Contributions receivable greater than one year in time are discounted using a rate of return that a
market participant would expect to receive over the period at the date the pledge is received. The
discount rate used is commensurate with the risk involved and ranges from 0.875% and 5.75%

based on the date the pledge is made.

Investments and Assets Whose Use is Limited

The composition and fair values of investments and assets whose use is limited, as reported on the

accompanying Combined Balance Sheets, at June 30 is as follows:

(in thousands) 2016 2015
Limited by terms of debt agreements
Money market and short term investments $ - 15,103
Fixed income securities 14,846
Total assets whose use is limited by terms
of debt agreements $ - 29,949
Limited for professional liability claims
Fixed income securities $ 15,071 21,295
Equity securities 6,789 8,953
Total funded professional liability $ 21,860 30,248
Investments
Money Market and short term Investments $ 50,699 32,230
Fixed income securities 236,346 252,584
Equity securities (including common trust funds) 323,690 294,159
Equity method investments 3,408 9,183
Total Investments $ 614,143 588,156
Interest in Beneficial Trusts
Beneficial interests held by 3rd party $ 965 6,477
Perpetual trusts held by 3rd party 6,812 7,460
Total interest and beneficial trusts $ 7,777 13,937

Page 20 of 77



Investment returns consisted of the following:

(in thousands) June 30, 2016
Temporarily Permanently
Unrestricted Restricted Restricted Total

Dividends and interest income $ 9,839 $ 2,680 $ 144 $ 12,663
Loss on equity method investments (15,892) - - (15,892)
Realized gains (losses) 2,481 (149) 149 2,481

Investment income (loss) (3,572) 2,531 293 (748)
Change in net unrealized loss
on investments (2,494) (1,596) (109) (4,199)

Total investment returns $ (6,066) $ 935 §$ 184 3 (4,947)
(in thousands) June 30, 2015

Temporarily Permanently
Unrestricted Restricted Restricted Total

Dividends and interest income $ 10,221 §$ 2638 § 16 $ 12,875
Loss on equity method investments (5,570) - - (5,570)
Realized gains 6,722 2,730 24 9,476

Investment income 11,373 5,368 40 16,781
Change in net unrealized gains/(loss)
on investments (5,992) (1,649) 73 (7,568)

Total investment returns $ 5381 § 3,719 % 113  $ 9,213

Realized gains and losses are calculated by comparing proceeds upon sale of an investment to its
original cost, or its cost less any adjustment recorded for other-than-temporary loss on investments
where applicable. The change in unrealized gains or losses on investments reflects the increase or
decrease during the period in the difference between the fair value and the carrying amount of
securities.

The following tables show the gross unrealized losses and fair values of Children’s National’'s
investments and assets whose use is limited with unrealized losses that are not deemed to be
other-than-temporarily impaired, aggregated by investment category and length of time that
individual securities have been in a continuous unrealized loss position:

(in thousands)

As of June 30, 2016 Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Fixed Income $ - 8 - 3 120,435 $ (2,921) $ 120,435 $ (2,921)
Equities - - - - - -
$ - 3 - 3 120,435 $ (2,921) $ 120,435 $ (2,921)
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(in thousands)

As of June 30, 2015 Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Fixed Income $ 196,129 §$ (2,507) $ 54,449 $ (1,742) $ 250,578 $ (4,249)
Equities - - 23 (1) 23 (1)
$ 196,129 $ (2,507) $ 54,472  $ (1,743) $ 250,601 $ (4,250)

There were 9 and 18 investment positions in an unrealized loss position as of June 30, 2016 and
2015, respectively. The contractual terms of those investments do not permit the issuer to settle
the securities at a price less than the amortized cost of the investment. For the debt securities in
an unrealized loss position, Children’s National does not consider these investments to be other-
than-temporarily impaired as of June 30, 2016 and 2015. The equities are invested in broad based
index funds and have fluctuated from an unrealized gain and loss position since the acquisition and
based on management’s impairment policy, Children’s National does not consider these
investments to be other-than-temporarily impaired as of June 30, 2016 and 2015.

In October of 2013, Children’s National and Inova Health Care Services (“Inova”) partnered in a
joint venture to create Pediatric Specialists of Virginia (‘PSV”). PSV is a Virginia limited liability
company which provides high-quality pediatric specialty care to the children of Northern Virginia
through clinical excellence, innovation, education, research, and family-centered care. Children’s
National has a 50% investment in PSV, and it is accounted for under the equity method. Inova
owns the remaining 50% of PSV.

PSV is governed by an eight-member Management Committee of which Children’s National has
four members. Any action by the Management Committee must be approved by a majority of the
members, provided that it includes an affirmative vote by both one Inova representative and one
Children’s National representative.

Children’s National’s investment in PSV was $3.4 million and $9.2 million as of June 30, 2016 and
2015, respectively. Children’s National’s contributions to PSV during fiscal year 2016 included
$10.1 million of cash contributions while fiscal year 2015 included $5.2 million of capital and $8.0
million of cash contributions. Children’s National’s share of losses from PSV as of June 30, 2016
and 2015, were $15.9 million and $5.6 million, respectively, and are included within investment
income in the Combined Statements of Operations.

Derivative Instruments

In October 2002, the Hospital entered into interest rate swap agreements in conjunction with the
restructuring of its Series A tax-exempt bonds. The swaps were intended to protect the Hospital
from increased debt service costs resulting from anticipated future increases in market interest
rates.

The Medical Center recognizes their derivatives instruments as either assets or liabilities in the
Combined Balance Sheets at fair value in accordance with relevant accounting guidance. The total
notional amount of 2002 interest rate swap agreement was $14.4 million and $17.4 million,
respectively, as of June 30, 2016 and 2015. As of June 30, 2016 and 2015, the fair value of the
2002 swap was $0.6 million and $0.8 million, respectively, and is included with other noncurrent
liabilities in the accompanying Combined Balance Sheets. In 2016 and 2015, the change in fair
value of the 2002 swap was $0.3 million and 0.4 million, respectively, and is recorded as part of
non-operating revenues and expense in the accompanying Combined Statements of Operations.
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In October 2005, the Hospital entered into an interest rate swap agreement (the 2005 swap) in
conjunction with the issuance of $150 million in Series 2005-1, 2005-2 and 2005-3 tax-exempt
bonds. The swap agreement hedged the variability of cash flows related to changes in market
interest rates on the underlying variable-rate debt, effectively converting the variable-rate debt to a
fixed rate issuance for the life of the debt outstanding. On April 9, 2008, the Hospital exercised its
option to convert the interest rate on the Series 2005 bonds from the auction rate to a fixed rate of
5.45%. The Hospital continues to hold the 2005 swap. The total notional amount of the 2005
interest rate swap agreement was $139.5 million and $141.3 million as of June 30, 2016 and 2015.
As of June 30, 2016 and 2015, the fair value of the 2005 swap was $39.4 million and $28.6 million,
respectively, and is included in other noncurrent liabilities in the accompanying Combined Balance
Sheets. The change in fair value of the 2005 swap was $10.7 million and $2.1 million for the years
ended June 30, 2016 and 2015 respectively, and is recorded as part of non-operating revenues
and expenses in the accompanying Combined Statements of Operations.

Debt

As of June 30, long-term debt consisted of the following:

(in thousands) 2016 2015
Series 2008 bonds maturing between July 15, 2018 and

July 15, 2045, interest rates ranging from 4.75% to 5.25% $ - 98 249,360
Series 2005 bonds maturing in July 2035, interest rate at 5.45% - 141,350
Series 2015 bonds maturing between July 15, 2016 and

July 15, 2044, interest rates ranging from 4.00% to 5.00% 373,960 -
Loan payable to Bank of America 75,000 75,000
Loan payable to Cerner 170 281

Loan payable to Morrison Management Specialists, Inc.; nominal
interest; payable at annual installments of $86 per year;

due July 2017 86 171
Total debt 449,216 466,162
Less: Current portion of debt (9,294) (2,526)
Long-term debt, less current portion 439,922 463,636
Add/Less: Unamortized premiums (discounts) and debt
issuance costs 32,370 (28,189)
Total Long-Term Debt $ 472292 $ 435,447

Series 2015 Bonds

In September 2015, the Children’s National Obligated Group (“Obligated Group”) borrowed from
the District of Columbia (the District) the proceeds of a series of tax exempt revenue refunding
bonds (Series 2015 Bonds) issued by the District in the principal amount of $374.0 million. The
Obligated Group consists of Children’s Hospital and the Foundation. The Series 2015 Bonds were
sold at a premium of $39.8 million which is being amortized using the effective interest method.
The proceeds were used to advance refund the outstanding Series 2008 and Series 2005 Bonds
and pay the cost of issuance associated with the Series 2015 Bonds. The Series 2005 Bonds and
the Series 2008 Bonds ($139.5 million and $248.6 million outstanding as of the advance refunding
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date, respectively) were issued or refinanced as tax-exempt revenue bonds with fixed interest rates
and a final maturity date of July 2035 and July 2044, respectively. The Series 2005 Bonds and the
Series 2008 Bonds each had a call provision where the bonds could not be redeemed until July
2018. Therefore, all future interest costs plus principal were placed in an escrow account with a
trustee that will make the required principal and interest payments until which time the bonds can
be called and redeemed in July 2018. Children’s National recognized a loss on extinguishment of
debt of approximately $74.7 million during the year ended June 30, 2016 in connection with this
transaction.

The Series 2015 Bonds are comprised of four tranches:

e $195,030,000 5.00% Serial Bonds due July 15, 2016 through July 15, 2035
e $40,315,000 4.00% Term Bonds due July 15, 2040
e  $50,000,000 5.00% Term Bonds due July 15, 2040
e $88,615,000 5.00% Term Bonds due July 15, 2044

The most restrictive covenants for the Series 2015 Bonds require the Obligated Group to maintain
a minimum debt service coverage ratio of 1.5, an operating margin of at least 2%, days cash on
hand of at least 90 days, and a debt to capitalization ratio of less than 60% at June 30, 2016.

Series 2008 Bonds
In April 2008, the District of Columbia issued $250 million of Hospital Revenue bonds (the Series
2008 Bonds).

The proceeds of the sale of the Series 2008 Bonds were loaned by the District of Columbia to the
Obligated Group pursuant to a loan agreement dated as of April 1, 2008. The proceeds, together
with other available money, are being used in the aggregate to: (1) finance the cost of construction,
renovation, equipping and furnishing certain health facilities owned by the Hospital, including, but
not limited to (i) the completion of the East Wing Inpatient Tower; (ii) the expansion of Surgical
Services into newly constructed space above the emergency and ambulance drive; (iii) the
expansion, redesign and upgrade of the Diagnostic Imaging and Radiology Services Departments
(iv) expansion of the Cardiology Outpatient Services, Gastroenterology Clinic and the
Otolaryngology Clinic; (v) certain infrastructure upgrades at the Hospital, including parking
enhancements; and (vi) certain related improvements to the Hospital; (2) funding, if necessary of
any working capital costs, (3) funding any required debt service reserve fund or capitalized interest,
and (4) paying certain costs of issuance, including any bond insurance or credit enhancement.

The Series 2008 Bonds were comprised of five tranches:

e $3,680,000 5.25% Term Bonds due July 15, 2018

e $3,990,000 4.75% Term Bonds due July 15, 2022

e $11,315,000 5.00% Term Bonds due July 15, 2028
e $76,250,000 5.25% Term Bonds due July 15, 2038
e $154,765,000 5.25% Term Bonds due July 15, 2045
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The Series 2008 Bonds were secured pursuant to an indenture of trust (the Indenture) between the
District of Columbia and the Bank of New York. The bondholder held the security interest in gross
receipts of the Obligated Group.

The Series 2008 Bonds were insured by Assured Guaranty Municipal Corporation. In September of
2015, the Series 2008 Bonds were advance refunded with the proceeds from the Series 2015
Bonds.

The most restrictive covenants for the Series 2008 Bonds required the Obligated Group to maintain
a minimum debt service coverage ratio of 1.5, an operating margin of at least 2%, days cash on
hand of at least 90 days, and a debt to capitalization ratio of less than 60% at June 30, 2015.

Series 2005 Bonds

In October 2005, the District of Columbia issued $150 million of Hospital Revenue bonds in three
Sub-Series 2005-1, 2005-2 and 2005-3 Bonds (collectively, the Series 2005 Bonds). The
Obligated Group under the Series 2005 bonds included the Hospital and the Foundation.

The proceeds of the sale of the Series 2005 Bonds were loaned by the District of Columbia to the
Obligated Group pursuant to a loan agreement dated as of October 1, 2005. The proceeds,
together with other available money, were being used in the aggregate to: (1) finance the cost of
construction, renovation and equipping of improvements to the Hospital’s facilities, (2) pay a portion
of the interest accruing on the Series 2005 Bonds during construction, renovation and equipping of
the project, (3) fund a debt service reserve fund for the Series 2005 Bonds, and (4) pay costs of
issuing the Series 2005 Bonds, including the payment of the premium for the bond insurance

policy.
The Series 2005 Bonds were comprised of three tranches:

e $50,000,000 5.45% Bonds due July 15, 2035
e $50,000,000 5.45% Bonds due July 15, 2035
e $50,000,000 5.45% Bonds due July 15, 2035

The project consisted of financing and reimbursing the costs of the construction, renovation, and
equipping of improvements to the Hospital’s facilities including the completion of the East Addition
Patient Care Tower and Main Hospital renovations (including renovation of the perioperative suite),
erecting steel and shell for the sixth floor research addition, updating clinical information systems
and information systems infrastructure, replacing and improving diagnostic imaging equipment, and
purchasing other miscellaneous equipment.

The Obligated Group initially entered into an interest rate swap related to the variable rate Series
2005 Bonds, which effectively resulted in fixing the interest rate on the debt at 3.68%.

On April 9, 2008, the Obligated Group exercised its option to convert the interest rate on Series
2005 bonds from the auction rate to a fixed rate of 5.45%.

The Series 2005 Bonds were secured pursuant to an indenture of trust (the Indenture) between the

District of Columbia and the Bank of New York. The bondholder held the security interest in gross
receipts of the Obligated Group. The most restrictive covenants for the Series 2008 Bonds
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required the Obligated Group to maintain a minimum debt service coverage ratio of 1.5, an
operating margin of at least 2%, days cash on hand of at least 90 days, and a debt to capitalization
ratio of less than 60% at June 30, 2015.

The Series 2005 Bonds were insured by Assured Guaranty Municipal Corporation. In September
of 2015, the Series 2005 Bonds were advance refunded with the proceeds from the Series 2015
Bonds.

Series 1992 Bonds

In 2008, Children’s National purchased $28.1 million of the bonds at par and sold the bonds to the
Captive at par. On June 29, 2015, the Obligated Group redeemed the outstanding principal
amount of the Series 1992 with a payment of $18.0 million from its cash reserves. The 1992
Bonds were owned by Bearacuda RE, one of the entities comprising Children’s National. On
June 30, 2015, Bearacuda RE transferred $20.0 million back to Children’s National in the form of
additional paid in capital.

Bank of America Loan

On March 15, 2013, the Hospital entered into a loan agreement with Bank of America (“BoA”) to
borrow $75 million. Interest payments of Libor plus 68 basis points are due on the first of each
month and the principle must be repaid in full on March 15, 2018. The Medical Center paid debt
issuance cost of $50 thousand in connection with the borrowing, which will be amortized to interest
expense over the term of the loan. The proceeds from the borrowing will be used for general
business purposes including increasing its cash reserve. In conjunction with the master borrowing
agreement, BoA requires compliance with predetermined debt coverage ratios and minimum cash
balance.

Maturities and sinking fund requirements of long-term debt outstanding for the next 5 years and
thereafter as of June 30, 2016 were as follows:

(in thousands)

2017 $ 6,566
2018 78,370
2019 3,250
2020 3,295
2021 7,505
Thereafter 350,230

$ 449,216
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10.

A summary of interest cost and investment income on borrowed funds during the years ended
June 30 were as follows:

(in thousands) 2016 2015
Interest cost
Capitalized $ - $ 1,063
Charged to operations and non-operating expenses 19,899 25,436

$ 19,899 $ 26,499

Endowments

Children’s National endowment consists of 120 individual donor restricted endowment funds and
one board-designated endowment fund for a variety of purposes. In addition, contributions
receivables, split interest agreements, and other net assets have been designated for Children’s
National endowment.

The Board of Trustees of the Children’s National has interpreted the “Uniform Prudent
Management of Institutional Funds Act” (“UPMIFA”) as requiring the preservation of the original gift
as of the qift date of the donor-restricted endowment funds absent explicit donor stipulations to the
contrary. As a result of this interpretation, Children’s National classifies as permanently restricted
net assets, (a) the original value of gifts donated to the permanent endowment, (b) the original
value of subsequent gifts to the permanent endowment, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at the
time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by Children’s
National in a manner consistent with the standard of prudence prescribed by UPMIFA. In
accordance with UPMIFA, Children’s National considers the following factors in making a
determination to appropriate or accumulate endowment funds:

1
2
3

The duration and preservation of the fund
The purposes of Children’s National and the donor restricted endowment fund

General economic conditions

5
6
7

The expected total return from income and the appreciation of investments

(1)
(2)
3)
(4) The possible effect of inflation and deflation
()
(6) Other resources of Children’s National

(7)

The investment policies of Children’s National
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Endowment net asset composition by type of fund as of June 30 were as follows:

(in thousands)

Donor-restricted endowment funds
Board-designated endowment funds

Total endowment funds

(in thousands)

Donor-restricted endowment funds
Board-designated endowment funds

Total endowment funds

2016
Permanently
Unrestricted Restricted Total
$ - 3 133,148 $ 133,148
4 - 4
$ 4 $ 133,148  $ 133,152
2015
Permanently
Unrestricted Restricted Total
$ - 9 128,544  $ 128,544
4 - 4
$ 4 9 128,544  $ 128,548

Changes in endowment net assets for the years ended June 30 (in thousands) were as follows:

Endowment net assets, beginning
of year

Investment income
Net appreciation (realized and unrealized)

Total investment return
Gifts

Endowment net assets, end
of year

2016
Permanently
Unrestricted Restricted Total

$ 4 $ 128,544 $ 128,548
- 144 144
- (607) (607)
- (463) (463)
- 5,067 5,067

$ 4 $ 133,148 $ 133,152
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2015
Permanently

Unrestricted Restricted Total

Endowment net assets, beginning
of year $ 4 124592  § 124,596
Investment income - 16 16
Net appreciation (realized and unrealized) - 152 152

Total investment return - 168 168
Gifts - 3,784 3,784
Endowment net assets, end
of year $ 4 % 128,544  $ 128,548

Permanently Restricted Net Assets (Endowments Only)

The portion of perpetual endowment funds that is required to be retained permanently either by
explicit donor stipulation or by UPMIFA as of June 30:

(in thousands) 2016 2015

Patient care $ 62,698 $ 59,813
Building expansion and equipment - 37
Health-related education 5,265 5,172
Research 65,185 63,522

$ 133,148 § 128,544

Endowment Funds With Deficits

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the value of the initial and subsequent donor gift amounts (deficit). When
donor endowment deficits exist, they are classified as a reduction of unrestricted net assets. There
were no deficits in donor gift amounts as of June 30, 2016 and 2015.

Return Objectives and Risk Parameters

Children’s National has adopted endowment investment and spending policies that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of endowment assets. Under this policy, the return objective for the
endowment assets, measured over a full market cycle, shall be to maximize the return against a
blended index, based on the endowment’s target allocation applied to the appropriate individual
benchmarks. Children’s National expects its endowment funds over time, to provide an average
rate of return of approximately 5% annually. Actual returns in any given year may vary from this
amount.
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1.

12,

Strategies Employed for Achieving Investment Objectives

To achieve its long-term rate of return objectives, Children’s National relies on a total return
strategy in which investment returns are achieved through both capital appreciation (realized and
unrealized gains) and current yield (interest and dividends). Children’s National targets a
diversified asset allocation that places greater emphasis on equity-based investments to achieve its
long-term objectives within prudent risk constraints.

Endowment Spending Allocation and Relationship of Spending Policy to Investment
Objectives

The Board of Trustees of Children’s National determines the method to be used to appropriate
endowment funds for expenditure. Calculations were performed for individual endowment funds at
a rate of 5% of the rolling three calendar year average market value on a unitized basis one year
subsequent to the calculation. The corresponding calculated spending allocations were distributed
annually on the first day of the fiscal year from the current net total or accumulated net total
investment returns for individual endowment funds. In establishing this policy, the Board
considered the expected long term rate of return on its endowment. Accordingly, over the long
term, Children’s National expects the current spending policy to allow its endowment to grow at
between 3-8% annually, consistent with its intention to maintain the purchasing power of the
endowment assets as well as to provide additional real growth through new gifts.

Temporarily Restricted Net Assets

Temporarily restricted net assets, consisting of cash, investments, and contributions receivable,
were available for the following purposes at June 30:

(in thousands) 2016 2015

Patient care $ 91,146 $ 101,459
Building expansion and equipment 10,797 9,457
Health-related education 7,320 10,032
Research 24,457 23,010
Charitable remainder trusts 965 6,476

$ 134,685 $ 150,434

Insurance

The Medical Center self-insures for malpractice and general liability claims up to a retention limit
and carries excess coverage above that limit. On August 1, 1997, the Medical Center established
the Captive as a wholly owned captive insurance company to assume the retained portion of
medical malpractice, employment, and general liability claims of the Medical Center arising on or
after August 1, 1997. Cash transfers to the Captive are based on premium levels established by
the Captive’s management, as well as Cayman Islands statutory capital requirements.

The reserve for claims shown in the accompanying Combined Balance Sheets represent the
reserve for asserted and unasserted malpractice and comprehensive general liability claims
against the Medical Center and its affiliated physicians. The reserve for claims is estimated by
management using information supplied by legal counsel and an independent actuarial firm.
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13.

14,

Malpractice and other claims in excess of the reserve for claims have been asserted against the
Medical Center, and it is possible that actual claim liabilities could differ from estimated amounts in
the near term. However, management and legal counsel do not believe that the ultimate cost of
resolving asserted and unasserted claims related to events having occurred through June 30, 2016
are materially in excess of the reserve for claims and malpractice insurance coverage.

The Medical Center also self-insures for employee health claims. In addition, the Medical Center
has a deductible of $500 thousand per occurrence for workers’ compensation. Amounts accrued in
the accompanying Combined Balance Sheets for the estimated cost of health care claims incurred,
including estimates for incurred but not reported amounts, was approximately $4.0 million and

$3.9 million as of June 30, 2016 and 2015, respectively. Amounts accrued for workers
compensation claims were approximately $1.9 million and $2.1 million as of June 30, 2016 and
2015, respectively.

Benefit Plans

The Medical Center sponsors a defined contribution retirement plan that is available to substantially
all employees. The Medical Center makes contributions to the plan on behalf of each participant
based on the employee’s level of contribution. The cost of the plan to the Medical Center was
approximately $19.5 million and $17.0 million as of June 30, 2016 and 2015, respectively.

The Medical Center also has incentive compensation plans, based on achievement of
organizational and individual goals, and deferred compensation arrangements. Assets and
liabilities related to the deferred compensation arrangements are included in other noncurrent
assets and other noncurrent liabilities in the accompanying Combined Balance Sheets in the
amount of approximately $21.3 million and $22.9 million as of June 30, 2016 and 2015,
respectively.

Leases

The Medical Center operates certain property and equipment under capital leases and is obligated
under several operating leases. The operating leases are primarily for the rental of space at
auxiliary locations and for the use of certain office and lab equipment. Several of these leases
contain escalation clauses, with fixed-rate increases ranging from 2% — 4%. The Medical Center
has recorded a deferred rent liability of approximately $4.6 million and $4.7 million as of June 30,
2016 and 2015, respectively, which is included in accrued salaries and other expenses in the
accompanying Combined Balance Sheets.
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15.

Future minimum payments for the years ending June 30 are as follows:

(in thousands) Operating Capital
Leases Leases
2017 $ 14,182  § 1,425
2018 15,028 1,114
2019 14,464 730
2020 13,383 581
2021 and thereafter 42,661 7,058
Total future minimum payments 99,718 10,908
Less: Amount representing interest - (5,046)
Present value of net minimum lease payments $ 99,718 $ 5,862

As of June 30, 2016, the amount representing short term and long term interest is $.5 million and
$4.5 million, respectively.

Rent expense was $15.9 million and 15.8 million for the years ended June 30, 2016 and 2015,
respectively.

Fixed assets under capital leases as of June 30 are as follows:

(in thousands) 2016 2015

Moveable equipment $ 290838 $ 24,731

Less: Accumulated depreciation (23,370) (19,926)
Property and equipment under capital leases, net $ 6,468 $ 4,805

Concentrations of Credit Risk

The Medical Center grants credit without collateral to its patients, most of whom are local residents
insured under third-party payor agreements. The mix of receivables as of June 30 was as follows:

2016 2015
Managed Care/Commercial 52 % 57 %
Maryland Medicaid 24 21
District of Columbia Medicaid 14 15
Virginia Medicaid and other 8 6
Self-pay 2 1
100 % 100 %
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18.

Functional Expenses

The Medical Center provides health care services to children both within and outside its
geographical service area. Expenses related to providing these services for the years ending
June 30 were as follows:

(in thousands) 2016 2015

Patient care $ 699,679 $ 647,958
Research 55,947 58,009
Management and general 311,618 298,053
Fundraising 24,234 24,337

$ 1,091,478 § 1,028,357

Commitments and Contingencies

The Medical Center is involved in litigation and regulatory investigations arising in the ordinary
course of business. After consulting with legal counsel, management estimates that these matters
will be resolved without material adverse effect on the Medical Center’s future financial position or
results from operations.

In the fourth quarter of fiscal year 2015, Children’s National reached a settlement with the United
States, the District of Columbia and the Commonwealth of Virginia relating to the impact that past
calculations and allocations of certain costs and metrics had on the Hospital's reimbursement
under the Medicare, Medicaid and graduate medical education programs. The claim resulting in the
settlement was focused on financial, reimbursement matters only; the quality of patient care was
never questioned or raised. The settlement amount of $12.9 million was paid from the
organization’s reserves.

Subsequent Events

Subsequent events have been evaluated by management through October 25, 2016 which is the
date the financial statements were issued.
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Report of Independent Auditors on Supplementary Combining Information

To the Board of Trustees of
Children’s National Medical Center and Subsidiaries:

We have audited the combined financial statements of Children’s National Medical Center and
Subsidiaries (“Children’s National”) as of June 30, 2016 and for the year then ended and our report
thereon appears on page 1 of this document. That audit was conducted for the purpose of forming an
opinion on the combined financial statements taken as a whole. The combining information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the combining financial statements. The combining information has been
subjected to the auditing procedures applied in the audit of the combined financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the combined financial statements or to the combined
financial statements themselves and other additional procedures, in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the combining information is fairly
stated, in all material respects, in relation to the combined financial statements taken as a whole. The
combining information is presented for purposes of additional analysis of the combined financial
statements rather than to present the financial position and results of operations and changes in
unrestricted net assets of the individual entities and is not a required part of the combined financial
statements. Accordingly, we do not express an opinion on the financial position and results of operations
of the individual entities.

October 25, 2016
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Report of Independent Auditors

To the Board of Trustees of
Children’s National Medical Center and Subsidiaries

We have audited the accompanying consolidated financial statements of Children’s National Medical
Center and Subsidiaries (“Children’s National”), which comprise the consolidated balance sheets as of
June 30, 2017 and 2016, and the related consolidated statements of operations, changes in net assets
and cash flows for the years then ended.

Management’s Responsibility for the Consolidated Financial Statements

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

Auditors’ Responsibility

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

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

Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material
respects, the financial position of Children’s National as of June 30, 2017 and 2016, and the results of
their operations, their changes in net assets and their cash flows for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

October 24, 2017
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(in thousands) 2017 2016

Assets

Current assets
Cash and cash equivalents $ 138,850 $ 128,301
Accounts receivable for patient services, net of allowance
for uncollectible accounts of $11,228 and

$10,469 as of June 30, 2017 and 2016, respectively 179,394 144,806
Settlements due from third-party payors 7,302 6,508
Contributions receivable, net 33,480 43,591
Grant receivable 21,170 26,783
Inventories of supplies 9,424 9,332
Prepaid expenses and other 26,489 25,772

Total current assets 416,109 385,093

Noncurrent assets

Property and equipment, net 554,137 507,433
Assets whose use is limited by professional liability claims 26,226 21,860
Investments 676,729 614,143
Contributions receivable, net 33,754 35,813
Interest in beneficial trusts 8,184 7,777
Other 26,790 21,519

Total other noncurrent assets 1,325,820 1,208,545

Total assets $ 1741929 $ 1,593,638
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(in thousands)

Liabilities and Net Assets

Current liabilities
Accounts payable
Accrued salaries and other expenses
Current portion of reserve for claims
Settlements due to third-party payors
Deferred revenue
Current portion of long-term debt
Current portion of capital lease obligations

Total current liabilities

Noncurrent liabilities
Long-term debt
Long-term capital lease obligations
Reserve for claims
Interest rate swaps
Other long-term liabilities

Total noncurrent liabilities
Total liabilities

Net assets

Unrestricted

Temporarily restricted
Permanently restricted

Total net assets

Total liabilities and net assets

2017 2016
37,630 $ 36,129
113,495 117,765
22,634 21,936
2,928 843
26,291 25,212
5,866 9,294
882 1,228
209,726 212,407
466,444 472,292
5,201 5,301
67,025 53,387
27,209 39,968
43,647 36,161
609,526 607,109
819,252 819,516
629,774 506,289
155,115 134,685
137,788 133,148
922,677 774,122
1,741,929 § 1,593,638
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(in thousands) 2017 2016

Unrestricted revenues, gains, and other support

Patient service revenue (net of contractual allowances and discounts) $ 1,039,697 $ 981,543
Provision for uncollectible accounts (34,533) (31,918)
Net patient service revenue less provision for uncollectible
accounts 1,005,164 949,625
Grant revenue 69,254 58,216
Other operating revenue 56,618 64,828
Unrestricted contributions 26,461 34,457
Net assets released from restrictions used for operations 34,497 36,608
Total unrestricted revenues, gains, and other support 1,191,994 1,143,734
Expenses
Salaries, wages, and benefits 698,500 679,263
Supplies and other 321,293 300,002
Depreciation and amortization 62,187 54 125
Provision for insurance 21,749 18,009
Interest and amortization 17,572 17,640
Development expense 25,200 25,239
Total expenses 1,146,501 1,094,278
Operating income 45,493 49,456
Non-operating revenues and expenses
Investment income (loss) 2,960 (3,572)
Loss on extinguishment of debt - (74,723)
Realized and change in unrealized fair value of interest rate swaps 8,255 (15,559)
Other - (152)
Total non-operating revenues and expenses 11,215 (94,006)
Excess of revenues over (under) expenses 56,708 (44,550)
Unrealized gain (loss) on investments 27,502 (2,494)
Conveyance of property 45,400 -
Released from restriction for property and equipment and
other changes in net assets (6,125) 2,796
Increase (decrease) in unrestricted net assets $ 123,485 § (44,248)
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(in thousands)

Unrestricted net assets

Excess of revenues over (under) expenses

Unrealized gain (loss) on investments

Property contribution

Released from restrictions for property and equipment and
other changes in net assets

Increase (decrease) in unrestricted net assets

Temporarily restricted net assets

Contributions

Investment gain

Released from restrictions and other changes in temporarily
restricted net assets

Change in value of split interest agreements

Increase (decrease) in temporarily restricted net assets
Permanently restricted net assets
Contributions
Investment gain

Change in value of split interest agreements
Other changes in permanently restricted net assets

Increase in permanently restricted net assets
Change in net assets

Net assets
Beginning of year

End of year

2017 2016
$ 56,708 (44,550)
27,502 (2,494)
45,400 -
(6,125) 2,796
123,485 (44,248)
32,651 21,606

18,229 935
(30,401) (39,404)

(49) 1,114

20,430 (15,749)

1,973 5,067

182 184

455 (647)

2,030 -

4,640 4,604
148,555 (55,393)
774,122 829,515

$ 922,677 774,122
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(in thousands) 2017 2016

Cash flows from operating activities

Change in net assets $ 148,555 $ (55,393)
Adjustments to reconcile change in net assets to net cash and cash

equivalents provided by operating activities

Depreciation and amortization 62,187 54,125
Provision for uncollectible accounts 34,533 31,918
Provision for uncollectible contributions 1,407 (48)
Gain on sale of assets - 3)
Amortization of deferred financing costs 197 237
Loss on extinguishment of debt - 74,723
Conveyance of land and buildings (45,400) -
Loss in PSV equity investment 10,535 15,892
Net realized and change in unrealized (gains) losses on investments (44,293) 1,718
Change in fair market value of interest rate swaps (12,759) 10,500
Proceeds from restricted contributions (8,346) (8,234)
Change in assets and liabilities
Accounts receivable for patient services (69,121) (21,112)
Settlements due from third-party payors (794) 886
Other current assets and inventory of supplies (809) 5,078
Contributions and grants receivable 9,535 (17,607)
Interest in beneficial trusts (407) 6,160
Other noncurrent assets (5,293) 1,491
Accounts payable 1,501 (782)
Accrued salaries and other expenses (5,522) 10,430
Reserve for claims 14,336 (2,613)
Deferred revenue 1,079 3,019
Settlements due to third-party payors 2,085 (6,172)
Other noncurrent liabilities 7,486 (804)
Net cash and cash equivalents provided by operating activities 100,692 103,409
Cash flows from investing activities
Purchases of property, plant and equipment (61,696) (56,302)
Purchases of investments (108,386) (182,876)
Sales of investments 95,314 187,733
Contribution to equity investment (13,281) (10,117)
Net cash and cash equivalents used in investing activities (88,049) (61,562)

Cash flows from financing activities

Proceeds from issuance of long-term debt - 413,728
Payments of long-term debt (6,631) (2,831)
Repayments of long-term debt - (438,641)
Payments of debt issuance costs - (4,997)
Amortization of bond premium (2,842) (2,299)
Proceeds from restricted contributions 8,346 8,234
Payments on capital lease obligations (967) (3,322)
Net cash and cash equivalents used in financing activities (2,094) (30,128)
Increase in cash and cash equivalents 10,549 11,719
Cash and cash equivalents
Beginning of year 128,301 116,582
End of year $ 138,850 $ 128,301
Supplemental disclosure of cash flow information
Cash paid for interest $ 24868 $ 21,493
Capital lease obligations for new equipment 521 5,110
Conveyance of land and buildings 45,400 -
Property, plant and equipment in accounts payable 4,616 3,364
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Organization

The Children’s National Medical Center’s (“Children’s National” or the “Medical Center”)
consolidated financial statements include the accounts of Children’s Hospital (the “Hospital”);
Children’s Hospital Foundation (the “Foundation”); Children’s National at Walter Reed, LLC.
(“CNWR”); Children’s Research Institute (“CRI”); Safe Kids Worldwide (“Safe Kids”); Children’s
Pediatricians and Associates (“CP&A”); Children’s National Health Network (“CNHN”); Safe Kids
Worldwide, Ltd. (“SKWW, LTD”); Children’s National Advocacy and Public Policy, Inc. (‘“CNAPPI”);
and Bearacuda Reinsurance Company, Ltd. (the “Captive”); all referred to as the “Subsidiaries.”

Children’s National is a tax-exempt, nonstock corporation, which controls its subsidiary
corporations through its authority to appoint the governing boards of the tax-exempt, nonstock
subsidiaries or its stock ownership. Children’s National and its subsidiaries provide health care
services to infants, children, and youth in Washington, D.C., and the surrounding metropolitan
area. The Hospital operates an acute care pediatric and teaching facility.

The Foundation supports and maintains the programs, services, and facilities of Children’s National
in part through solicitation, receipt, administration, and distribution of philanthropic gifts on behalf of
its tax-exempt subsidiaries.

CNWR is a limited liability company organized for the purpose of holding certain real property
conveyed by the United States Department of Defense to be used for public health purposes.

CRI is a research organization involved in providing services and support in connection with the
delivery of health care services on behalf of the community.

Safe Kids is an organization involved in nonhospital pediatric health and safety activities.

CP&A is a limited liability corporation that operates for-profit physician practices. CP&A is owned
50% by Children’s National and 50% by the Hospital.

CNHN is a for-profit physician hospital organization, of which Children’s National is the sole
shareholder.

SKWW, LTD is an international organization whose mission is to administer programs aimed at
preventing unintentional injury of children. SKWW, LTD was dissolved by resolution in the first
quarter of fiscal year 2016.

CNAPPI is an organization involved in addressing the advocacy mission and community benefit
activities of Children’s National.

The Captive is a wholly owned captive insurance company established to assume general liability
and malpractice risk for Children’s National entities, effective August 1, 1997.

Children’s National, Hospital, Foundation, CRI, Safe Kids, and CNAPPI are not-for-profit

organizations that qualify under Section 501(c)(3) of the Internal Revenue Code, and are therefore,
not subject to tax under current income tax regulations.
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Risk Factors

The Medical Center’s ability to maintain or increase future revenues could be adversely impacted
by: (1) future legislation, regulation, or other actions by federal, state, or District of Columbia
agencies, which may impose requirements or continue the trend toward more restrictive limitations
on reimbursement for hospital services; (2) future legislation or adverse trends affecting the costs
related to professional liability coverage; (3) changes in general and local economic conditions
including the financial condition of the District of Columbia, the State of Maryland and the State of
Virginia; and (4) a potential shortage of qualified doctors and other skilled healthcare professionals
in the local employment market.

Summary of Significant Accounting Policies

Basis of Presentation

The accompanying consolidated financial statements have been prepared on the accrual basis of
accounting in accordance with accounting principles generally accepted in the United States of
America.

Principles of Consolidation
The consolidated financial statements include the accounts of Children’s National and all its
subsidiaries after elimination of all significant intercompany accounts and transactions.

Cash and Cash Equivalents

Cash equivalents include amounts invested in accounts with depository institutions which are
readily convertible to cash, with original maturities of three months or less. Total deposits
maintained at these institutions at times exceed the amount insured by federal agencies and
therefore, bear a risk of loss. Children’s National has not experienced such losses on these funds.

Investments and Assets Whose Use is Limited

Children’s National classifies investments as available for sale. Investments consist primarily of
money market funds, government securities, equity securities (including common trust funds), and
mutual funds that are considered other than trading securities and are reported at fair value.
Investments that management does not consider necessary for current operations are classified as
long-term.

Investments in companies in which Children’s National does not have control, but has the ability to
exercise significant influence over operating and financial policies are accounted for under the
equity method of accounting and operating results are recorded within investment income on the
Consolidated Statements of Operations. Dividends received are recorded as a reduction of the
carrying amount of the investment.

Assets whose use is limited include resources restricted under the terms of bond indenture
agreements and professional liability arrangements.

Investment Income

Investment income or loss (including interest and dividends, net of investment management fees;
realized gains and losses on investments; and any provision for other-than-temporary losses on
impairment of investments) is reported as non-operating revenue and is included in excess of
revenue over expenses unless the income or loss is restricted by donor or law. Unrealized gains
and losses on investments, if any, are excluded from excess of revenues over expenses, unless
the losses are deemed to be other-than-temporary.
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The Medical Center periodically evaluates whether any declines in the fair value of investments are
other-than-temporary. This evaluation consists of a review of several factors, including, but not
limited to: length of time and extent that a security has been in an unrealized loss position, the
existence of an event that would impair the issuer’s future earnings potential, the near-term
prospects for recovery of the market value of a security, and the intent and ability of the Medical
Center to hold the security until the market value recovers. Declines in fair value below cost that
are deemed to be other-than-temporary losses are included in non-operating revenues and
expenses in the accompanying Consolidated Statements of Operations. Investments are
principally uninsured and subject to normal credit risk.

Income Taxes

The Medical Center is a not-for-profit corporation as described in Section 501(c)(3) of the Internal
Revenue Code and is exempt from federal income taxes on related income pursuant to Section
501(a) of the Code. On such basis, the exempt entities will not incur any liability for federal income
taxes, except for possible unrelated business income.

The Financial Accounting Standards Board’s (“FASB”) guidance on accounting for uncertainty in
income taxes clarifies the accounting for uncertainty of income tax positions. The guidance defines
the threshold for recognizing tax return positions in the consolidated financial statements as “more
likely than not” that the position is sustainable, based on technical merits.

The Medical Center evaluates uncertain tax positions using a two-step approach for recognizing
and measuring tax benefits taken or expected to be taken in an unrelated business activity tax
return and disclosures regarding uncertainties in tax positions. There was no impact on the
Medical Center’s consolidated financial statements during the years ended June 30, 2017 and
2016 as the Medical Center has no uncertain tax positions.

Accounts Receivable

Accounts receivable for patient services consist of amounts due directly from patients or patients’
third-party payors such as insurance companies, managed care programs, and Medicaid programs
for services rendered. Provision for uncollectible accounts in the accompanying Consolidated
Statements of Operations is shown net of recoveries on amounts previously written off. The
allowance for uncollectible accounts is estimated based on prior experience and management’s
judgment and is, therefore, susceptible to change.

Inventories of Supplies

Inventories generally consist of medical and nonmedical supplies, and are stated at the lower of
cost or market, using the first-in, first-out method. The total inventory balance was $9.4 million and
$9.3 million at June 30, 2017 and 2016, respectively.

Contributions Receivable

Unconditional promises to give cash and other assets are reported at fair value as contributions
receivable at the date the promise is received. Conditional promises to give and indications of
intentions to give are reported at fair value at the date the promise becomes unconditional.
Amounts due are recorded at the net realizable value discounted using a rate of return that a
market participant would expect to receive over the payment period at the date the pledge is
received. An allowance for uncollectible pledges is recorded for pledges which may become
uncollectible in future periods. Amounts deemed to be uncollectible have been written off.

The contributions receivable balance is based on management’s best estimate of the amounts
expected to be collected. The amounts Children’s National will ultimately realize could differ from
the amounts assumed in arriving at the present value and allowance for doubtful accounts.
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The gifts are reported as temporarily and permanently restricted support if they are received with
donor stipulations that limit the use of the donated assets. When a donor restriction expires, that
is, when a stipulated time restriction ends or when the purpose of the restriction is accomplished,
temporarily restricted net assets are reclassified as unrestricted net assets and are reported in the
Consolidated Statements of Operations as net assets released from restrictions used for
operations or used for construction and purchase of property and equipment.

New Accounting Pronouncements

In May 2014, the FASB issued Accounting Standards Update (“ASU”) 2014-09—Revenue from
Contracts with Customers. This standard implements a single framework for recognition of all
revenue earned from customers. This framework ensures that entities appropriately reflect the
consideration to which they expect to be entitled in exchange for goods and services by allocating
transaction price to identified performance obligations and recognizing revenue as performance
obligations are satisfied. Qualitative and quantitative disclosures are required to enable users of
financial statements to understand the nature, amount, timing, and uncertainty of revenue and cash
flows arising from contracts with customers. The standard is effective for fiscal years beginning
after December 15, 2017. Children’s National is evaluating the impact this will have on the
consolidated financial statements beginning in fiscal year 2019.

In August 2014, the FASB issued ASU 2014-15, Disclosure of Uncertainties about an Entity’s
Ability to Continue as a Going Concern, which requires management of an entity to evaluate
whether there are conditions or events, considered in the aggregate, that raise substantial doubt
about the entity’s ability to continue as a going concern within one year after the date that the
financial statements are issued or available to be issued. This update is effective for annual periods
ending after December 15, 2016. No conditions or events were noted that raise substantial doubt
about Children’s National’s ability to continue as a going concern. Accordingly, the adoption of this
standard did not have a material impact on the consolidated financial statements for the year
ended June 30, 2017.

In January 2016, the FASB issued ASU 2016-01, Financial Instruments-Overall: Recognition and
Measurement of Financial Assets and Financials Liabilities. ASU 2016-01 addresses accounting
for equity investments, financial liabilities under the fair value option, and the presentation and
disclosure requirements for financial instruments. Non-public business entities will no longer be
required to disclose the fair value of financial instruments carried at amortized cost.

The amendments in ASU 2016-01 are effective for years beginning after December 15, 2018, and
early adoption is permitted. Children’s National early adopted the provisions of this standard for
the fiscal year ended June 30, 2016 that no longer requires disclosure of the fair value of financial
instruments. Children’s National is evaluating the impact the remaining guidance will have on the
consolidated financial statements beginning in fiscal year 2020.

In February 2016, the FASB issued ASU 2016-02, Leases. The new standard establishes a right-
of-use (“ROU”) model that requires a lessee to record a ROU asset and a lease liability on the
balance sheet for all leases with terms longer than 12 months. Leases will be classified as either
finance or operating, with classification affecting the pattern of expense recognition in the income
statement. ASU 2016-02 is effective for annual periods beginning after December 15, 2018,
including interim periods within those annual periods, with early adoption permitted. A modified
retrospective transition approach is required for lessees for capital and operating leases existing at,
or entered into after, the beginning of the earliest comparative period presented in the financial
statements, with certain practical expedients available. Children’s National is evaluating the impact
this standard will have on the consolidated financial statements and disclosures beginning in fiscal
year 2020.
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In August 2016, the FASB issued ASU 2016-14, Presentation of Financial Statements for Not-for-
Profit Entities. The new guidance requires improved presentation and disclosures to help not-for-
profits provide more relevant information about their resources to donors, grantor, creditors and
other users. The standard is effective for fiscal years beginning after December 15, 2017.
Children’s National is evaluating the impact of this standard on the consolidated financial
statements beginning in fiscal year 2019.

In August 2016, the FASB issued ASU 2016-15, Statement of Cash Flows (Topic 230):
Classification of Certain Cash Receipts and Cash Payments, which adds or clarifies guidance on
the classification of certain cash receipts and payments in the statement of cash flows with the
intent to alleviate diversity in practice. The update is effective for fiscal years beginning after
December 15, 2017, with early adoption permitted. Children’s National is currently evaluating the
impact of this update on the Consolidated Statements of Cash Flows beginning in fiscal year 2020.

In November 2016, the FASB issued ASU 2016-18, Statement of Cash Flows (Topic 230):
Restricted Cash, which clarifies the classification and presentation of changes in restricted cash in
the statement of cash flows. The guidance requires reporting entities to explain the changes in the
consolidated total of restricted and unrestricted cash and cash equivalent balances in the
statement of cash flows. The update is effective for fiscal years beginning after December 15,
2017, with early adoption permitted. Children’s National is currently evaluating the impact of this
update on the Consolidated Statements of Cash Flows beginning in fiscal year 2020.

Property and Equipment

Property and equipment acquisitions are recorded at cost. Depreciation expense on the Medical
Center’s property and equipment is recorded using the straight-line method, which allocates the
cost of the tangible property equally over the estimated useful lives, beginning with the date the
asset is placed in service:

Buildings 30 - 40 years
Building improvements 9 - 20 years
Fixed equipment 10 - 15 years
Movable equipment 3 - 20 years

Equipment under capital lease obligations is amortized on the straight-line method over the shorter
period of the lease term or the estimated useful life of the asset. Such amortization is included in
depreciation and amortization in the Consolidated Statements of Operations. Interest cost incurred
on borrowed funds during the period of construction of capital assets is capitalized as a component
of the cost of acquiring those assets, net of any income earned. Repairs and maintenance are
expensed as incurred. When property, plant and equipment are retired, sold or otherwise disposed
of, the asset’s carrying amount and related accumulated depreciation are removed from the
accounts and any gain or loss is included in operating income.

Deferred Financing Costs

Financing costs incurred in connection with the issuance of long-term debt are deferred and
amortized using the straight line method, which approximates the effective interest rate method,
over the period of time the debt is outstanding. Deferred financing costs are recorded in long-term
debt on the Consolidated Balance Sheets. The amortization expense was approximately $202.0
thousand and $237.4 thousand for the years ended June 30, 2017 and 2016, respectively.
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Impairment of Long-Lived Assets

Long-lived assets are reviewed for impairment when events and circumstances indicate that the
carrying amount of an asset may not be recoverable. Children’s National’s policy is to record an
impairment loss when it is determined that the carrying amount of the asset exceeds the sum of the
expected undiscounted future cash flows resulting from the use of the asset and its eventual
disposition. Impairment losses are measured as the amount by which the carrying amount of the
asset exceeds its fair value. Long-lived assets to be disposed of are reported at the lower of the
carrying amount or fair value less cost to sell. There were no impairment of long-lived assets for
the years ended June 30, 2017 and 2016.

Interest in Beneficial Trusts

The Medical Center also receives contributions in the form of irrevocable split-interest agreements.
These agreements include charitable remainder trusts, charitable gift annuities and perpetual
trusts. In all of these agreements, the Medical Center has an interest in the trust but is not the
trustee. When the trust’s obligations to all beneficiaries expire, the remaining assets revert to

the Medical Center to be used according to the donor’s wishes.

Other Long-Term Liabilities

The Medical Center entered into a favorable cash deferral contact with Cerner, Inc. (“Cerner”)
related to expenses associated with the Bear Institute in September 2013. The Bear Institute is a
purchased services information technology agreement where Cerner manages IT functionality for
operational services and capital equipment acquisitions. As an incentive, the cash flows for the
agreement are significantly deferred towards the latter portion of the seven-year agreement.

The deferred Cerner amount was $15.0 million and $15.3 million as of June 30, 2017 and 2016,
respectively and is recorded in other long-term liabilities.

Grants

Children’s National and its subsidiaries receive various grants from Federal agencies and District of
Columbia agencies for the purpose of furthering its mission of providing acute pediatric care,
research and education. Grants are recognized as support and the related project costs are
recorded as expenses when services related to grants are incurred. Cash received where related
costs have not been incurred are shown as deferred grant revenue and is included within deferred
revenue on the Consolidated Balance Sheets.

Interest Rate Swaps

The value of the interest rate swap agreements entered into by Children’s National is adjusted to
fair value monthly at the close of each accounting period based upon quotations from market
makers. The change in fair value, if any, is recorded in the Consolidated Statements of
Operations. Entering into interest rate swap agreements involves, to varying degrees, elements of
credit, default, prepayment, market and documentation risk in excess of the amounts recognized
on the Consolidated Balance Sheets. Such risks involve the possibility that there will be no liquid
market for these agreements, the counterparty to these agreements may default on its obligation to
perform and there may be unfavorable changes in interest rates.

Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are those whose use by the Medical Center has been limited by
donors to a specific time period or purpose, including federal appropriations restricted for capital
improvements. Permanently restricted net assets have been restricted by donors to be maintained
by the Medical Center in perpetuity.
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Net Patient Service Revenue

The Medical Center has agreements with third-party payors that provide for payments to the
Medical Center at amounts different from its established rates. Payment arrangements include
prospectively determined rates per discharge, reimbursed cost, discounted charges, and per diem
payments. Hospital physicians are paid principally on a contracted fee schedule. Contractual
adjustments to patient service revenue were $1.33 billion and $1.32 billion for the years ended
June 30, 2017 and 2016, respectively.

(in thousands) June 30, 2017
Third-Party Total
Payors Self-Pay All Payors
Patient service revenue (net of contractual
allowances and discounts) $ 1,000649 $ 39,048 $ 1,039,697
(in thousands) June 30, 2016
Third-Party Total
Payors Self-Pay All Payors

Patient service revenue (net of contractual
allowances and discounts) $ 938,944 $ 42599 $ 981,543

Approximately 54% and 53% of gross patient service revenues were from Medicaid and Medicaid
managed care program in 2017 and 2016, respectively. Total reimbursements received for
Graduate Medical Education (“GME”) were $11.7 million in 2017 and $11.3 million in 2016.
Federal GME is subject to appropriation each year.

Inpatient and outpatient services, defined capital and medical education costs related to
beneficiaries are paid using a cost reimbursement methodology for Medicare and the Fee-for-
Service Medicaid programs. These services are paid prospectively for DC Medicaid and Maryland
Medicaid and are not settled. For cost reimbursable items, Children’s National is reimbursed at a
tentative rate with final settlement determined after submission of the annual cost reports by
Children’s National and audits thereof by the fiscal intermediary. Children’s National cost reports
have been audited and settled by the Medicare intermediary through 2015 for all facilities.

The Virginia Medicaid cost report is settled annually and is settled through 2016.
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Charity Care

The Medical Center, in keeping with its mission and philosophy to extend quality care and
compassionate service, recognizes that some patients are unable to compensate the Medical
Center for their treatment either through third party coverage or their own resources. Accordingly,
the Medical Center extends charity or free care to those patients who do not have the ability to
meet their obligations. The Medical Center provides free care or sliding fee scales based on
federal poverty income guidelines or when it is determined that the patients are unable to fulfill their
obligations to the Medical Center. The Medical Center also provides assistance in helping patients
obtain third party coverage through state Medicaid programs. Because the Medical Center does
not pursue collections of amounts determined to qualify as charity care, they are not reported as
revenue. Direct and indirect costs for these services amounted to $8.7 million and $6.2 million for
the years ended June 30, 2017 and 2016, respectively. The costs of providing charity care
services are based on a calculation which applies a ratio of costs to charges to the gross
uncompensated charges associated with providing care to charity patients. The ratio of cost to
charge is calculated based on Medical Center’s total operating expenses divided by gross patient
service revenue.

In addition to direct charity care, the Medical Center is committed to improving the health and well-
being of children in the Washington, D.C., metropolitan area. Through programs of clinical
intervention, community awareness, education and advocacy, the Medical Center strives to
address the many challenges facing children and families today. Examples of programs
addressing these challenges are the Community Pediatric Health Care Centers, school nursing
services for District of Columbia Public Schools and District of Columbia Public Chartered Schools,
Division of Child Protection, Children’s Healthy Schools/President’s Challenge Program, and
services provided to children with AIDS.

Excess of Revenues Over (Under) Expenses

The Consolidated Statements of Operations include excess of revenues over (under) expenses.
Changes in unrestricted net assets which are excluded from excess of revenues over (under)
expenses, consistent with industry practice, include, among other items, the change in unrealized
gains and losses on investments on other than trading securities and contributions released from
restrictions for property and equipment.

Use of Estimates

The preparation of financial statements in accordance with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during reporting period. Actual results could differ from these estimates. These
significant estimates include, among others, the accounts receivable allowance for doubtful
accounts, contractual allowances, estimated third-party payor settlements, investments, and
accrued insurance costs.

Accrued Vacation
The Medical Center records a liability for amounts due to employees for future absences which are
attributable to services performed in the current and prior period.

Estimated Malpractice Costs

The provision for estimated medical malpractice claims includes estimates of the ultimate costs for
both reported claims and claims incurred but not reported.
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Medical Claims Reserve

The Medical Center's medical claims reserve is an estimate of payments to be made for reported
claims losses incurred but not reported. The estimate was developed using actuarial methods
based upon historical data for payment patterns, cost trends, and other relevant factors.

The estimate is continually reviewed and adjusted as necessary as experience develops or new
information becomes known; such adjustments are included in current operations.

Fair Value Measurements

The Medical Center follows the FASB’s guidance on fair value measurements, which defines fair
value as the price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date, establishes a framework for
measuring fair value, and expands disclosures about such fair value measurements. This
guidance applies to other accounting pronouncements that require or permit fair value
measurements and, accordingly, this guidance does not require any new fair value measurements.

The guidance discusses valuation techniques such as the market approach, cost approach and
income approach. This guidance establishes a three-tier level hierarchy for fair value
measurements based upon the transparency of inputs used to value an asset or liability as of the
measurement date.

The three-tier hierarchy prioritizes the inputs used in measuring fair value as follows:

Level 1 Observable inputs such as quoted market prices for identical assets or liabilities in
active markets;

Level 2 Observable inputs for similar assets or liabilities in an active market, or other than
quoted prices in an active market that are observable either directly or indirectly; and

Level 3 Unobservable inputs in which there is little or no market data that require the reporting
entity to develop its own assumptions.

The financial instrument’s categorization within the hierarchy is based upon the lowest level of input

that is significant to the fair value measurement. Each of the financial instruments below has been
valued utilizing the market approach.
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The following tables present the financial instruments carried at fair value grouped by hierarchy

level (in thousands):

Assets
Investments
Money market and short-term investments
Fixed income securities
Equity index funds
Real estate investments

Total investments

Beneficial interests held by 3rd party
Perpetual trusts held by 3rd party

Total assets at fair value
Liabilities
Interest rate swaps

Total liabilities at fair value

Assets

Investments
Money market and short-term investments
Fixed income securities
Equity index funds

Total investments

Beneficial interests held by 3rd party
Perpetual trusts held by 3rd party

Total assets at fair value
Liabilities
Interest rate swaps

Total liabilities at fair value

June 30, 2017

Significant
Prices Other
In Active Observable
Markets Inputs Total
(Level 1) (Level 2) Fair Value
- 95 85822 §$ 85,822
- 249,098 249,098
355,714 41 355,755
- 6,125 6,125
355,714 341,086 696,800
- 916 916
- 7,268 7,268
355,714 % 349,270 $ 704,984
- S 27,209 $ 27,209
- $ 27,209 $ 27,209
June 30, 2016
Significant
Prices Other
In Active Observable
Markets Inputs Total
(Level 1) (Level 2) Fair Value
- 95 50,699 $ 50,699
- 251,417 251,417
330,039 440 330,479
330,039 302,556 632,595
- 965 965
- 6,812 6,812
330,039 $ 310,333  $ 640,372
- 95 39,968 $ 39,968
-9 39,968 §$ 39,968
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During 2017 and 2016, there were no transfers between Levels 1 and 2.

Following is a description of the Children’s National valuation methodologies for assets and
liabilities measured at fair value.

Fair value for Level 1 is based upon quoted prices in active markets that Children’s National has
the ability to access for identical assets and liabilities. Market price data is generally obtained from
exchange or dealer markets. Children’s National does not adjust the quoted price for such assets
and liabilities. Level 1 investments include investments in equity index funds valued based on the
closing price on the primary market.

Fair value for Level 2 is based on quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active and model-based valuation
techniques for which all significant assumptions are observable in the market or can be
corroborated by observable market data for substantially the full term of the assets. Inputs are
obtained from various sources including market participants, dealers, and brokers. Level 2
investments include money market funds, certificate of deposits, real estate investments, corporate
bond funds, US government obligations, and federal agency obligations.

Interest rate swaps are valued using both observable and unobservable inputs, such as quotations
received from the counterparty, dealers or brokers, whenever available and considered reliable. In
instances where models are used, the value of the interest rate swap depends upon the contractual
terms of, and specific risks inherent in, the instrument as well as the availability and reliability of
observable inputs. Such inputs include market prices for reference securities, yield curves, credit
curves, measures of volatility, prepayment rates, assumptions for nonperformance risk, and
correlations of such inputs. The interest rate swap arrangements have inputs which can generally
be corroborated by market data and are therefore classified within Level 2.

The methods described above may produce a fair value calculation that may not be indicative of
net realizable value or reflective of future fair values. Furthermore, while Children’s National
believes its valuation methods are appropriate and consistent with other market participants, the
use of different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different estimate of fair value at the reporting date.

Property and Equipment

The components of property and equipment as of June 30 are summarized below:

(in thousands) 2017 2016
Land $ 13,341 $ 1,441
Buildings and building improvements 901,690 868,854
Fixed and movable equipment 226,212 204,264
1,141,243 1,074,559
Less: Accumulated depreciation (687,248) (625,083)
453,995 449,476
Construction in progress 100,142 57,957
Property and equipment, net $ 554,137  $ 507,433
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Depreciation expense for the years ended June 30, 2017 and 2016 amounted to $62.2 million and
$54.1 million, respectively.

In November 2016, the federal government conveyed through quitclaim deed, certain land and
buildings to CNWR to be used for the protection of public health, including research. The property,
which was recorded as Conveyance of Property within the Consolidated Statement of Changes in
Net Assets at fair market value during the year ended June 30, 2017, consisted of land and
buildings valued at $11.9 million and $33.5 million, respectively. The buildings are recorded in
construction in progress at June 30, 2017. In connection with this transaction, CNWR recorded an
environmental retirement obligation of $4.8 million.

The Hospital’s facility is on land owned by the Washington Hospital Center. This land is being
leased through the year 2070 for a nominal amount.

Contributions Receivable

Unconditional promises to give as of June 30 were as follows:

(in thousands) 2017 2016
Less than one year $ 33,959 $ 44,030
One to five years 27,319 28,137
More than five years 11,280 13,360
72,558 85,527
Less: Discount (4,277) (5,074)
Allowance for uncollectible contributions (1,047) (1,049)
Contribution receivable, net $ 67,234 % 79,404

Contributions receivable greater than one year in time are discounted using a rate of return that a
market participant would expect to receive over the period at the date the pledge is received. The
discount rate used is commensurate with the risk involved and ranges from 0.5% and 6.75% based
on the date the pledge is made.
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7.

Investments and Assets Whose Use is Limited

The composition and fair values of investments and assets whose use is limited, as reported on the
accompanying Consolidated Balance Sheets, at June 30 is as follows:

(in thousands)

Limited for professional liability claims
Fixed income securities
Equity securities

Total funded professional liability

Investments
Money Market and short term Investments
Fixed income securities
Equity securities (including common trust funds)
Equity method investments
Real Estate Investments

Total Investments

Interest in Beneficial Trusts
Beneficial interests held by 3rd party
Perpetual trusts held by 3rd party

Total interest and beneficial trusts

2017 2016
Carrying Carrying
Cost Value Cost Value
$ 16,135 $ 17,035 $ 14,184 $ 15,071
7,733 9,191 6,682 6,789
$ 23868 $ 26226 $ 20,866 $ 21,860
$ 85823 $ 85822 $ 50,699 $ 50,699
229,986 232,063 230,043 236,346
227,279 346,564 247,286 323,690
42,768 6,155 29,487 3,408
- 6,125 - -
$585,856 $676,729 $557,515 $614,143
$ - $ 916 $ - 965
- 7,268 - 6,812
$ - $ 8184 §$ - $ 7,777

Investments included approximately $222.3 million and $207.0 million at June 30, 2017 and 20186,
respectively, which is restricted by donors for specific programs or for capital improvements.
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Investment returns consisted of the following:

(in thousands)

Dividends and interest income
Loss on equity method investments
Realized gains (losses)

Investment income

Change in net unrealized gains/(loss)
on investments

Total investment returns

(in thousands)

Dividends and interest income
Loss on equity method investments
Realized gains (losses)

Investment (loss) income

Change in net unrealized gains/(loss)
on investments

Total investment returns

June 30, 2017

Temporarily  Permanently

Unrestricted Restricted Restricted Total
$ 11,200 $ 3,347 % 506 $15,053
(10,535) - - (10,535)
2,295 28 (28) 2,295
2,960 3,375 478 6,813
27,503 14,854 (296) 42,061
$ 30,463 $ 18,229 $ 182  $48,874

June 30, 2016

Temporarily  Permanently

Unrestricted Restricted Restricted Total
$ 9,839 $ 2680 $ 144  $12,663
(15,892) - - (15,892)
2,481 (149) 149 2,481
(3,572) 2,531 293 (748)
(2,494) (1,596) (109) (4,199)
$ (6,066) $ 935 § 184  § (4,947)

Realized gains and losses are calculated by comparing proceeds upon sale of an investment to its
original cost, or its cost less any adjustment recorded for other-than-temporary loss on investments
where applicable. The change in unrealized gains or losses on investments reflects the increase or
decrease during the period in the difference between the fair value and the carrying amount of

securities.

The following tables show the gross unrealized losses and fair values of Children’s National's
investments and assets whose use is limited with unrealized losses that are not deemed to be
other-than-temporarily impaired, aggregated by investment category and length of time that
individual securities have been in a continuous unrealized loss position:

(in thousands)

As of June 30, 2017 Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Fixed Income $208,830 $ (1,676) $ 97 $

Equities -

(1) $208927 $ (1,677)

$208,830 $

(1,676) $ 97§ (1) $208927 $ (1,677)
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(in thousands)

As of June 30, 2016 Less Than 12 Months 12 Months or More Total
Fair Unrealized Fair Unrealized Fair Unrealized
Value Losses Value Losses Value Losses
Fixed Income $ - 9 - $120435 $ (2,921) $120,435 $ (2,921)
Equities - - - - - -
$ - 9 - $120435 $ (2,921) $120,435 $ (2,921)

There were 7 and 9 investment positions in an unrealized loss position as of June 30, 2017 and
2016, respectively. The contractual terms of those investments do not permit the issuer to settle
the securities at a price less than the amortized cost of the investment. For the debt securities in
an unrealized loss position, Children’s National does not consider these investments to be other-
than-temporarily impaired as of June 30, 2017 and 2016. The equities are invested in broad based
index funds and have fluctuated from an unrealized gain and loss position since the acquisition and
based on management’s impairment policy, Children’s National does not consider these
investments to be other-than-temporarily impaired as of June 30, 2017 and 2016.

In October of 2013, Children’s National and Inova Health Care Services (“Inova”) partnered in a
joint venture to create Pediatric Specialists of Virginia (“PSV”). PSV is a Virginia limited liability
company which provides high-quality pediatric specialty care to the children of Northern Virginia
through clinical excellence, innovation, education, research, and family-centered care. Children’s
National has a 50% investment in PSV, and it is accounted for under the equity method. Inova
owns the remaining 50% of PSV.

PSV is governed by an eight-member Management Committee of which Children’s National has
four members. Any action by the Management Committee must be approved by a majority of the
members, provided that it includes an affirmative vote by both one Inova representative and one
Children’s National representative.

Children’s National’s investment in PSV was $6.2 million and $3.4 million as of June 30, 2017 and
2016, respectively. Children’s National’s contributions to PSV during fiscal year 2017 included
$13.3 million of cash contributions while fiscal year 2016 included $10.1 million of cash
contributions. Children’s National's share of losses from PSV as of June 30, 2017 and 2016, were
$10.5 million and $15.9 million, respectively, and are included within investment income in the
Consolidated Statements of Operations.

The total assets, liabilities, and members’ equity as of June 30, 2017 and 2016 and the total
revenue, total expenses and net loss for the years then ended for PSV are as follows:

(in thousands) 2017 2016
Total assets $ 21,117 § 16,798
Total liabilities 8,809 7,127
Members' equity 12,308 9,671
Total revenue 26,027 23,284
Total expenses 47,661 46,466
Net loss (21,634) (23,182)
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Derivative Instruments

In October 2002, the Hospital entered into interest rate swap agreements in conjunction with the
restructuring of its Series A tax-exempt bonds. The swaps were intended to protect the Hospital
from increased debt service costs resulting from anticipated future increases in market interest
rates.

The Medical Center recognizes their derivatives instruments as either assets or liabilities in the
Consolidated Balance Sheets at fair value in accordance with relevant accounting guidance. The
total notional amount of the 2002 interest rate swap agreement was $11.1 million and $14.4 million,
respectively, as of June 30, 2017 and 2016. As of June 30, 2017 and 2016, the fair value of the
2002 swap was $0.2 million and $0.6 million, respectively, and is included with other noncurrent
liabilities in the accompanying Consolidated Balance Sheets. In 2017 and 2016, the change in fair
value of the 2002 swap was $0.4 million and $0.3 million, respectively, and is recorded as part of
non-operating revenues and expenses in the accompanying Consolidated Statements of
Operations.

In October 2005, the Hospital entered into an interest rate swap agreement (the 2005 swap) in
conjunction with the issuance of $150 million in Series 2005-1, 2005-2 and 2005-3 tax-exempt
bonds. The swap agreement hedged the variability of cash flows related to changes in market
interest rates on the underlying variable-rate debt, effectively converting the variable-rate debt to a
fixed rate issuance for the life of the debt outstanding. On April 9, 2008, the Hospital exercised its
option to convert the interest rate on the Series 2005 bonds from the auction rate to a fixed rate of
5.45%. The Hospital continues to hold the 2005 swap. The total notional amount of the 2005
interest rate swap agreement was $137.5 million and $139.5 million as of June 30, 2017 and 2016.
As of June 30, 2017 and 2016, the fair value of the 2005 swap was $27.0 million and $39.4 million,
respectively, and is included in other noncurrent liabilities in the accompanying Consolidated
Balance Sheets. The unrealized gain on the 2005 swap was $12.4 million and the unrealized loss
was $10.7 million for the years ended June 30, 2017 and 2016 respectively, and is recorded as
part of non-operating revenues and expenses in the accompanying Consolidated Statements of
Operations.

The total derivative interest expense was $4.5 million and $5.1 million for the years ended June 30,
2017 and 2016, respecitvely.
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9. Debt

As of June 30, long-term debt consisted of the following:

(in thousands) 2017 2016
Series 2015 bonds maturity between July 15, 2016 and

July 15, 2044, interest rates ranging from 4.00% to 5.00% $ 367,480 $ 373,960
Loan payable to Bank of America 75,000 75,000
Loan payable to Cerner 105 170

Loan payable to Morrison Management Specialists, Inc.; nominal
interest; payable at annual installments of $86 per year;

due July 2017 - 86
Total debt 442,585 449,216
Add/Less: Unamortized premiums and debt issuance costs 29,725 32,370
472,310 481,586

Less: Current portion (5,866) (9,294)
Total long-term debt $ 466,444 $ 472,292

Series 2015 Bonds

In September 2015, the Children’s National Obligated Group (“Obligated Group”) borrowed from
the District of Columbia (the “District”) the proceeds of a series of tax exempt revenue refunding
bonds (“Series 2015 Bonds”) issued by the District in the principal amount of $374.0 million. The
Obligated Group consists of Children’s Hospital, CNWR (joined September 2016), and the
Foundation. The Series 2015 Bonds were sold at a premium of $39.8 million which is being
amortized using the effective interest method. The proceeds were used to advance refund the
outstanding Series 2008 and Series 2005 Bonds and pay the cost of issuance associated with the
Series 2015 Bonds. The Series 2005 Bonds and the Series 2008 Bonds ($139.5 million and
$248.6 million outstanding as of the advance refunding date, respectively) were issued or
refinanced as tax-exempt revenue bonds with fixed interest rates and a final maturity date of

July 2035 and July 2044, respectively. The Series 2005 Bonds and the Series 2008 Bonds each
had a call provision where the bonds could not be redeemed until July 2018. Therefore, all future
interest costs plus principal were placed in an escrow account with a trustee that will make the
required principal and interest payments until which time the bonds can be called and redeemed in
July 2018. Children’s National recognized a loss on extinguishment of debt of approximately
$74.7 million during the year ended June 30, 2016 in connection with this transaction.

The Series 2015 Bonds are comprised of four tranches:

e $195,030,000 5.00% Serial Bonds due July 15, 2016 through July 15, 2035
e  $40,315,000 4.00% Term Bonds due July 15, 2040
e  $50,000,000 5.00% Term Bonds due July 15, 2040
e $88,615,000 5.00% Term Bonds due July 15, 2044
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The most restrictive covenants for the Series 2015 Bonds require the Obligated Group to maintain
a minimum debt service coverage ratio of 1.5, days cash on hand of at least 90 days, and a debt to
capitalization ratio of less than 60% at June 30, 2017.

Series 2008 Bonds

In April 2008, the District of Columbia issued $250 million of Hospital Revenue bonds (“the Series
2008 Bonds”). The Obligated Group under the Series 2008 Bonds included the Hospital and the
Foundation.

The proceeds of the sale of the Series 2008 Bonds were loaned by the District of Columbia to the
Obligated Group pursuant to a loan agreement dated as of April 1, 2008. The proceeds, together
with other available money, are being used in the aggregate to: (1) finance the cost of construction,
renovation, equipping and furnishing certain health facilities owned by the Hospital, including, but
not limited to (i) the completion of the East Wing Inpatient Tower; (ii) the expansion of Surgical
Services into newly constructed space above the emergency and ambulance drive; (iii) the
expansion, redesign and upgrade of the Diagnostic Imaging and Radiology Services Departments
(iv) expansion of the Cardiology Outpatient Services, Gastroenterology Clinic and the
Otolaryngology Clinic; (v) certain infrastructure upgrades at the Hospital, including parking
enhancements; and (vi) certain related improvements to the Hospital; (2) funding, if necessary of
any working capital costs, (3) funding any required debt service reserve fund or capitalized interest,
and (4) paying certain costs of issuance, including any bond insurance or credit enhancement.

The Series 2008 Bonds were comprised of five tranches:

e $3,680,000 5.25% Term Bonds due July 15, 2018

e $3,990,000 4.75% Term Bonds due July 15, 2022

e $11,315,000 5.00% Term Bonds due July 15, 2028

¢ $76,250,000 5.25% Term Bonds due July 15, 2038

e $154,765,000 5.25% Term Bonds due July 15, 2045

The Series 2008 Bonds were secured pursuant to an indenture of trust (the Indenture) between the

District of Columbia and the Bank of New York. The bondholder held the security interest in gross
receipts of the Obligated Group.

The Series 2008 Bonds were insured by Assured Guaranty Municipal Corporation. In
September of 2015, the Series 2008 Bonds were advance refunded with the proceeds from the
Series 2015 Bonds.

Series 2005 Bonds

In October 2005, the District of Columbia issued $150 million of Hospital Revenue bonds in three
Sub-Series 2005-1, 2005-2 and 2005-3 Bonds (collectively, “the Series 2005 Bonds”).

The Obligated Group under the Series 2005 Bonds included the Hospital and the Foundation.
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The proceeds of the sale of the Series 2005 Bonds were loaned by the District of Columbia to the
Obligated Group pursuant to a loan agreement dated as of October 1, 2005. The proceeds,
together with other available money, were being used in the aggregate to: (1) finance the cost of
construction, renovation and equipping of improvements to the Hospital’s facilities, (2) pay a portion
of the interest accruing on the Series 2005 Bonds during construction, renovation and equipping of
the project, (3) fund a debt service reserve fund for the Series 2005 Bonds, and (4) pay costs of
issuing the Series 2005 Bonds, including the payment of the premium for the bond insurance

policy.
The Series 2005 Bonds were comprised of three tranches:

e $50,000,000 5.45% Bonds due July 15, 2035
e $50,000,000 5.45% Bonds due July 15, 2035
e $50,000,000 5.45% Bonds due July 15, 2035

The project consisted of financing and reimbursing the costs of the construction, renovation, and
equipping of improvements to the Hospital’s facilities including the completion of the East Addition
Patient Care Tower and Main Hospital renovations (including renovation of the perioperative suite),
erecting steel and shell for the sixth floor research addition, updating clinical information systems
and information systems infrastructure, replacing and improving diagnostic imaging equipment, and
purchasing other miscellaneous equipment.

The Series 2005 Bonds were secured pursuant to an indenture of trust (the Indenture) between the
District of Columbia and the Bank of New York. The bondholder held the security interest in gross
receipts of the Obligated Group.

The Series 2005 Bonds were insured by Assured Guaranty Municipal Corporation. In
September of 2015, the Series 2005 Bonds were advance refunded with the proceeds from the
Series 2015 Bonds.

Bank of America Loan

On March 15, 2013, the Hospital entered into a loan agreement with Bank of America (“BoA”) to
borrow $75 million. Interest payments of Libor plus 68 basis points are due on the first of each
month and the principle must be repaid in full on March 15, 2018. The Medical Center paid debt
issuance cost of $50 thousand in connection with the borrowing, which will be amortized to interest
expense over the term of the loan. The proceeds from the borrowing will be used for general
business purposes including increasing its cash reserve. In conjunction with the master borrowing
agreement, BoA requires compliance with predetermined debt coverage ratios and minimum cash
balance.

On June 26, 2017, the Hospital entered into an amended loan agreement with BoA and extended

the maturity date of the loan to June 1, 2020. Interest payments of Libor plus 44 basis points are
due on the first of each month and the principle must be repaid on the maturity date.
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10.

Maturities and sinking fund requirements of long-term debt outstanding for the next 5 years and
thereafter as of June 30, 2017 were as follows:

(in thousands)

2018 $ 3,200
2019 3,355
2020 78,295
2021 7,505
2022 7,880
Thereafter 342,350

$ 442,585

A summary of interest cost and investment income on borrowed funds during the years ended
June 30 as follows:

(in thousands) 2017 2016

Interest cost
Charged to operations and non-operating expenses $ 22,076 $ 19,899

$ 22,076 $ 19,899

Endowments

Children’s National endowment consists of 124 individual donor restricted endowment funds and
one board-designated endowment fund for a variety of purposes. In addition, contributions
receivables, split interest agreements, and other net assets have been designated for Children’s
National endowment.

The Board of Trustees of Children’s National has interpreted the “Uniform Prudent Management of
Institutional Funds Act” (“UPMIFA”) as requiring the preservation of the original gift as of the gift
date of the donor-restricted endowment funds absent explicit donor stipulations to the contrary. As
a result of this interpretation, Children’s National classifies as permanently restricted net assets, (a)
the original value of gifts donated to the permanent endowment, (b) the original value of
subsequent gifts to the permanent endowment, and (c) accumulations to the permanent
endowment made in accordance with the direction of the applicable donor gift instrument at the
time the accumulation is added to the fund. The remaining portion of the donor-restricted
endowment fund that is not classified in permanently restricted net assets is classified as
temporarily restricted net assets until those amounts are appropriated for expenditure by Children’s
National in a manner consistent with the standard of prudence prescribed by UPMIFA. In
accordance with UPMIFA, Children’s National considers the following factors in making a
determination to appropriate or accumulate endowment funds:

(1
(2
3
(4

The duration and preservation of the fund
The purposes of Children’s National and the donor restricted endowment fund

General economic conditions

)
)
)
)

The possible effect of inflation and deflation
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(5) The expected total return from income and the appreciation of investments
(6) Other resources of Children’s National

(7) The investment policies of Children’s National

Endowment net asset composition by type of fund as of June 30, 2017 and 2016:

(in thousands) 2017
Permanently
Unrestricted Restricted Total
Donor-restricted endowment funds $ - 3 137,788  § 137,788
Board-designated endowment funds 4 - 4
Total endowment funds $ 4 9 137,788  § 137,792
(in thousands) 2016
Permanently
Unrestricted Restricted Total
Donor-restricted endowment funds $ - $ 133,148 § 133,148
Board-designated endowment funds 4 - 4
Total endowment funds $ 4 9 133,148 § 133,152
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Changes in endowment net assets for the years ended June 30 (in thousands) were as follows:

2017
Permanently
Unrestricted Restricted Total

Endowment net assets, beginning
of year $ 4 $§ 133,148 $133,152
Investment income 506 506
Net appreciation (realized and unrealized) - (324) (324)

Total investment return - 182 182
Other changes in permanently restricted net assets - 2,030 2,030
Gifts - 2,428 2,428
Endowment net assets, end
of year $ 4 $ 137,788 $137,792

2016
Permanently
Unrestricted Restricted Total

Endowment net assets, beginning
of year $ 4 $ 128,544 $128,548
Investment income - 144 144
Net appreciation (realized and unrealized) - (607) (607)

Total investment return - (463) (463)
Gifts - 5,067 5,067
Endowment net assets, end
of year $ 4 $ 133,148 $133,152

Permanently Restricted Net Assets (Endowments Only)

The portion of perpetual endowment funds that is required to be retained permanently either by
explicit donor stipulation or by UPMIFA as of June 30:

(in thousands) 2017 2016

Patient care $ 48393 $ 62,698
Health-related education 5,561 5,265
Research 83,834 65,185

$ 137,788  $ 133,148
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1.

Endowment Funds With Deficits

From time to time, the fair value of assets associated with individual donor-restricted endowment
funds may fall below the value of the initial and subsequent donor gift amounts (deficit). When
donor endowment deficits exist, they are classified as a reduction of unrestricted net assets.
There were no deficits in donor gift amounts as of June 30, 2017 and 2016.

Return Objectives and Risk Parameters

Children’s National has adopted endowment investment and spending policies that attempt to
provide a predictable stream of funding to programs supported by its endowment while seeking to
maintain the purchasing power of endowment assets. Under this policy, the return objective for the
endowment assets, measured over a full market cycle, shall be to maximize the return against a
blended index, based on the endowment’s target allocation applied to the appropriate individual
benchmarks. Children’s National expects its endowment funds over time, to provide an average
rate of return of approximately 5% annually. Actual returns in any given year may vary from this
amount.

Strategies Employed for Achieving Investment Objectives

To achieve its long-term rate of return objectives, Children’s National relies on a total return
strategy in which investment returns are achieved through both capital appreciation (realized and
unrealized gains) and current yield (interest and dividends). Children’s National targets a
diversified asset allocation that places greater emphasis on equity-based investments to achieve its
long-term objectives within prudent risk constraints.

Endowment Spending Allocation and Relationship of Spending Policy to Investment
Objectives

The Board of Trustees of Children’s National determines the method to be used to appropriate
endowment funds for expenditure. Calculations were performed for individual endowment funds at
a rate of 5% of the three-year rolling average using a monthly average over the most recent 36
months ending June 30t The corresponding calculated spending allocations were distributed
annually on the first day of the fiscal year from the current net total or accumulated net total
investment returns for individual endowment funds. In establishing this policy, the Board
considered the expected long term rate of return on its endowment. Accordingly, over the long
term, Children’s National expects the current spending policy to allow its endowment to grow at
between 3-8% annually, consistent with its intention to maintain the purchasing power of the
endowment assets as well as to provide additional real growth through new gifts.

Temporarily Restricted Net Assets

Temporarily restricted net assets, consisting of cash, investments, and contributions receivable,
were available for the following purposes at June 30:

(in thousands) 2017 2016

Patient care $ 104,183 $ 91,146
Building expansion and equipment 7,591 10,797
Health-related education 8,157 7,320
Research 34,268 24,457
Charitable remainder trusts 916 965

$ 155,115  § 134,685
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12,

13.

14.

Insurance

The Medical Center self-insures for malpractice and general liability claims up to a retention limit
and carries excess coverage above that limit. On August 1, 1997, the Medical Center established
the Captive as a wholly owned captive insurance company to assume the retained portion of
medical malpractice, employment, and general liability claims of the Medical Center arising on or
after August 1, 1997. Cash transfers to the Captive are based on premium levels established by
the Captive’s management, as well as Cayman Islands statutory capital requirements.

The reserve for claims shown in the accompanying Consolidated Balance Sheets represent the
reserve for asserted and unasserted malpractice and comprehensive general liability claims
against the Medical Center and its affiliated physicians. The reserve for claims is estimated by
management using information supplied by legal counsel and an independent actuarial firm.
Malpractice and other claims in excess of the reserve for claims have been asserted against the
Medical Center, and it is possible that actual claim liabilities could differ from estimated amounts in
the near term. However, management and legal counsel do not believe that the ultimate cost of
resolving asserted and unasserted claims related to events having occurred through June 30, 2017
are materially in excess of the reserve for claims and malpractice insurance coverage.

The Medical Center also self-insures for employee health and dental claims. In addition, the
Medical Center has a deductible of $500 thousand per occurrence for workers’ compensation.
Amounts accrued in the accompanying Consolidated Balance Sheets for the estimated cost of
health and dental care claims incurred, including estimates for incurred but not reported amounts,
was approximately $4.3 million and $4.0 million as of June 30, 2017 and 2016, respectively.
Amounts accrued for workers compensation claims were approximately $2.4 million and $1.9
million as of June 30, 2017 and 2016, respectively.

Benefit Plans

The Medical Center sponsors a defined contribution retirement plan that is available to substantially
all employees. The Medical Center makes contributions to the plan on behalf of each participant
based on the employee’s level of contribution. The cost of the plan to the Medical Center was
approximately $20.3 million and $19.5 million as of June 30, 2017 and 2016, respectively.

The Medical Center also has incentive compensation plans, based on achievement of
organizational and individual goals, and deferred compensation arrangements. Assets and
liabilities related to the deferred compensation arrangements are included in other noncurrent
assets and other noncurrent liabilities in the accompanying Consolidated Balance Sheets in the
amount of approximately $25.9 million and $21.3 million as of June 30, 2017 and 2016,
respectively.

Leases

The Medical Center operates certain property and equipment under capital leases and is obligated
under several operating leases. The operating leases are primarily for the rental of space at
auxiliary locations and for the use of certain office and lab equipment. Several of these leases
contain escalation clauses, with fixed-rate increases ranging from 2% — 4%. The Medical Center
has recorded a deferred rent liability of approximately $5.5 million and $4.6 million as of June 30,
2017 and 2016, respectively, which is included in accrued salaries and other expenses in the
accompanying Consolidated Balance Sheets.
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15.

Future minimum payments for the years ending June 30 are as follows:

(in thousands) Operating Capital
Leases Leases
2018 $ 17,315 $ 1,486
2019 17,601 874
2020 16,429 650
2021 14,995 677
2022 and thereafter 73,251 6,912
Total future minimum payments 139,591 10,599
Less: Amount representing interest - (4,727)
Present value of net minimum lease payments $ 139,591  §$ 5,872

As of June 30, 2017, the amount representing short term and long term interest is $0.5 million and
$4.2 million, respectively.

Rent expense was $17.8 million and $15.9 million for the years ended June 30, 2017 and 2016,
respectively.

Fixed assets under capital leases as of June 30 are as follows:

(in thousands) 2017 2016

Property and equipment under capital lease $ 30,361 $ 29,838

Less: Accumulated depreciation (25,049) (23,370)
Property and equipment under capital leases, net $ 5312 $ 6,468

Concentrations of Credit Risk

The Medical Center grants credit without collateral to its patients, most of whom are local residents
insured under third-party payor agreements. The mix of receivables was as follows:

2017 2016
Managed Care/Commercial 51 % 52 %
Maryland Medicaid 28 24
District of Columbia Medicaid 13 14
Virginia Medicaid and other 7 8
Self-pay 1 2
100 % 100 %
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16.

17.

18.

Functional Expenses

The Medical Center provides health care services to children both within and outside its
geographical service area. Expenses related to providing these services for the years ending
June 30 were as follows:

(in thousands) 2017 2016

Patient care $ 711,342 $ 702,479
Research 56,323 55,947
Management and general 354,474 311,618
Fundraising 24,362 24,234

$ 1,146,501 $ 1,094,278

Commitments and Contingencies

The Medical Center is involved in litigation and regulatory investigations arising in the ordinary
course of business. After consulting with legal counsel, management estimates that these matters
will be resolved without material adverse effect on the Medical Center’s future financial position or
results from operations.

Subsequent Events

Subsequent events have been evaluated by management through October 24, 2017 which is the
date the consolidated financial statements were issued.
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Report of Independent Auditors

To the Board of Trustees of
Children’s National Medical Center and Subsidiaries:

We have audited the consolidated financial statements of Children’s National Medical Center and
Subsidiaries (“Children’s National”) as of June 30, 2017 and for the year then ended and our report
thereon appears on page 1 of this document. That audit was conducted for the purpose of forming an
opinion on the consolidated financial statements taken as a whole. The consolidating information is the
responsibility of management and was derived from and relates directly to the underlying accounting
and other records used to prepare the consolidated financial statements. The consolidating information
has been subjected to the auditing procedures applied in the audit of the consolidated financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the consolidated financial
statements or to the consolidated financial statements themselves and other additional procedures, in
accordance with auditing standards generally accepted in the United States of America. In our opinion,
the consolidating information is fairly stated, in all material respects, in relation to the consolidated
financial statements taken as a whole. The consolidating information is presented for purposes of
additional analysis of the consolidated financial statements rather than to present the financial position
and results of operations, changes in unrestricted net assets and cash flows of the individual
companies and is not a required part of the consolidated financial statements. Accordingly, we do not
express an opinion on the financial position, results of operations, changes in net assets and cash flows
of the individual companies.

October 24, 2017

PricewaterhouseCoopers LLP, 1800 Tysons Boulevard, McLean, VA 22102-4261
T: (703) 918 3000, F: (703) 918 3100, www.pwc.com/us
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Basis of Presentation—Consolidating Supplementary Information

The consolidating supplementary information (“consolidating information”) presented on pages 34-
35 was derived from and relates to the underlying accounting and other records used to prepare
the consolidated financial statements. The consolidating information is presented for purposes of
additional analysis of the consolidated financial statements rather than to present the financial
position and results of operations, changes in net assets and cash flows of the individual
companies within the Medical Center and is not a required part of the consolidated financial
statements. The individual companies within the Medical Center as presented within the
consolidating information are disclosed within Note 1 to the consolidated financial statements.
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Exhibit 21
Letters of Support



Summary of Letters of Support

Delegate Darryl Barnes

Delegate (District 25, Prince George’s County) and Deputy Majority Whip

Maryland House of Delegates

Senator Joanne C. Benson
Senator (District 24, Prince George’s County)
The Senate of Maryland

Hon. Eugene W. Grant
Mayor
Seat Pleasant, M.D.

Martha Herrera
Parent
Bowie, M.D.

Darcel T. Jackson
Parent
Temple Hills, M.D.

Michelle D. Jiggetts, M.D., M.B.A.
Program Administrator, Parent Navigator Program
Children’s National Medical Center

Colenthia Malloy
Chief Executive Officer
Greater Baden Medical Services

Kevin M. Maxwell, Ph.D.
Chief Executive Officer
Prince George’s County Public Schools

Pamela Mudd, M.D, M.B.A.
Assistant Professor of Pediatrics and Surgery
Children's National Medical Center

Matthew E. Oetgen, M.D, M.B.A.

Chief, Division of Orthopaedic Surgery and Sports Medicine

Children's National Medical Center

Maria Pena, M.D.

Associate Professor of Otolaryngology and Pediatrics

Children's National Medical Center

Crystal Thomas
Parent
Hyattsville, M.D.
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December 28, 2017

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County
Whom it may concern:

I write today to convey my strongest support for Children’s National Medical Center’s application for a
certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sg. ft. Regional
Outpatient Center (ROC) that will be built in Prince George’s County, Maryland. The proposed new facility
will be located at 2900 North Campus Way, Lanham, MD 20706, and will address the growing needs of
pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince George’s
County, including: orthopedics, ophthalmology, otolaryngology, pediatric development, cardiology,
neurology, urology, endocrinology, obesity institute, rheumatology, reconstructive surgery, dermatology,
nephrology, surgery, rehabilitation medicine, gastroenterology, nutrition, neuropsychology, speech,
hematology, allergy, genetics, PT/OT, radiology with MRI, pulmonary, neurology, infectious disease, and
infusions.

I am excited to support the expanded quality care, as well as the opportunity for economic development
and job growth that this Regional Outpatient Center will bring to the children and families of Prince
George’s County. The level of skilled health care professionals this center will attract will expand the
frontline of health professionals and resources that make up the infrastructure of prevention and care in
Prince George’s County which help our children grow up stronger.

If there is anything I can do to further support the application of Children’s National, please contact me.

Sincerely,

cpau#l oBameA

Delegate Dr. Darryl Barnes
District 25, Prince George's County
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Joanne C. BEnsonN
Legislative District 24

James Senate Office Building
11 Bladen Street, Room 214
Prince George’s County Annapolis, Maryland 21401
301-858-3148 - 410-841-3148
800-492-7122 Ext. 3148
Fax 301-858-3149 - 410-841-3149

Finance Committee

Joanne.Benson@senate.state.md.us
Joint Committees

Children, Youth, and Families

Ending Homelessness —l" H E S EN:\I-E () }‘ M AR\&’I AN I)

Fair Practices and State Personnel Oversight A’\JNAI’OLIS PV’IARYLAND 21401

Management of Public Funds

Protocol

December 20, 2017

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County

To Whom It May Concern:

| write today to convey my strongest support for Children’s National Medical Center’'s application
for a certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sq.
ft. Regional Outpatient Center (ROC) that will be built in Prince George's County, Maryland. The
proposed new facility will be located at 2900 North Campus Way, Lanham, MD 20706, and will
address the growing needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince
George’s County, including: orthopedics, ophthalmology, otolaryngology, pediatric development,
cardiology, neurology, urology, endocrinology, obesity institute, rheumatology, reconstructive
surgery, dermatology, nephrology, surgery, rehabilitation medicine, gastroenterology, nutrition,
neuropsychology, speech, hematology, allergy, genetics, PT/OT, radiology with MRI, pulmonary,
neurology, infectious disease, and infusions.

| am excited to support the expanded quality care, as well as the opportunity for economic
development and job growth that this Regional Outpatient Center will bring to the children and
families of Prince George's County. The level of skilled health care professionals this center will
attract will expand the frontline of health professionals and resources that make up the
infrastructure of prevention and care in Prince George's County which help our children grow up
stronger.

If there is anything | can do to further support the application of Children’s National, please contact
me.

?i\-ncerely,
( /)—‘V ~ /

/ Joanne C. Benson
/
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EUGENE W. GRANT
MAYOR

December 28, 2017

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County

To Whom It May Concern:

I write today to convey my strongest support for Children’s National Medical Center’s
application for a certificate of need to establish an Ambulatory Surgical Facility as part of a new
60,000 sq. ft. Regional Outpatient Center (ROC) that will be built in Prince George’s County,
Maryland. The proposed new facility will be located at 2900 North Campus Way, Lanham, MD
20706, and will address the growing needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince
George’s County, including: orthopedics, ophthalmology, otolaryngology, pediatric
development, cardiology, neurology, urology, endocrinology, obesity institute, rheumatology,
reconstructive  surgery, dermatology, nephrology, surgery, rehabilitation medicine,
gastroenterology, nutrition, neuropsychology, speech, hematology, allergy, genetics, PT/OT,
radiology with MRI, pulmonary, neurology, infectious disease, and infusions.

I am excited to support the expanded quality care, as well as the opportunity for economic
development and job growth that this Regional Outpatient Center will bring to the children and
families of Prince George’s County. The level of skilled health care professionals this center
will attract will expand the frontline of health professionals and resources that make up the
infrastructure of prevention and care in Prince George’s County which help our children grow up
stronger.

If there is anything I can do to further suppost the application of Children’s National, please
contact me. '

e ————

You 1 Excﬁnt Serv1ce

-

- E gene ‘Grant
Mayor

6307 Addison Road e Seat Pleasant, MD 20743 ¢ Phone: (301) 336-2600 © Fax: (301) 336-0029 ® www.seatpleasantmd.gov
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Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County

To whom it may concern:

I write today to convey my strongest support for Children’s Hospital’s application for a
certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sq. ft.
Regional Outpatient Center (ROC) that will be built in Prince George’s County, Maryland. The
proposed new facility will be located at 2900 North Campus Way, Lanham, MD 20706, and will
address the growing needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince
George’s County. As a Prince George’s County resident, I'm relieved to know that my daughter,
who has been receiving care from Children’s National Health System since birth, will be able to
utilize these services in her community. Having the regional center at Woodmore will allow
Angelica to get care and return to school. When she needs surgery it will allow others in my
family who live in the county to help me with her care. Personally, as a full-time employee and a
part-time student, I can meet her needs and continue pursuing my goals without having to choose
one over the other, because I will be able to access everything in my neighborhood and eliminate
the time consuming and costly commute.

I am excited to support the expanded quality care, as well as the opportunity for economic
development and job growth that this Outpatient Center will bring to the children and families of
Prince George’s County. The level of skilled health care professionals this center will attract
will expand the frontline of health professionals and resources that make up the infrastructure of
prevention and care in Prince George’s County which help our children grow up stronger.

If there is anything I can do to further support the application of Children’s National, please
contact me anytime.

Sincerely,

M dLenem_

Martha Herrera
795 Saint Michaels Drive
Bowie, MD 20721
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Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County

To whom it may concern:

[ write today to convey my strongest support for Children’s Hospital’s application for a
certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sq. fi.
Regional Qutpatient Center (ROC) that will be built in Prince George’s County, Maryland. The
proposed new facility will be located at 2900 North Campus Way, Lanham, MD 20706, and will
address the growing needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince
George’s County. As a Patient and Family Coordinator at Children’s National; one of the key
components of my job is to advance Patient and Fainily Centered Care throughout the
organization. Patient and Family centered care is an approach to the planning, delivery, and
evaluation of health care that is grounded in mutually beneficial partnerships among health care
professionals, patients, and families. I believe that access to quality healthcare, in your own
neighborhood, that is dedicated to provide the best care for our children is Patient and Family
Centeredness at its best.

In addition, I am a parent of a wonderfully-made daughter with medical complexity who is seen
by 23 different specialty departments within Children’s National Health System. During our
journey for the last eleven years, she has had many ambulatory appointments and surgeries.
Each time we have had to travel to the main campus in Washington, DC or the Regional
Outpatient Center in Montgomery County. This new clinic, inclusive of the ambulatory surgical
facility, will increase access for families, including my own, making it more convenient to
receive critical services closer to home. Quality service and care in a convenient location will
help create a better quality of life.

[ am excited to support the expanded quality care, as well as the opportunity for economic
development and job growth that this Qutpatient Center will bring to the children and families of
Prince George’s County. The level of skilled health care professionals this center will attract
will expand the frontline of health professionals and resources that make up the infrastructure of
prevention and care in Prince George’s County which help our children grow up stronger.

If there is anything I can do to further support the application of Children’s National, please
contact me anytime.

Sincerely,

(Dnad T b D

Darcel T. Jackson
2211 Afton Street
Temple Hills, MD 20748
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Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County

To Whom It May Concern:

I’m writing convey my strongest support for Children’s Hospital’s application for a certificate of
need to establish an Ambulatory Surgical Facility as part of a new 60,000 sqg. ft. Regional Outpatient
Center (ROC) that will be built in Prince George’s County, Maryland. The proposed new facility will
be located at 2900 North Campus Way, Lanham, MD 20706, and will address the growing needs of
pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince George’s
County. This facility will prove to be extremely beneficially for those children, particularly children
with special health care needs and their families that reside in the Southern Maryland region, It will
fill a current gap in pediatric services for counties that are in close proximity such as Charles, Calvert
and St. Mary’s counties, while still being centrally located to other Maryland counties.

I routinely receive inquiries, from families, inquiring about available services in this area and have
not been able to provide an adequate resource. This new facility will definitely fill a substantial
medical void.

1 am excited to support the expanded quality care, as well as the opportunity for economic
development and job growth that this Outpatient Center will bring to the children and families of
Prince George’s County. The level of skilled health care professionals this center will attract will
expand the frontline of health professionals and resources that make up the infrastructure of
prevention and care in Prince George’s County which help our children grow up stronger.

If there is anything 1 can do to further support the application of Children’s National, please contact

me anytime.

Sincerely,

i e D. Jiggetts, !

Program Administrator
Parent Navigator Program

D, MBA
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Primary and Preventive Health Ce;re

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County
Whom it may concern:

Greater Baden Medical Services, Inc. (GBMS) is pleased to offer our enthusiastic support for
Children’s National Medical Center’s application for a certificate of need to establish an
Ambulatory Surgical Facility as part of a new 60,000 sq. ft. Regional Outpatient Center (ROC)
that will be built in Prince George’s County, Maryland. The proposed new facility will be located
at 2900 North Campus Way, Lanham, MD 20706, and will address the growing needs of pediatric
patients in Prince George’s County.

We understand that the proposed new facility will offer comprehensive pediatric services to
children in Prince George’s County, including specialty outpatient services our pediatric patients
need.

GBMS is the County’s longest serving safety net health center serving over 17,000 unduplicated
patients each year. In addition to presenting the opportunity for improved access to quality care,
the families of Prince George’s County will benefit from the opportunity for economic
development and job growth that this Regional Outpatient Center will bring. The level of skilled
health care professionals this center will attract will expand the frontline of health professionals
and resources that make up the infrastructure of prevention and care in Prince George’s County
which help our children grow up stronger.

If there is anything I can do to further support the application of Children’s National, please contact
me.

Sincer ely,

Colenthia Malloy, CEO
Greater Baden Medical Services

Administrative Offices
7450 Albert Road, 3ra Floor, Brandywine, MD 20613
Telephone 301-599-0460 - Fax 301-599-0463 - www.gbms.org Page 8 of 14
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Kevin M. Maxwell, Ph.D.
Chief Executive Officer

December 21, 2017

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Outpatient Center at Prince Georges County

Whom It May Concern:

I write today to convey my strongest support for Children’s National Medical Center’s application
for a certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sq. ft.
Regional Outpatient Center (ROC) that will be built in Prince George’s County, Maryland. The
proposed new facility will be located at 2900 North Campus Way, Lanham, MD 20706, and will
address the growing needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince
George’s County, including: orthopedics, ophthalmology, otolaryngology, pediatric development,
cardiology, neurology, urology, endocrinology, obesity institute, rheumatology, reconstructive
surgery, dermatology, nephrology, surgery, rehabilitation medicine, gastroenterology, nutrition,
neuropsychology, speech, hematology, allergy, genetics, PT/OT, radiology with MRI, pulmonary,
neurology, infectious disease, and infusions.

| am excited to support the expanded quality care, as well as the opportunity for economic
development and job growth that this Regional Outpatient Center will bring to the children and
families of Prince George’s County. The level of skilled health care professionals this center will
attract will expand the frontline of health professionals and resources that make up the
infrastructure of prevention and care in Prince George’s County which help our children grow up
stronger.

If there is anything | can do to further support the application of Children’s National, please
contact me.

Sincerely,

;;/m?éz—?

Kevin M. Maxwell, Ph.D.
Chief Executive Officer

PRINCE GEORGE'S COUNTY PUBLIC SCHOOLS Page 9 of 14
14201 SCHOOL LANE, UPPER MARLBORO, MD 20772 Phone: 301-952-6008  Website: www.PGCPS.org  Follow Us: @PGCPS, Facebook, Youtube
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Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Regional Outpatient Center at Prince Georges County

To whom it may concern:

| write today to convey my strongest support for Children’s National Medical Center’s application for a
certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sq. ft. Regional
Outpatient Center (ROC) that will be built in Prince George’s County, Maryland. The proposed new
facility will be located at 2900 North Campus Way, Lanham, MD 20706, and will address the growing
needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince George's
County. As an Otolaryngologist (ENT) | serve patients with some of the most common complaints
including snoring, ear infections, and neck swellings. The ability to see children for clinical evaluation
and management as well as to provide same site surgical care is invaluable to Prince George’s County
pediatric population.

| am excited to support the expanded quality care, the opportune economic development and job
growth that this Regional Outpatient Center will bring to the children and families of Prince George's
County. The level of skilled health care professionals this center will attract will expand the frontline of
health professionals and resources that make up the infrastructure of prevention and care in Prince
George's County which help our children grow up stronger.

If there is anything | can do to further support the application of Children’s National, please contact me
anytime.

Sincerely,

Pamelo Mudd, MD

Pamela Mudd, MD MBA

Assistant professor of Pediatrics and Surgery
George Washington University

Pediatric Otolaryngology Attending Physician
pmudd@childrensnational.org

Page 10 of 14
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Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Regional Outpatient Center at Prince Georges County

To whom it may concern:

| write today to convey my strongest support for Children’s National Medical Center’s application for a
certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sq. ft. Regional
Outpatient Center (ROC) that will be built in Prince George’s County, Maryland. The proposed new
facility will be located at 2goo North Campus Way, Lanham, MD 20706, and will address the growing
needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince George’s
County. Currently the Division of Orthopaedic Surgery, which | oversee, conducts about 2000 patient
visits per year in the Laurel Lakes Outpatient Center of Children’s National, with approximately 10% of
these patients requiring surgery each year. These surgeries are typically performed at Children’s
National Health System in Washington, DC, which is certainly an inconvenience for many families from
the Prince George’s County area. A local ambulatory surgery center in PG County would be much
needed and provide a much more convenient option for treatment for these patients.

| am excited to support the expanded quality care, the opportune economic development and job
growth that this Regional Outpatient Center will bring to the children and families of Prince George's
County. The level of skilled health care professionals this center will attract will expand the frontline of
health professionals and resources that make up the infrastructure of prevention and care in Prince
George's County which help our children grow up stronger.

If there is anything | can do to further support the application of Children’s National, please contact me
anytime.

Sincerely,

Ut P>

Matthew E. Oetgen, MD, MBA
Chief, Division of Orthopaedic Surgery and Sports Medicine
Children’s National Health System
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Children’s National

Division of
Pediatric Otolaryngology
Head and Neck Surgery

Clinic Office: (202) 476-2159
Appointments: (202) 476-2159
Surgical Scheduling: (202) 476-3283
Nurse: (202) 476-3363

Emergency: (202) 476-5000
Office Fax (202) 476-5038
TDD: (202) 476-5045

George H. Zalzal, M.D., F.A.C.S., FAAP.
Professor and Chief of Division

Diego A. Preciado, M.D., Ph.D., F. A AP
Associate Professor and Vice Chief of Division

Nancy M. Bauman., M.D., F.A.C.S., F.AAP.

Professor

Maria T. Pefia, M.D., F.A.C.S., FAA.P.
Professor

Rahul K. Shah, M.D., F. A.C.S., FAA.P.
Associate Professor

Brian K. Reilly, M.D., F. A.CS., FAAP.
Associate Professor

Pamela Mudd M.D.

Assistant Professor

Alexandra Espinel, MD

Assistant Professor

Lyuba Gitman, MD
Fellow

Lori Gullot, MD
Fellow

Jonathan Lively, P.A.-C
Physician Assistant
Sherwood Holloway, P.A.-C
Physician Assistant

Michelle Levy, P.A.-C
Physician Assistant

Roshnee Pennington, P.A.-C
Physician Assistant

Leslie Prado, P.A.-C, NPH
Physician Assistant

Marie Simmons, R.N., MSN, CPN
Clinical Supervisor

Elyse Gabay, R.N.

Nurse

Gina M. Krakovsky MSN, CPNP-PC
Pediatric Nurse Practitioner

Denise Borchert, R.N.

Nurse

Eric Baker
Program Manager

Division of Otolaryngology
The George Washington University
School of Medicine (GWUSM)

111 Michigan Avenue, N.W.
Washington, DC 20010
(202) 476-5000

Maryland Health Care Commission
4160 Patterson Avenue
Baltimore, Maryland 21215

Re: Children’s National Health System Regional Outpatient Center at Prince
Georges County

To whom it may concern:

| write today to convey my strongest support for Children’s National Medical
Center’s application for a certificate of need to establish an Ambulatory Surgical
Facility as part of a new 60,000 sq. ft. Regional Outpatient Center (ROC) that will
be built in Prince George’s County, Maryland. The proposed new facility will be
located at 2900 North Campus Way, Lanham, MD 20706, and will address the
growing needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children
in Prince George’'s County. Currently, | practice both at Children’s National
Medical Center’'s campus in Washington D.C., and at the Upper Marlboro ROC in
Upper Marlboro, Maryland, as a pediatric otolaryngologist. While | see the
majority of my patients at the Upper Marlboro ROC, | perform any surgical
procedures needed to treat my patients and their families at either Children’s
National Medical Center's DC campus or at the Montgomery County Ambulatory
Surgical Facility, which can be a hardship for some families. Having an
Ambulatory Surgical Facility as part of new Lanham Maryland ROC will
tremendously beneficial to my patients and their families, as many of the children
will be able to have surgery at the new center, eliminating the need to travel to
another facility for surgery.

| am excited to support the expanded quality care, the opportune economic
development and job growth that this Regional Outpatient Center will bring to the
children and families of Prince George’s County. The level of skilled health care
professionals this center will attract will expand the frontline of health
professionals and resources that make up the infrastructure of prevention and
care in Prince George’s County which help our children grow up stronger.

If there is anything | can do to further support the application of Children’s
National, please contact me anytime.

Sincerely
#
el . 4
; 74 V2 T
Maria Pefia, MD
Associate Professor of Otolaryngology and Pediatrics
The George Washington University Medical Center

Children’s National Medical Center
Associate, Division of Otolaryngology
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Crystal Thomas
630 Reading Terrace
Hyattsville, MD 20785

Re: Children’s National Health System Outpatient Center at Prince Georges County

To whom it may concern:

I write today to convey my strongest support for Children’s Hospital’s application for a
certificate of need to establish an Ambulatory Surgical Facility as part of a new 60,000 sq. ft.
Regional Outpatient Center (ROC) that will be built in Prince George’s County, Maryland. The
proposed new facility will be located at 2900 North Campus Way, Lanham, MD 20706, and will
address the growing needs of pediatric patients in Prince George’s County.

The proposed new facility will offer comprehensive pediatric services to children in Prince
George’s County. As a resident of Prince Georges County and parent of an ex 23 week
premature son with complex medical needs, this facility would help our family a great deal. My
son is followed by multiple specialists at Children's National. We currently travel from our home
in Prince Georges County to Children's main campus in Washington, DC multiple times per
month and some times per week to his appointments. Because of the distance and time it takes to
get to and from his appointments in DC, we often have to keep him home from school the entire
day. Depending on the time of the appointment, my 9 year old daughter usually has to miss part
of her school day as well and his dad and I have to take off work for the entire day. Having a
Children's National Medical Outpatient Center close to our home would mean that Dwight could
get high quality medical care in our community and still attend school on appointment days, thus
decreasing time out of school for him and his sister and time lost at work for us as parents.
Additionally Dwight has required outpatient surgical procedures, including regularly scheduled
Botox injections under anesthesia, several times per year since birth. The strain of transporting
Dwight home from the main campus in DC after surgical procedures would be alleviated with
the establishment of the new Prince Georges County facility. Dwight is 5 years old, non-
ambulatory, wheelchair and technology dependent. Decreasing his travel time after medical
procedures is ideal given his fragile medical status. Again, this new state of the art pediatric
facility would be beneficial to our family and countless other families similar to ours.

I am excited to support the expanded quality care, as well as the opportunity for economic
development and job growth that this Outpatient Center will bring to the children and families of
Prince George’s County. The level of skilled health care professionals this center will attract
will expand the frontline of health professionals and resources that make up the infrastructure of
prevention and care in Prince George’s County which help our children grow up stronger.
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If there is anything I can do to further support the application of Children’s National, please
contact me anytime.

Sincerely,

(gt dhomee,

Crystal Thomas
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