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Department of the Treasury
Intemal Revenue Service

Return of Organization Exempt From Income Tax

Under section 501(c), 527, or 4947(a)(1) of the Internal Revenue Code (except black lung
benefit trust or private foundation)

OMB No 1545-0047

2011

I The organization may have to use a copy of this return to satisfy state reporting requirements Open to Public
9 Y Py porting req Inspection

A For the 2011 calendar year, or tax year beginning 07-01-2011
C Name of organization

B Check If applicable
I_ Address change

Lehigh Valley Hospital

and ending 06-30-2012

|_ Name change

Doing Business As

I_ Initial return

D Employer identification number

23-1689692
E Telephone number

(484)884-0130

|_ Terminated

I_ Amended

|_ Application pending

Number and street (or P O box if mail i1s not delivered to street address)| Room/suite
2100 Mack Blvd G Gross recelpts $ 1,687,330,111
return City or town, state or country, and ZIP + 4

Allentown, PA 181035622
F Name and address of principal officer H(a) Is this a group return for
Ronald W Swinfard affiliates? [ Yes [ No
2100 Mack Blvd
Allentown, PA 181035622 H(b) Are all affiliates included? [ Yes [ No

I Tax-exempt status

¥ s501(c)(3) [~ 501(c)( )M (imsertno) [ 4947(a)(1) or [ 527

J Waebsite: = www Ivhn org

If "No," attach a list (see Instructions)

H(c) Group exemption number &

K Form of organization |7 Corporation I_ Trust I_ Association I_ Other

L Year of formation 1971

M State of legal domicile PA

Summary

1 Briefly describe the organization’s mission or most significant activities
Our mission iIs to heal, comfort and care for the people of our community by providing advanced and compassionate health care of
E superior quality and value, supported by education and research
g
2
:-':*5 2 Check this box M If the organization discontinued its operations or disposed of more than 25% of its net assets
i 3 Number of voting members of the governing body (Part VI, line 1a) 3 9
‘!é' 4 Number of Independent voting members of the governing body (Part VI, line 1b) 4 6
E 5 Total number of Individuals employed in calendar year 2011 (Part V, line 2a) 5 7,204
E 6 Total number of volunteers (estimate If necessary) 6 893
7aTotal unrelated business revenue from Part VIII, column (C), line 12 7a 6,670,831
b Net unrelated business taxable income from Form 990-T, line 34 7b 1,367,926
Prior Year Current Year
8 Contributions and grants (Part VIII, line 1h) 18,821,114 20,190,637
% Program service revenue (Part VIII, line 2g) 967,379,218 1,056,508,268
% 10 Investment income (Part VIII, column (A), ines 3,4, and 7d ) 14,121,867 42,741,574
= 11 Other revenue (Part VIII, column (A), ines 5,6d, 8¢, 9c, 10c,and 11e) 23,386,299 27,756,109
12 Total revenue—add lines 8 through 11 (must equal Part VIII, column (A), line
12) 1,023,708,498 1,147,196,588
13 Grants and similar amounts paid (Part IX, column (A), ines 1-3) 247,489 386,971
14 Benefits paid to or for members (Part IX, column (A), line 4) 0 0
15 Salaries, other compensation, employee benefits (Part IX, column (A), lines
$ 5-10) 380,431,474 404,632,987
% 16a Professional fundraising fees (PartIX, column (A), line 11e) 0 0
E b Total fundraising expenses (Part IX, column (D), line 25) »1,976,704
17 Other expenses (PartIX, column (A), lines 11a-11d,11f-24e) 568,525,912 634,130,436
18 Total expenses Add lines 13-17 (must equal PartIX, column (A), line 25) 949,204,875 1,039,150,394
19 Revenue less expenses Subtract line 18 from line 12 74,503,623 108,046,194
T o Beginning of Current End of Year
g% Year
EE 20 Total assets (Part X, line 16) 1,336,010,242 1,410,048,439
EE 21 Total habilities (Part X, line 26) 645,026,959 770,209,921
ZI-? 22 Net assets or fund balances Subtract line 21 from line 20 690,983,283 639,838,518

Signature Block

Under penalties of perjury, I declare that I have examined this return, including accompanying schedules and statements, and to the best of my
knowledge and belief, it is true, correct, and complete. Declaration of preparer (other than officer) is based on all information of which preparer has any
knowledge.

Hok KRk K 2013-05-10
Sign Signature of officer Date
Here Edward F O'Dea Sr VP Finance and CFO
Type or prnint name and title
Preparer's ’ Date Check If Preparer’s taxpayer identification number
. signature self- (see Instructions)
Paid 9 employed k [~
Preparer's Firm’s name (or yours "
If self-employed), EIN
Use Only address, and ZIP + 4
Phone no

May the IRS discuss this return with the preparer shown above? (see Iinstructions)

[ Yes

[T No

For Paperwork Reduction Act Notice, see the separate instructions.

Cat No 11282Y

Form 990 (2011)



Form 990 (2011) Page 2
m Statement of Program Service Accomplishments

Check If Schedule O contains a response to any question in this Part II1 . . . . . . . . . e

1

Briefly describe the organization’s mission

Our mission iIs to heal, comfort and care for the people of our community by providing advanced and compassionate health care of superior
quality and value, supported by education and research

Did the organization undertake any significant program services during the year which were not listed on
the prior Form 990 0r990-EZ? . . « v & o+ e e e e e e [T Yes ¥ No

If “*Yes,” describe these new services on Schedule O

Did the organization cease conducting, or make significant changes in how it conducts, any program
SEIVICES? v v« v e e e e e e e e e e e e e e e e T Yes ¥ No

If “*Yes,” describe these changes on Schedule O
Describe the organization’s program service accomplishments for each of its three largest program services, as measured by

expenses Section 501(c)(3)and 501(c)(4) organizations and section 4947 (a)(1) trusts are required to report the amount of
grants and allocations to others, the total expenses, and revenue, If any, for each program service reported

(Code ) (Expenses $ 1,002,503,352 including grants of $ ) (Revenue $ 1,109,270,650 )

LVH offers a continuum of health care promotion, prevention, diagnosis, treatment and rehabilitation to the community Extensive outpatient and educational
services are provided at locations throughout the region and are a part of a healthcare network established by LVH to meet the medical, surgical and educational
needs of the residents of the Lehigh Valley and beyond The following summary reflects the general classification of acute care beds as of June 30,

2012 Medical/Surgical-380, Obstetrics/Gynecology-37, Medical/Surgical Intensive Care Unit-32, Cardiac Intensive Care Unit-12, Neonatal Intensive Care Unit-32,
Pediatric Intensive Care Unit-8, Open Heart Unit-9, Burn Unit-18, Trauma/Neuro Intensive Care Unit-14, Neuroscience Intensive Care Unit-14, Transitional Trauma
Unit-30, Pediatric Unit-28, Psychiatry (Adult)-52, Psychiatry (Adolescent)-13, Transitional Open Heart Unit-30, Progressive Coronary Care Unit-32, Total-741 In
addition, LVH operates 27 bassinets in its Nursery LVH serves as a referral center for approximately two million residents of surrounding counties in eastern
Pennsylvania, with a special focus in the following key areas Cardiovascular ServicesLVH 1s one of the largest cardiovascular programs in the Commonwealth of
Pennsylvania LVH performed 821 open-heart surgenes and 10,837 cardiac catheterization and electrophysiology procedures during the fiscal year ended June 30,
2012 Tt consistently ranks in the top 1% n the nation for heart attack survival It received five of a possible eight "lower than expected” mortality ratings for
coronary artery bypass graft and valve procedures in the Cardiac Surgery in Pennsylvania 2008-2009 report published by the Pennsylvania Health Care Cost
Containment Council In addrtion to operating one of the most expenenced cardiac programs in the country, LVH's heart and heart surgery program was cited as a
"high performer" in US News and World Report in their Best Hospitals national rankings LVH's Regional Heart Center provides disease prevention, acute care and
rehabilitation services, including but not imited to Medical Cardiology, Interventional Cardiology (Diagnostic, Therapeutic, Penpheral Vascular), Electrophysiology
(Diagnostic, Therapeutic), Open Heart Surgery (Complex Heart Valve Surgery, Transaortic Valve Replacement, Ventricular Assist Device), Vascular Surgery (Acute
Aortic Treatment, Peripheral Artenal Disease, Carotid Stenting), Cardiac Rehabilitation, Specialized Programs-Cardiovascular Prevention Program, Woman's Heart
Program, Heart Disease and Pregnancy,MI Alert Program,Therapeutic Hypothermia, Sports Cardiology,Hypertrophic Cardiomyopathy,Arrhythmia Care,Pacer/ICD
Lead Removal Neurosciences ServicesLVH provides treatment for stroke, brain tumors, aneurysms, back problems and other neurological disorders that accounted
for 7,030 admissions during the fiscal year ended June 30, 2012 in the following areas Neurosurgery, Pain Management, Neurology, Neuropsychology, Neuro-
Imaging, Neuro-Oncology, Neuro-Interventional Radiology LVH provides stroke services through its Regional Comprehensive Stroke Program which began
operations in July, 2002 Since that time, the Stroke Center has treated 11,859 patients from northeastern Pennsylvania and western New Jersey In addrtion, LVH
was the first pnmary stroke center in the Lehigh Valley certified by the Joint Commission and was the first stroke program to be surveyed for Comprehensive Stroke
Center status in Pennsylvania Orthopedic ServicesThe Division of Orthopedic Surgery treats musculoskeletal disorders of the upper and lower extremities as well as
the spine Subspecialists with fellowship credentials provide the following services joint replacement, spinal disorders, sports medicine, hand and wrist surgery, foot
and ankle surgery, orthopedic trauma and pediatric orthopedics In the fiscal year ended June 30, 2012, there were 7,758 total orthopedic cases of which 4,163
were Inpatient and 3,595 were outpatient In 2012, the LVH Orthopedic program was recognized by US News and World Report for being in the top 50 orthopedic
programs In the country Behavioral Health ServicesLVH operates inpatient behavioral health programs for adolescents and adults The combined programs rank first
In total beds in use, admissions, patient days and occupancy rate in Lehigh, Northampton, Carbon, Monroe, Schuylkill, and Berks counties Clinical programs include
psychiatric, psychological, nursing, dual diagnosis, psychiatrnic rehabilitation, social work and discharge planning services LVH also provides ambulatory behavioral
healthcare, including Psychiatric Evaluation Service program In all three hospital emergency departments Three Partial Hospital programs for adults and adolescents
Several large outpatient group practices providing multidisciplinary short-term treatment to children, adolescents, adults and genatric patients Two outpatient mental
health clinics for seriously and persistently mentally 1ll adults Two residential treatment sites, supporting and educating adults in independent living skills Both these
sites and the clinics are funded in part, under a contract with Lehigh County Department of Human Services through funds provided by County of Lehigh and the
Pennsylvania Department of Public Welfare Psychiatric Home Care servicesConsultation /Liaison Psychiatry, Education and Research and service offerings to schools,
nursing homes and other community agencies round out LVH's contribution to the health and well-being of the region Trauma and Burn ServicesIn 1981, LVH
became the first hosprtal in Pennsylvania to be designated as a Level I Trauma Center and 1s currently the second largest trauma program In Pennsylvania,
admitting 3,635 patients in the fiscal year ended June 30, 2012 This program provides comprehensive trauma care and serves as a major regional resource
covering a ten county area and a patient base of more than two millon LVH 1s also one of four Level I trauma programs In the state with additional qualifications in
pediatric trauma The Lehigh Valley Hosprtal Trmauma Program provides a continuum of care for the trmauma patient with one of eight trauma surgeons in-house 24
hours a day covenng a 14 bed Trauma/Neuro Intensive Care unit as well as a 28 bed Transitional Trauma unit A trauma rehabilitation team completes this
continuum of trauma care LVH also provides a Regional Burn Center operating 18 beds serving northeastern Pennsylvania, western New Jersey and parts of New
York The Regional Burn Center i1s the largest burn program in Pennsylvania, admitting 687 patients in fiscal year 2012 and has received certification from the
Amerncan Burn Association and the Amencan College of Surgeons to provide comprehensive inpatient and outpatient care for both adult and pediatnic patients Since
2008, the Regional Burn Center has implemented a TeleBurn service, which provides rapid access to our comprehensive burn care to more than 45 hospitals in
Pennsylvania and New Jersey In addition, LVH coordinates pre-hospital emergency medical services and provides a 24 hour-a-day air ambulance service operating
four helicopters covernng eastern Pennsylvania and western New Jersey Lehigh Valley Hospital MedEvac performs over 1,500 flights annually, including both on-
scene and Inter-facility patient transports Magnet Status for Nursing ExcellenceIn August 2002, the Amencan Nurses Credentialing Center (ANCC) granted Magnet
designation to LVH and LVH-Muhlenberg, the first full-service hospitals in Pennsylvania to receive the recognition Developed by the ANCC in 1994, the Magnet
designation Is the Amencan Nurses Association's highest honor for excellence in nursing and recognizes both hospitals as national leaders in nursing education,
research, patient satisfaction, quality care, job retention and the central role of nursing in the organization Magnet designation i1s for a period of four years, at which
time an organization must reapply The reapplication process Is intense, necessitating that hospitals demonstrate increasingly higher standards than previous
applications In 2006 and 2011, LVHN hosprtals were redesignated as Magnet hospitals, continuing to demonstrate the required evidence of a practice environment
in which professional nurses and interdisciplinary colleagues deliver the highest standards of quality care

4b

(Code ) (Expenses $ including grants of $ ) (Revenue $ )

Continued from 4(a)-Cancer ServicesThe John and Dorothy Morgan Cancer Center offers a range of cancer services In two convenient, patient-focused locations,
one at the Cedar Crest Site and another in Bethlehem at the Muhlenberg campus The program Is a selected member of the prestigious National Community Cancer
Centers Program (NCCCP) administered by the National Cancer Institute(NCI) Cancer care programs include prevention, detection, diagnosis, and all forms of
therapy, plus clinical trnals, rehabilitation and the evaluation of cancer-related care The Cancer Center Is a partner with H Lee Moffitt Cancer Center of Tampa,
Flonda and the Wistar Scientific and Biology Institute of Philadelphia, PA both of who are NCI designated cancer centers Cancer Center facilities include physicians'
offices, conference rooms, private education and counseling areas, multi-purpose treatment area for infusions, procedure room and radiation oncology facilities
including Linear accelerators (6),CT Simulators,Stereotaxic Body Radiosurgery Therapy,Brachytherapy-high and low dose rate,Gamma Knife,3-D treatment
planning,Intensity Modulated Radiation Therapy,Image Guided Radiation Therapy The faculty of the Cancer Center 1s composed of physicians who are cancer care
specialists and board-certified in all fields of cancer therapy and evaluation In addition, LVH participates in the 1-800-PA-CANCER telephone line, the Pennsylvania
Department of Health's toll-free cancer information and resource phone number Specially trained nurses from LVH provide callers with information about institutions,
agencies, services and programs In the caller's communities that meet their cancer-related needs In calendar year 2011, the Cancer Center saw over 3,117 new
cancer patients, making the Center the fourth largest in Pennsylvania An analysis of the Pennsylvania State Tumor Registry data shows that LVH has 12% of the
estimated cancer market share in LVH's nine-county market, including 62% in Lehigh County, 30% in Northampton County and 30% in Carbon County Inpatient
oncology admissions were 3,904 1n the fiscal year ended June 30, 2012 and outpatient volumes were 86,208 radiation treatments, 64,397 infusion treatments and
51,872 breast procedures Women's ServicesLVH offers programs and services designed to provide complete care for women in the Lehigh Valley LVH delivered
4,153 babies during the fiscal year ended June 30, 2012 LVH maintains a special focus on prenatal care as a component of its comprehensive obstetrnc and
gynecology services The department of Obstetrics and Gynecology at LVH provides a varnety of services to the women in the Greater Lehigh Valley and surrounding
communities within Northeastern Pennsylvania The Obstetrical portion of the department provides a vast array of services for both routine and high nsk, complex
obstetrical patients Obstetrics - Physicians and Certified midwives provide general obstetrical care within LVH Midwives offer their patients a family centered
approach to low nsk prenatal and general delivery care They are independent allied health professionals who enjoy staff privileges and work under a collaborative
agreement with designated physicians General Obstetrics provide care to low to medium nisk pregnancies and handle most delivenes at LVH Maternal Fetal Medicine
- These physicians have specialized training and are available to provide complex, high nsk prenatal care which includes genetic counseling, amniocentesis,
chononic villus sampling and ultrasound They currently reside on the Labor and Delivery and Pennatal Units to provide direct patient care, supervision and assist to
ensure patients receive quality care Gynecology - LVH maintains a special focus on procedural and technological gynecological interventions (Gyn minimally invasive
surgery), laparoscopic surgery, preoperative consultation and evaluation of pre-invasive and invasive gynecologic malignancies (cancer care), pelvic floor disorders
(Urogynecology) and Reproductive Endocrinology & Infertility Women's services offers preventative care programs in a varnety of lecture based senes covenng
1ssues addressing young, middle and older females related to wellness and prevention These include diverse support groups, community health fairs related to
women, bilingual prenatal education, childbirth classes, lactation consultation and postpartum depression "Our First" program 1s designed to address the needs of
first time parents In addition to the Healthy Beginnings Plus programs for the underserved, uninsured and under insured patients of the community Children's
Hospital at Lehigh Valley HospitalChildren's Hospital at Lehigh Valley Hospital, introduced in May 2012, offers the most wide-ranging, specialized health care services
of any facility in the region It 1s the region's only Children's ER, Pediatric Intensive Care Unit and the only associate member of the Children's Hosprtal Association,
the organization that recognizes children's hospitals in the U S LVHN completed a "children's care checklist" made by the late Forrest Moyer, MD, the Lehigh Valley's
father of pediatrics LVHN recently accomplished the last two goals on the list for the community by opening the Children's emergency room n 2011 and establishing
a pediatric residency program LVHN's board-certified physicians provide children's care in 28 specialties including critical care, burn care, cancer, pulmonology,
neurology, endocnnology including diabetes and gastroenterology There are also 71 general pediatricians and 81 pediatric specialists on staff Inpatient pediatric
services Include 111 licensed beds for general pediatrics, pediatric intensive care, neonatal intensive care and adolescent psychiatry Children can receive care as an
outpatient in the Children's ER at the Cedar Crest Site and the sleep center at the 17th & Chew Site Other pediatrnc services included within the health network are
the pediatric ambulatory surgery center and the outpatient infusion area at LVH-Muhlenberg in Bethlehem Pharmacy ServicesHealth Spectrum Pharmacy Services
offers a range of phamacy services In three convenient, patient focused locations one at the Cedar Crest Site, one at the 17th & Chew Site and one at LVH-
Muhlenberg A fourth pharmacy located near the Cedar Crest Site provides home Infusion services to residents of surrounding counties in eastern Pennsylvania
Pharmacy services include prescriptions, compounding, specialty medications, over-the-counter, herbal/alternative medications, personal care products, first ad,
wound care, ostomy, knee braces, orthotics, vascular gamments, post-mastectomy, breast prostheses, diabetic supplies, and home infusion The retall pharmacies
are accredited by The Board of Certification/Accreditation International and the home infusion pharmacy 1s accredited by Community Health Accreditation Program
The retall phammacies are equipped with workflow, counting cell, and bar code scanning technology Pills in a Pouch compliance packaging is also offered In fiscal
year 2012 354,036 prescriptions were filled and 3,187 infusion patients were serviced The Lehigh Valley Health Network inpatient pharmacy services are nationally
recognized for efforts in medications safety and advances in technology In 2003, the Institute for Safe Medication Practices recognized LVHN with in annual Cheers
Award for safety The department utilizes advances medications safety technologies including CPOE, Bedside Barcoding Medication venfication, two medication
dispensing robots, automated dispensing cabinets, and smart IV pump technologies The staff has board certified clinical pharmacy specialists in the areas of
Oncology, Trauma, Bumn, Pediatrics, Cardiology, and General Medicine and uses a unit based model to provide phamacy services at the point of care The
department leaders hold national and regional board level and fellowship positions to provide state of the art leadership in phammacy practice

(Code ) (Expenses $ including grants of $ ) (Revenue $ )

Continued from 4(b)-Estimated Value of Free Care, Community Service,Chartable Contnbutions, and Professional and Community Education - Medicare Shortfall
67,475,118, Medical Assistance Shortfall 31,613,830, Uncompensated Charnty Care 16,276,000, Bad Debt 15,405,798, Clnics Subsidy 14,926,290, TRICARE
(CHAMPUS) Shortfall 341,591, Blue Cross Special Care & CHIP Shortfall 412,861, Real Estate Taxes Paid on Owned and Leased Property 1,514,458, Salisbury
Township School District Agreement (includes 50% add-on value for voluntary agreements) 172,223, Stipend to Salisbury Township 127,000, Financial Support to
City of Allentown 190,000, Free Pap Tests, Mammograms & Ultrasounds-City of Allentown 177,396, Laboratory Tests & Consultative Services - City of Allentown
13,683, Physical Examinations - Firefighters & HazMat Personnel 61,841, Contnbution to Western Salisbury Volunteer Fire Company 15,000, School Health 150,546,
Communities in Schools 5,148, Fleetwood Area Weight Management & Healthy Lifestyles 11,739, Value of Volunteer Assistance 1,743,774, Neighborhood Health
Centers of the Lehigh Valley 458,601, Transitional Living Centers 395,951, Community Health & Health Studies Department 1,340,427, AIDS Activities Office
394,518, Healthy You Programs 168,303, Lehigh Valley Hospital Cancer Center (includes Patient Support & Education, Community Education & Screening Programs)
553,149, George E Moerkirk Emergency Medicine Institute 441,256, Pastoral Care 677,704, Patient Representative -Press, Ganey Patient Survey 183,063, Foreign
Language & Sign Language Interpreting Service 718,024, Public Affairs Activities Community Health Education Programs 328,141, Patient Education Publications
255,660, Materials to Promote Health-Related Activities 238,503, Physician Referral & Health Information Line 448,069, Community Outreach in-kind, Voluntarism
in-kind, Contributions 216,570, Free Oral Tmuma Surgery Care 389,074, Ambulance Transport Costs 131,637, Transportation For Discharged Patients 40,949,
Pharmaceuticals For Discharged Patients 408,620, Pharmacy Financial Coordinator 43,435, Infection Control Community Service (Includes free flu vaccine) 188,093,
Moselem Springs Seniors Event 1,504, LVHN Couners Free Transportation Services 113,500, Crucial Conversations Training - Children's Advocacy Center 2,646,
Dental Screenings & Free Procedures in-kind, Division of Education - Office of Student Affairs in-kind, Helwig Diabetes Center Education & Outreach Programs in-
kind, Chairman, Department of Pediatrics Community Service in-kind, Library Services to the Community in-kind, Dept of OB/GYN - Community Research
Education Week in-kind, Stroke Center Community Education Programs in-kind, Comprehensive Wound, Skin & Ostomy Services Community Education in-kind,
Sleep Disorders Center Community Education in-kind, Patient Care Services - Community Service (includes classes, support groups, and Professional Excellence
Council activities) in-kind, Trauma Division - Injury Prevention Programs in-kind, Tobacco Treatment Program in-kind Subtotal $158,771,693 Medical Education
7,826,310 Patient Education 302,788 Nursing Education 11,939,550 Research Activities net of Grant Funding 2,762,470 Subtotal $22,831,118 Total $181,602,811

Other program services (Describe in Schedule O )
(Expenses $ including grants of $ ) (Revenue $ )

Total program service expensesk$ 1,002,503,352

Form 990 (2011)



Form 990 (2011) Page 3
E1a @A Checklist of Required Schedules

Yes No

1 Is the organization described in section 501(c)(3)or4947(a)(1) (otherthan a private foundation)? If "Yes,” Yes

complete Schedule A 1
2 Is the organization required to complete Schedule B, Schedule of Contributors(see Instructions)? o 2 Yes

Did the organization engage in direct or Iindirect political campaign activities on behalf of or in opposition to No

candidates for public office? If "Yes,” complete Schedule C, Part I 3
4 Section 501(c)(3) organizations. Did the organization engage In lobbying activities, or have a section 501 (h) Yes

election In effect during the tax year? If "Yes,” complete Schedule C, Part I1 4
5 Is the organization a section 501(c)(4), 501 (c)(5), or 501(c)(6) organization that receives membership dues,

assessments, or similar amounts as defined in Revenue Procedure 98-19? If “Yes,” complete Schedule C, Part II] 5 No
6 Did the organization maintain any donor advised funds or any similar funds or accounts for which donors have the

right to provide advice on the distribution or investment of amounts 1n such funds or accounts? If "Yes,” complete

Schedu/eD,PartI'E.................... 6 No
7 Did the organization receive or hold a conservation easement, including easements to preserve open space,

the environment, historic land areas or historic structures? If "Yes,” complete Schedule D, Part II 7 No
8 Did the organization maintain collections of works of art, historical treasures, or other similar assets? If "Yes,”

complete Schedule D, Part 111 Y& 8 No
9 Did the organization report an amount in Part X, line 21, serve as a custodian for amounts not listed in Part X, or

provide credit counseling, debt management, credit repair, or debt negotiation services? If "Yes,” No

complete Schedule D, Part VB . . . . . . . . . . . . . .. ... 9

10 Did the organization, directly or through a related organization, hold assets in temporarily restricted endowments,| 10 Yes
permanent endowments, or quasi-endowments? If "Yes,” complete Schedule D, Part

11 Ifthe organization’s answer to any of the following questions i1s ‘Yes, then complete Schedule D, Parts VI, VII,
VIII,IX, or X as applicable

a Did the organization report an amount for land, buildings, and equipment in Part X, ine10? If "Yes,” complete

Schedule D, Part vI. %) 11a | Yes
b Did the organization report an amount for investments—other securities in Part X, line 12 that 1s 5% or more of
Its total assets reported In Part X, line 16? If "Yes,” complete Schedule D, Part VII.E 11b No
c Did the organization report an amount for investments—program related in Part X, line 13 thatis 5% or more of
Its total assets reported In Part X, line 16? If "Yes,” complete Schedule D, Part viIr ¥ 11c | Yes
d Did the organization report an amount for other assets In Part X, line 15 that 1s 5% or more of its total assets
reported in Part X, line 162 If "Yes,” complete Schedule D, Part IX.E 11d No
e Did the organization report an amount for other hiabilities in Part X, line 25? If "Yes,” complete Schedule D, Part X ] 110 | Yes
f Did the organization’s separate or consolidated financial statements for the tax year include a footnote that
addresses the organization’s liability for uncertain tax positions under FIN 48 (ASC 740)? If "Yes,” complete 11f | Yes
Schedule D, Part x. )
12a Did the organization obtain separate, iIndependent audited financial statements for the tax year? If "Yes,” complete
Schedule D, Parts XI, XII, and XI1I %&} 12a No
b Was the organization included in consolidated, independent audited financial statements for the tax year? If
"Yes,” and If the organization answered 'No’to line 12a, then completing Schedule D, Parts XI, XII, and XIII i1s optional | 12p | Yes
13 Is the organization a school described in section 170(b)(1)(A)(1n)? If "Yes,” complete Schedule E 13 No
14a Did the organization maintain an office, employees, or agents outside of the United States? . . . . 14a No
b D the organization have aggregate revenues or expenses of more than $10,000 from grantmaking, fundraising, business, investment,
and program service activities outside the United States, or aggregate foreign investments valued at $100,000 or more? If "Yes,” complete
Schedule F, Part] . « « « + & o« & . 14b No
15 Did the organization report on Part IX, column (A), line 3, more than $5,000 of grants or assistance to any
organization or entity located outside the U S ? If "Yes,” complete Schedule F, Part I and IV . . 15 No
16 Did the organization report on Part IX, column (A), line 3, more than $5,000 of aggregate grants or assistance to
individuals located outside the U S ? If "Yes,” complete Schedule F, Part IIl and IV . . 16 No
17 Did the organization report a total of more than $15,000, of expenses for professional fundraising services on 17 Yes
Part IX, column (A), ines 6 and 11e? If "Yes,” complete Schedule G, Part I
18 Did the organization report more than $15,000 total of fundraising event gross income and contributions on Part
VIII, ines 1c and 8a? If "Yes,” complete Schedule G, Part IT 18 | ves
19 Did the organization report more than $15,000 of gross income from gaming activities on Part VIII, line 9a? If 19 No
"Yes,” complete Schedule G, Part II]
20a Did the organization operate one or more hospitals? If “Yes,” complete ScheduleH . . . . . ¥ 20a | Yes

b If“Yes” to line 20a, did the organization attach its audited financial statement to this return? Note. All Form 990
filers that operated one or more hospitals must attach audited financial statements . . . . . 20b | Yes

Form 990 (2011)
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v

Part I

andV, line 1

Page 4
Checklist of Required Schedules (continued)

Did the organization report more than $5,000 of grants and other assistance to governments and organizations In 21 No
the United States on PartIX, column (A), line 1? If “Yes,” complete Schedule I, Parts I and II
Did the organization report more than $5,000 of grants and other assistance to individuals in the United States 22 Yes
on Part IX, column (A), line 2? If “Yes,” complete Schedule I, Parts I and II]
Did the organization answer “Yes” to Part VII, Section A, questions 3, 4, or 5, about compensation of the
organization’s current and former officers, directors, trustees, key employees, and highest compensated 23 Yes
employees? If “Yes,” complete Schedule] .
Did the organization have a tax-exempt bond issue with an outstanding principal amount of more than $100,000
as of the last day of the year, that was I1ssued after December 31, 20027? If "Yes,” answer questions 24b-24d and
complete Schedule K. If "No,” go to line 25 24a | YoS
Did the organization invest any proceeds of tax-exempt bonds beyond a temporary period exception? 24b No
Did the organization maintain an escrow account other than a refunding escrow at any time during the year
to defease any tax-exempt bonds? 24c No
Did the organization act as an “on behalf of” Issuer for bonds outstanding at any time during the year? 24d No
Section 501(c)(3) and 501(c)(4) organizations. Did the organization engage In an excess benefit transaction with
a disqualified person during the year? If "Yes,” complete Schedule L, Part I 25a No
Is the organization aware that it engaged in an excess benefit transaction with a disqualified person in a prior
year, and that the transaction has not been reported on any of the organization’s prior Forms 990 or 990-EZ? If | 25b No
"Yes,” complete Schedule L, Part I
Was a loan to or by a current or former officer, director, trustee, key employee, highly compensated employee, or
disqualified person outstanding as of the end of the organization’s tax year? If "Yes,” complete Schedule L, 26 Yes
Did the organization provide a grant or other assistance to an officer, director, trustee, key employee, substantial
contributor, or a grant selection committee member, or to a person related to such an individual? If "Yes,” 27 No
complete Schedule L, Part II1]
Was the organization a party to a business transaction with one of the following parties? (see Schedule L, PartIV
instructions for applicable filing thresholds, conditions, and exceptions)
A current or former officer, director, trustee, or key employee? If "Yes,” complete Schedule L, Part

28a No
A family member of a current or former officer, director, trustee, or key employee? If "Yes,”
complete Schedule L, Part IV . . v« v & v e e e e e ¥ 28b No
An entity of which a current or former officer, director, trustee, or key employee (or a family member thereof) was
an officer, director, trustee, or owner? If "Yes,” complete Schedule L, Part IV . 28c | 'es
Did the organization receive more than $25,000 in non-cash contributions? If "Yes,” complete Schedule M¥E 29 Yes
Did the organization receive contributions of art, historical treasures, or other similar assets, or qualified
conservation contributions? If "Yes,” complete Schedule M 30 ves
Did the organization liquidate, terminate, or dissolve and cease operations? If "Yes,” complete Schedule N, 31 No
Did the organization sell, exchange, dispose of, or transfer more than 25% of its net assets? If "Yes,” complete
Schedule N, Part IT 32 No
Did the organization own 100% of an entity disregarded as separate from the organization under Regulations
sections 301 7701-2 and 301 7701-3? If “Yes,” complete Schedule R, Part I 33 No
Was the organization related to any tax-exempt or taxable entity? If "Yes,” complete Schedule R, Parts II, III, IV, 34 Yes
Is any related organization a controlled entity of the filing organization within the meaning of section 512(b)(13)? 35a No
Did the organization receive any payment from or engage In any transaction with a controlled entity within the 35b No
meaning of section 512(b)(13)? If "Yes,” complete Schedule R, Part V, line 2
Section 501(c)(3) organizations. Did the organization make any transfers to an exempt non-charitable related
organization? If "Yes,” complete Schedule R, Part V, line 2 36 No
Did the organization conduct more than 5% of its activities through an entity that 1s not a related organization
and that Is treated as a partnership for federal iIncome tax purposes? If "Yes,” complete Schedule R, Part VI 37 No
Did the organization complete Schedule O and provide explanations in Schedule O for Part VI, lines 11 and 19°?
Note. All Form 990 filers are required to complete Schedule O 38 Yes

Form 990 (2011)



Form 990 (2011) Page 5
Statements Regarding Other IRS Filings and Tax Compliance

Check If Schedule O contains a response to any question in this Part V . . . . . . . . . T

Yes No

1la Enterthe number reported in Box 3 of Form 1096 Enter-0- if not applicable

1a 469

b Enter the number of Forms W-2G included in line 1a Enter -0- If not applicable b
1 0

c Did the organization comply with backup withholding rules for reportable payments to vendors and reportable
gaming (gambling) winnings to prize winners? . . . .+ +  « o« 4 4 a4 w e a e 1c Yes

2a Enter the number of employees reported on Form W-3, Transmittal of Wage and Tax
Statements filed for the calendar year ending with or within the year covered by this
return . . . 0 0w e e e e e e e e e e e e e 2a 7,204

b Ifatleastone s reported on line 2a, did the organization file all required federal employment tax returns?

2b Yes
Note. If the sum of lines 1a and 2a Is greater than 250, you may be required to e-file (see instructions)
3a Didthe organization have unrelated business gross income of $1,000 or more during the
year? . . . . .+ 4 a4 e e e e e e e o ww .. | 3| Yes
b If"Yes,” has it filed a Form 990-T for this year? If "No,” provide an explanation in ScheduleO . . . . . 3b | Yes
4a At any time during the calendar year, did the organization have an interest in, or a signature or other authority
over, a financial account in a foreign country (such as a bank account or securities
account)? . . . . L . o e e e e e e e e e e e e 4a No
b If "Yes," enter the name of the foreign country
See Instructions for filing requirements for Form TD F 90-22 1, Report of Foreign Bank and Financial Accounts
5a Was the organization a party to a prohibited tax shelter transaction at any time during the tax year? . . 5a No
b Did any taxable party notify the organization that it was or s a party to a prohibited tax shelter transaction? 5b No
c If"Yes”toline 5a or5b, did the organization file Form 8886-T?
5c¢
6a Does the organization have annual gross receipts that are normally greater than $100,000, and did the 6a No
organization solicit any contributions that were not tax deductible?
b If“Yes,” did the organization include with every solicitation an express statement that such contributions or gifts
were not tax deductible? . . . . . . . L L oo 00 0w e e e e e e 6b
7 Organizations that may receive deductible contributions under section 170(c).
a Did the organization recelve a payment in excess of $75 made partly as a contribution and partly for goods and 7a Yes
services provided to the payor?
b If"“Yes,” did the organization notify the donor of the value of the goods or services provided? . . . . . 7b Yes
c Did the organization sell, exchange, or otherwise dispose of tangible personal property for which i1t was required to
fille Form 82822 . . . . . . . . e e e e e e e e e e e e e 7 No
d If“Yes,”indicate the number of Forms 8282 filed during the year . . . . | 7d |
e Did the organization receive any funds, directly or indirectly, to pay premiums on a personal benefit
contract? . . . . . . L. o e e e e e e e e e e e e e 7e No
f Did the organization, during the year, pay premiums, directly or indirectly, on a personal benefit contract? . . 7f No
g Ifthe organization received a contribution of qualified intellectual property, did the organization file Form 8899 as
required? . . . . . . v e e e e e e e e e 79

h Ifthe organization received a contribution of cars, boats, airplanes, or other vehicles, did the organization file a
Form 1098-C? . . . . .« .« .« .« o & 4 4 ... 7h | Yes

8 Sponsoring organizations maintaining donor advised funds and section 509(a)(3) supporting organizations. Did
the supporting organization, or a donor advised fund maintained by a sponsoring organization, have excess
business holdings at any time duringthevyear? . . . . . . .+ . .+« + & « o« 4 . . 8

9 Sponsoring organizations maintaining donor advised funds.

Did the organization make any taxable distributions under section 49662 . . . . . . . . . 9a

Did the organization make a distribution to a donor, donor advisor, or related person? . . . . . . 9b
10 Section 501(c)(7) organizations. Enter

a Initiation fees and capital contributions included on Part VIII, linel12 . . . 10a
Gross recelpts, included on Form 990, Part VIII, line 12, for public use of club 10b
facilities
11 Section 501(c)(12) organizations. Enter
a Gross income from members or shareholders . . . . . . . . . 11a
Gross iIncome from other sources (Do not net amounts due or paid to other
sources against amounts due or received fromthem) . . . . . . . . 11b
12a Section 4947(a)(1) non-exempt charitable trusts. Is the organization filing Form 990 in lieu of Form 10417 12a

b If“Yes,” enter the amount of tax-exempt interest received or accrued during the
year

12b

13 Section 501(c)(29) qualified nonprofit health insurance issuers.

a Is the organization licensed to iIssue qualified health plans in more than one state?
Note. All 501(c)(29) organizations must list In Schedule O each state in which they are licensed to Issue
qualified health plans, the amount of reserves required by each state, and the amount of reserves the organization

allocated to each state 13a
b Enter the aggregate amount of reserves the organization is required to maintain by
the states in which the organization Is licensed to issue qualified health plans 13b
c Enterthe aggregate amount of reserves on hand
13c
14a Did the organization recelve any payments for indoor tanning services during the tax year> . . . . . 14a No
b If"Yes," has it filed a Form 720 to report these payments? If "No,” provide an explanation in Schedule O . . 14b

Form 990 (2011)
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m Governance, Management, and Disclosure For each “Yes” response to lines 2 through 7b below, and for
a "No” response to lines 8a, 8b, or 10b below, describe the circumstances, processes, or changes in Schedule

Page 6

O. See Instructions.

Check If Schedule O contains a response to any question in this Part VI e
Section A. Governing Body and Management
Yes No
1la Enterthe number of voting members of the governing body at the end of the tax
year . . . . 4 e e e e e e e e la 9
b Enter the number of voting members included in line 1a, above, who are
independent . . . . . . . 4w e e e e e e ib 6
2 Did any officer, director, trustee, or key employee have a family relationship or a business relationship with any
other officer, director, trustee, or key employee? 2 No
3 Did the organization delegate control over management duties customarily performed by or under the direct
supervision of officers, directors or trustees, or key employees to a management company or other person? 3 No
4 Did the organization make any significant changes to its governing documents since the prior Form 990 was
filed? No
5 Did the organization become aware during the year of a significant diversion of the organization’s assets? 5 No
Did the organization have members or stockholders? No
7a Did the organization have members, stockholders, or other persons who had the power to elect or appoint one or
more members of the governing body? 7a No
b Are any governance decisions of the organization reserved to (or subject to approval by) members, stockholders,| 7b No
or persons other than the governing body?
8 Did the organization contemporaneously document the meetings held or written actions undertaken during the
year by the following
The governing body? 8a Yes
Each committee with authority to act on behalf of the governing body? 8b Yes
9 Is there any officer, director, trustee, or key employee listed in Part VII, Section A, who cannot be reached at the
organization’s mailing address? If“Yes provide the names and addresses n Schedule 0 9 No
Section B. Policies (This Section B requests information about policies not required by the Internal
Revenue Code.)
Yes No
10a Did the organization have local chapters, branches, or affiliates? 10a No
b If“Yes,” did the organization have written policies and procedures governing the activities of such chapters,
affillates, and branches to ensure their operations are consistent with the organization's exempt 10b
purposes?
1l1a Has the organization provided a complete copy of this Form 990 to all members of its governing body before filing
the form? 1la | Yes
b Describe in Schedule O the process, iIf any, used by the organization to review the Form 990
12a Did the organization have a written conflict of interest policy? If "No,” go to line 13 12a | Yes
b Were officers, directors or trustees, and key employees required to disclose annually interests that could give
rise to conflicts? 12b | Yes
c¢ Did the organization regularly and consistently monitor and enforce compliance with the policy? If "Yes,” describe
in Schedule O how this was done 12c | Yes
13 Did the organization have a written whistleblower policy? 13 | Yes
14 Did the organization have a written document retention and destruction policy? 14 | Yes
15 Did the process for determining compensation of the following persons include a review and approval by
independent persons, comparability data, and contemporaneous substantiation of the deliberation and decision?
a The organization’s CEO, Executive Director, or top management official 15a | Yes
Other officers or key employees of the organization 15b | Yes
If"Yes," to line 15a or 15b, describe the process in Schedule O (see Iinstructions)
16a Did the organization invest in, contribute assets to, or participate in a joint venture or similar arrangement with a
taxable entity during the year? 16a | Yes
b If"“Yes,” did the organization follow a written policy or procedure requiring the organization to evaluate Its
participation in joint venture arrangements under applicable federal tax law, and take steps to safeguard the
organization’s exempt status with respect to such arrangements? 16b No

Section C. Disclosure

17
18

19

20

List the States with which a copy of this Form 990 I1s required to be filed®PA

Section 6104 requires an organization to make its Form 1023 (or 1024 if applicable), 990, and 990-T (501(c)
(3)s only) available for public inspection Indicate how you made these available Check all that apply

[ Own website ¥ Another's website [ Upon request

Describe in Schedule O whether (and If so, how), the organization made its governing documents, conflict of
interest policy, and financial statements available to the public See Additional Data Table

State the name, physical address, and telephone number of the person who possesses the books and records of the organization

The Organization
2100 Mack Blvd
Allentown,PA 181035622
(484)884-0130

Form 990 (2011)



Form 990 (2011) Page 7

m Compensation of Officers, Directors,Trustees, Key Employees, Highest Compensated
Employees, and Independent Contractors
Check If Schedule O contains a response to any question Iin this Part VII . . . . . . . . . T

Section A. Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees

1a Complete this table for all persons required to be listed Report compensation for the calendar year ending with or within the organization’s
tax year

# List all of the organization’s current officers, directors, trustees (whether individuals or organizations), regardless of amount

of compensation, and current key employees Enter -0-in columns (D), (E), and (F) if no compensation was paid

# List all of the organization’s current key employees, if any See instructions for definition of "key employee "

# List the organization’s five current highest compensated employees (other than an officer, director, trustee or key employee)

who recelved reportable compensation (Box 5 of Form W-2 and/or Box 7 of Form 1099-MISC) of more than $100,000 from the
organization and any related organizations

# List all of the organization’s former officers, key employees, or highest compensated employees who received more than $100,000
of reportable compensation from the organization and any related organizations

# List all of the organization’s former directors or trustees that received, in the capacity as a former director or trustee of the
organization, more than $10,000 of reportable compensation from the organization and any related organizations

List persons In the following order individual trustees or directors, institutional trustees, officers, key employees, highest
compensated employees, and former such persons

[~ Check this box If neither the organization nor any related organizations compensated any current or former officer, director, or trustee

(A) (B) (©) (D) (E) (F)
Name and Title Average Position (do not check Reportable Reportable Estimated
hours more than one box, compensation compensation amount of other
per unless person Is both from the from related compensation
week an officerand a organization (W- organizations from the
(describe director/trustee) 2/1099-MISC) (W- 2/1099- organization and
hours T T MISC) related
for o= = 3.5_ organizations
related =3 | & o
organizations 2= 2 R S
Lo |2 2 o (B8
n 5 == |3 =N =
Schedule § = |2 |8 E =N =
— jy =] - |
W = 15} =
T T &
LN E
[u®
(1) Richard Fleming 100 X 0 0 0
Honorary Trustee
(2) Wilham F Hecht 100 X 0 0 0
Trustee
(3) Matthew M McCambrdge MD 100 X 45,000 0 0
Trustee
(4) Stephen K Klasko MD 100 X 0 0 0
Trustee
(5) Ronald W Swinfard MD
Trustee/CEO 60 00 X X 1,383,034 0 30,230
(6) Kathryn P Taylor 100 X 0 0 0
Chair
(7) Martin K Till
Vice Chair 100 X 0 0 0
(8) Daniel H Weiss 100 X 0 0 0
Trustee
(9) Robert ] Motley MD 100 X 15,000 0 0
Trustee
(10) John D Stanley 100 X 0 0 0
Trustee
(11) Keith Weinhold
Sr Vice-President-Operations 6000 X 299,353 0 30,230
(12) James Geiger
Sr Vice-President-Operations 60 00 X 299,759 0 30,230
(13) Debby Patrick 60 00 X 297,726 0 30,230
Vice-President Human Resources
(14) Scott Lipkin 60 00 X 248,266 0 30,230
Chief, Non
(15) Edward Dougherty
Senior VP, Business and Network Dev 6000 X 243,922 0 30,123
(16) Elliot J Sussman MD
Former Trustee/CEO 000 X 2,112,251 0 0
(17) Joseph G Felkner 000 X 931,418 0 0
Former Treasurer

Form 990 (2011)
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m Section A. Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees (continued)

Page 8

(A) (B) (©) (D) (E) (F)
Name and Title Average Position (do not check Reportable Reportable Estimated
hours more than one box, compensation compensation amount of other
per unless person Is both from the from related compensation
week an officerand a organization (W- organizations from the
(describe director/trustee) 2/1099-MISC) (W- 2/1099- organization and
hours T T MISC) related
for — = == organizations
a =] = - 'D_:
related a g | & o
organizations | = = | £ B P -
In & E =] g 5 o2 |2
Schedule § =212 |2 = =
— jy =] - P
o = [1e] =
T | & T £
| T E
T [}
(18) Mary Kay Grim
Former Sr Vice-President-Human Resources 000 X 242,316 0
i1b  Sub-Total >
Total from continuation sheets to Part VII, Section A *
Total (add lines 1b and 1c) * 6,118,045 181,273
2 Total number of individuals (including but not limited to those listed above) who received more than
$100,000 of reportable compensation from the organization®200
Yes No
3 Did the organization list any former officer, director or trustee, key employee, or highest compensated employee
on line 1a? If "Yes,” complete Schedule J for such individual . .« .« « « & « & o &« 2« &« 3 Yes
4 For any individual listed on line 1a, Is the sum of reportable compensation and other compensation from the
organization and related organizations greaterthan $150,000°? If "Yes,” complete Schedule J for such
individual « « = & & 4 4 w4 4 e w w aa s e s e e e owla | Yes
5 Did any person listed on line 1a recelve or accrue compensation from any unrelated organization or individual for
services rendered to the organization? If "Yes,” complete Schedule J for such person . . .« .« . 5 No
Section B. Independent Contractors
1 Complete this table for your five highest compensated independent contractors that received more than
$100,000 of compensation from the organization Report compensation for the calendar year ending with
or within the organization’s tax year
(R) (B) (©)
Name and business address Description of services Compensation
Pulmonary Associates PC
1210 S Cedar Crest Blvd Suite 23 Physician Services 3,481,084
Allentown, PA 18103
V/SAS Orthopaedics
1250 S Cedar Crest Blvd Suite 11 Physician Services 2,305,350
Allentown, PA 18103
Lehigh Area Medical Associates
1255 S Cedar Crest Blvd Suite 22 Physician Services 2,033,851
Allentown, PA 18103
Post & Schell PC
Four Penn Center 1600 John F Kenn Attorneys 1,533,555
Philadelphia, PA 19103
Norns McLaughlin & Marcus PA
1611 Pond Road Suite 300 Attorneys 958,154
Allentown, PA 181042221
2 Total number of Independent contractors (including but not limited to those listed above) who received more than
$100,000 of compensation from the organization 48

Form 990 (2011)
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Part VIII|

Statement of Revenue

(A) (B) (©) (D)
Total revenue Related or Unrelated Revenue
exempt business excluded from
function revenue tax under
revenue sections
512,513, 0r
514
_‘E _E la Federated campaigns . . 1a
T g b Membershipdues . . . . 1b
o
. E ¢ Fundraisingevents . . . . 1c
e L
= = d Related organizations . . . id
The
w e e Government grants (contributions) 1e 6,348,605
=|.
E E f All other contnbutions, gifts, grants, and  1f 13,842,032
'E,' g similar amounts not included above
= g Noncash contributions included In
=< 182,761
::-E lines 1a-1f $
S8 | h TotalAdd Iines 1a-1f - 20,190,637
@ Business Code
E 2a Inpatient Revenue 624100 655,241,094 655,241,094
=
gf b Outpatient Revenue 624100 400,313,573 394,652,980 5,660,593
g C Physician Fee Revenue 624100 953,601 953,601
E d
— e
&
= f All other program service revenue
=
& g Total. Add lines 2a-2f . 1,056,508,268
3 Investment income (including dividends, interest
and other similar amounts) * 9,441,360 9,441,360
Income from investment of tax-exempt bond proceeds L3
5 Royalties .
(1) Real (1) Personal
6a Gross rents 6,436,192
b Less rental 5,470,763
expenses
¢ Rental iIncome 965,429
or (loss)
d Netrental income or (loss) * 965,429 965,429
(1) Securities (n) Other
7a Gross amount 567,404,524 101,717
from sales of
assets other
than inventory
b Less cost or 534,122,801 83,226
other basis and
sales expenses
Gain or (loss) 33,281,723 18,491
Net gain or (loss) - 33,300,214 33,300,214
8a Gross income from fundraising
a8 events (not including
= $
E of contributions reported on line 1c¢)
é See PartIV, line 18
= a 1,114,414
- b Less direct expenses . . . b 456,733
=1
[ ¢ Netincome or (loss) from fundraising events * 657,681 657,681
9a Gross income from gaming activities
See Part1IV, line 19
a
b Less direct expenses . . . b
c Netincome or (loss) from gaming activities -
10a Gross sales of inventory, less
returns and allowances
a
b Less costofgoodssold . . b
c Netincome or (loss) from sales of inventory *
Miscellaneous Revenue Business Code
11a Health Network Labs 621500 13,465,937 12,576,270 889,667
b Research & Misc Incom 900099 12,013,182 11,892,611 120,571
Lehigh Valley PHO 900003 653,880 653,880
d All other revenue
e Total. Addlines 11a-11d
- 26,132,999
12 Total revenue. See Instructions >
1,147,196,588 1,109,270,650 6,670,831 11,064,470
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Form 990 (2011) Page 10
m Statement of Functional Expenses
Section 501(c)(3)and 501(c)(4) organizations must complete all columns
All other organizations must complete column (A ) but are not required to complete columns (B), (C), and (D)
Check iIf Schedule O contains a response to any question in this Part IX . . .
Do not include amounts reported on lines 6b, (A) PrOgraf‘nB)SENICE Manage(r(1:1)ent and Funglr)a)smg
7b, 8b, 9b, and 10b of Part VIII. Total expenses expenses general expenses expenses
1 Grants and other assistance to governments and organizations
In the United States See PartIV, line 21
2 Grants and other assistance to individuals in the
United States See PartIV,line 22 386,971 386,971
3 Grants and other assistance to governments,
organizations, and individuals outside the United
States See PartIV, lines 15 and 16
4 Benefits paid to or for members
5 Compensation of current officers, directors, trustees, and
key employees 10,047,999 10,047,999
6 Compensation not Iincluded above, to disqualified persons
(as defined under section 4958(f)(1)) and persons
described in section 4958 (c)(3)(B)
7 Other salaries and wages 314,257,021 298,344,149 14,662,763 1,250,109
Pension plan contributions (include section 401 (k) and section
403(b) employer contributions) 22,932,752 21,871,245 977,964 83,543
9 Other employee benefits 34,211,715 32,887,536 1,227,764 96,415
10 Payroll taxes 23,183,500 21,972,460 1,115,339 95,701
11 Fees for services (non-employees)
a Management
b Legal 2,429,072 2,429,072
¢ Accounting 344,576 344,576
d Lobbying
e Professional fundraising See Part IV, line 17
f Investment management fees
g Other 106,066,840 96,409,884 9,598,713 58,243
12 Advertising and promotion 5,791,092 4,304,438 1,486,654
13 Office expenses 2,730,225 2,588,262 128,983 12,980
14 Information technology 12,496,064 12,423,128 68,354 4,582
15 Rovyalties
16 Occupancy 27,092,493 26,570,284 478,909 43,300
17 Travel 1,376,120 1,290,885 76,442 8,793
18 Payments of travel or entertainment expenses for any federal,
state, or local public officials
19 Conferences, conventions, and meetings 1,750,117 1,639,403 75,735 34,979
20 Interest 16,087,125 16,087,125
21 Payments to affiliates
22 Depreciation, depletion, and amortization 64,030,015 63,912,317 115,911 1,787
23 Insurance 6,225,463 6,225,463
24 Other expenses Itemize expenses not covered above (List
miscellaneous expenses In line 24f If line 24f amount exceeds 10%
of ine 25, column (A) amount, list line 24f expenses on Schedule O )
a MEDICAL SUPPLIES 176,799,561 176,798,045 1,516
b PURCHASED SERVICES 107,378,707 105,120,141 2,099,311 159,255
¢ BAD DEBTS EXPENSE 66,764,137 66,764,137
d OTHER SUPPLIES 4,043,508 4,022,589 30,709 -9,790
e
f All other expenses 32,725,321 30,063,244 2,525,270 136,807
25 Total functional expenses. Add lines 1 through 24f 1,039,150,394 1,002,503,352 34,670,337 1,976,704
26 Joint costs. Check here & [~ if following

SOP 98-2 (ASC 958-720) Complete this line only If the
organization reported in column (B) joint costs from a
combined educational campaign and fundraising solicitation

Form 990 (2011)
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IEEIEEd Balance Sheet

Page 11

(A) (B)
Beginning of year End of year
1 Cash—non-interest-bearing 10,853 1 13,515
2 Savings and temporary cash investments 3,528,591 2 2,920,440
3 Pledges and grants receivable, net 7,152,180 3 11,268,693
4 Accounts recelvable, net 124,382,143| 4 201,194,989
5 Recelvables from current and former officers, directors, trustees, key employees, and
highest compensated employees Complete PartII of
Schedule L o 5 90,000
6 Receivables from other disqualified persons (as defined under section 4958 (f)(1)) and
persons described in section 4958(c)(3)(B) Complete Part II of
Schedule L 6
"E' 7 Notes and loans receivable, net 1,123,621 7 2,238,618
ﬁ 8 Inventories for sale or use 7,833,516 8 13,133,075
< Prepaid expenses and deferred charges 15,094,205| 9 15,764,871
10a Land, buildings, and equipment cost or other basis Complete 1,032,736,708
Part VI of Schedule D 10a
b Less accumulated depreciation 10b 588,417,428 438,799,210 10c 444,319,280
11 Investments—publicly traded securities 639,808,126| 11 613,111,767
12 Investments—other securities See PartIV, line 11 0] 12 0
13 Investments—program-related See PartIV, line 11 89,606,426| 13 102,113,760
14 Intangible assets 14
15 Other assets See PartIV,line 11 8,671,371 15 3,879,431
16 Total assets. Add lines 1 through 15 (must equal line 34) 1,336,010,242| 16 1,410,048,439
17 Accounts payable and accrued expenses 82,631,847 17 89,089,187
18 Grants payable 18
19 Deferred revenue 2,394,848( 19 2,707,670
20 Tax-exempt bond habilities 351,205,810 20 342,411,615
w 21 Escrow or custodial account hiability Complete Part IV of Schedule D 21
:E 22 Payables to current and former officers, directors, trustees, key
= employees, highest compensated employees, and disqualified
ﬁ persons Complete Part II of Schedule L 22
= 23 Secured mortgages and notes payable to unrelated third parties 34,362,783| 23 34,605,371
24 Unsecured notes and loans payable to unrelated third parties 24
25 Other liabilities (including federal Income tax, payables to related third parties,
and other habilities not included on lines 17-24) Complete Part X of Schedule
D L. 174,431,671 25 301,396,078
26 Total liabilities. Add lines 17 through 25 645,026,959 26 770,209,921
" Organizations that follow SFAS 117, check here = [¢” and complete lines 27
E through 29, and lines 33 and 34.
% 27 Unrestricted net assets 551,790,038| 27 502,217,281
E 28 Temporarily restricted net assets 97,224,615| 28 91,734,168
E 29 Permanently restricted net assets 41,968,630 29 45,887,069
u:. Organizations that do not follow SFAS 117, check here = [~ and complete
E lines 30 through 34.
n |30 Capital stock or trust principal, or current funds 30
E 31 Paid-in or capital surplus, or land, building or equipment fund 31
.»;':|:"1I 32 Retained earnings, endowment, accumulated income, or other funds 32
% |33 Total net assets or fund balances 690,983,283 33 639,838,518
= 34 Total lhabilities and net assets/fund balances 1,336,010,242| 34 1,410,048,439
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Check If Schedule O contains a response to any question in this Part XI

-

1 Total revenue (must equal Part VIII, column (A), line 12)
1 1,147,196,588
2 Total expenses (must equal Part IX, column (A), line 25)
2 1,039,150,394
3 Revenue less expenses Subtractline 2 from line 1
3 108,046,194
4 Net assets or fund balances at beginning of year (must equal Part X, line 33, column (A))
4 690,983,283
5 Otherchanges in net assets or fund balances (explain in Schedule O)
5 -159,190,959
6 Net assets or fund balances at end of year Combine lines 3, 4, and 5 (must equal Part X, line 33, column
(B)) . . . . . . 6 639,838,518
Financial Statements and Reporting
Check If Schedule O contains a response to any question in this Part XII e
Yes No
1 Accounting method used to prepare the Form 990 [ cash [ Accrual [ Other
If the organization changed its method of accounting from a prior year or checked "Other," explainin
Schedule O
2a Were the organization’s financial statements compiled or reviewed by an independent accountant? 2a No
b Were the organization’s financial statements audited by an independent accountant? 2b Yes
c If"Yes,”to 2a or 2b, does the organization have a committee that assumes responsibility for oversight of the
audit, review, or compilation of its financial statements and selection of an independent accountant?
If the organization changed either its oversight process or selection process during the tax year, explain in
Schedule O 2c Yes
d If"Yes”toline 2a or2b, check a box below to Indicate whether the financial statements for the year were 1ssued
on a separate basis, consolidated basis, or both
[ Separate basis [v" Consolidated basis [~ Both consolidated and separated basis
3a As aresult of a federal award, was the organization required to undergo an audit or audits as set forth in the
Single Audit Act and OMB Circular A-1337 3a Yes
b If“Yes,” did the organization undergo the required audit or audits? If the organization did not undergo the required| 3b Yes
audit or audits, explain why in Schedule O and describe any steps taken to undergo such audits

Form 990 (2011)
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SCHEDULE A
(Form 990 or 990EZ)

Department of the Treasury
Intemal Revenue Service

OMB No 1545-0047

Open to Public
# Attach to Form 990 or Form 990-EZ. ™ See separate instructions. Inspection

Public Charity Status and Public Support

Complete if the organization is a section 501(c)(3) organization or a section
4947(a)(1) nonexempt charitable trust.

Name of the organization
Lehigh Valley Hospital

Employer identification number

23-1689692

m Reason for Public Charity Status (All organizations must complete this part.) See instructions
The organization I1s not a private foundation because iti1s (For lines 1 through 11, check only one box )

1 [T A church, convention of churches, or association of churches section 170(b){(1)(A)(i).

2 [T A school described in section 170(b)(1)(A)(ii). (Attach Schedule E )

3 [ A hospital or a cooperative hospital service organization described in section 170(b)(1)(A)(iii).

4 [T A medical research organization operated in conjunction with a hospital described in section 170(b)(1)(A)(iii). Enter the
hospital's name, city, and state

5 [T Anorganization operated for the benefit of a college or university owned or operated by a governmental unit described in
section 170(b)(1)(A)(iv). (Complete Part II )

6 [T A federal, state, or local government or governmental unit described in section 170(b)(1)(A)(v).

7 [T An organization that normally receives a substantial part of its support from a governmental unit or from the general public
described in
section 170(b)(1)(A)(vi) (Complete Part Il )

8 [T A community trust described in section 170(b)(1)(A)(vi) (Complete Part II )

9 [T An organization that normally receives (1) more than 331/3% of its support from contributions, membership fees, and gross
receipts from activities related to its exempt functions—subject to certain exceptions, and (2) no more than 331/3% of
Its support from gross investment income and unrelated business taxable income (less section 511 tax) from businesses
acquired by the organization after June 30,1975 See section 509(a)(2). (Complete PartIII )

10 [T An organization organized and operated exclusively to test for public safety Seesection 509(a)(4).

11 [T Anorganization organized and operated exclusively for the benefit of, to perform the functions of, or to carry out the purposes of
one or more publicly supported organizations described in section 509(a)(1) or section 509(a)(2) See section 509(a)(3). Check
the box that describes the type of supporting organization and complete lines 11e through 11h

a [ Typel b [ Typell c¢ | Typelll - Functionally integrated d [ Typelll- Other
e [T By checking this box, I certify that the organization I1s not controlled directly or indirectly by one or more disqualified persons
other than foundation managers and other than one or more publicly supported organizations described in section 509(a)(1) or
section 509(a)(2)
f If the organization received a written determination from the IRS that iti1s a Type I, Type Il or Type III supporting organization,
check this box I
g Since August 17, 2006, has the organization accepted any gift or contribution from any of the
following persons?
(i) a person who directly or indirectly controls, either alone or together with persons described in (1) Yes | No
and (1) below, the governing body of the the supported organization? 11g(i)
(ii) a family member of a person described in (1) above? 11g(ii)
(iii) a 35% controlled entity of a person described in (1) or (1) above? 11g(iii)
h Provide the following information about the supported organization(s)
(iii) iv
Type of Ié trze (v) (vi)
(i) ~ organization organization in Did you notify the Is the (vii)
Name of (") (descnbed on I I d organization in organization in
col (1) listed in | p | d Amount of
supported EIN lines 1- 9 above col (1) of your col (1) organize
your governing 5 - support?
organization or IRC section document? support inthe U S
(see
instructions)) Yes No Yes No Yes No

Total

For Paperwork Reduction ActNotice, see the Instructions for Form 990

Cat No 11285F

Schedule A (Form 990 or 990-EZ) 2011



Schedule A (Form 990 or 990-EZ) 2011 Page 2
BEETE I Support Schedule for Organizations Described in IRC 170(b)(1)(A)(iv) and 170(b)(1)(A)(vi)

(Complete only If you checked the box on line 5, 7, or 8 of Part I or If the organization failed to qualify
under Part II1. If the organization fails to qualify under the tests listed below, please complete Part III.)

Section A. Public Support

Calendar year (orfiscal year beginning

1

6

m (a) 2007 (b) 2008 (c) 2009 (d) 2010 (e) 2011 (f) Total

Gifts, grants, contributions, and
membership fees received (Do not
include any "unusual

grants ")

Tax revenues levied for the
organization's benefit and either
paid to or expended on Its
behalf

The value of services or facilities
furnished by a governmental unit to
the organization without charge

Total. Add lines 1 through 3

The portion of total contributions
by each person (other than a
governmental unit or publicly
supported organization) included on
line 1 that exceeds 2% of the
amount shown on line 11, column

(f)

Public Support. Subtract line 5 from
line 4

Section B. Total Support

Calendar year (or fiscal year beginning

7
8

10

11

12
13

e (a) 2007 (b) 2008 (c) 2009 (d) 2010 (e) 2011 (f) Total

Amounts from line 4

Gross Income from interest,
dividends, payments received on
securities loans, rents, royalties
and income from similar

sources

Net income from unrelated
business activities, whether or
not the business Is regularly
carried on

Otherincome (ExplaininPart
IV ) Do not include gain or loss
from the sale of capital assets

Total support (Add lines 7
through 10)

Gross recelpts from related activities, etc (See instructions ) | 12 |

First Five Years If the Form 990 1s for the organization's first, second, third, fourth, or fifth tax yearas a 501(c)(3) organization,
check this box and stop here

Section C. Computation of Public Support Percentage

14
15
16a

17a

18

Public Support Percentage for 2011 (line 6 column (f) divided by line 11 column (f)) 14

Public Support Percentage for 2010 Schedule A, Part1I, line 14 15

33 1/3% support test—2011. If the organization did not check the box on line 13, and line 14 1s 33 1/3% or more, check this box

and stop here. The organization qualifies as a publicly supported organization >
33 1/3% support test—2010. If the organization did not check the box on line 13 or16a, and line 15 1s 33 1/3% or more, check this
box and stop here. The organization qualifies as a publicly supported organization >

10%-facts-and-circumstances test—2011. If the organization did not check a box on line 13, 16a, or 16b and line 14

1Is 10% or more, and If the organization meets the "facts and circumstances” test, check this box and stop here. Explain

in Part IV how the organization meets the "facts and circumstances” test The organization qualifies as a publicly supported
organization >
10%-facts-and-circumstances test—2010. If the organization did not check a box on line 13, 16a,16b,or 17a and line

151s 10% or more, and If the organization meets the "facts and circumstances” test, check this box and stop here.

Explainin Part IV how the organization meets the "facts and circumstances” test The organization qualifies as a publicly

supported organization [ 2
Private Foundation If the organization did not check a box online 13, 16a, 16b,17a or 17b, check this box and see
Instructions L2

Schedule A (Form 990 or 990-EZ) 2011



Schedule A (Form 990 or 990-EZ) 2011 Page 3
.m Support Schedule for Organizations Described in IRC 509(a)(2)

(Complete only If you checked the box on line 9 of Part I or If the organization failed to qualfy under
Part II. If the organization fails to qualify under the tests listed below, please complete Part II.)

Section A. Public Support

Calendar year (°rfl'ns)ca' year beginning (a) 2007 (b) 2008 (c) 2009 (d) 2010 (e) 2011 (F) Total

1 Gifts, grants, contributions, and
membership fees received (Do not
include any "unusual grants ")

2 Gross receipts from admissions,
merchandise sold or services
performed, or facilities furnished in
any activity that 1s related to the
organization's tax-exempt
purpose

3 Gross recelipts from activities that
are not an unrelated trade or
business under section 513

4 Tax revenues levied for the
organization's benefit and either
paid to or expended on Its
behalf

5 The value of services or facilities
furnished by a governmental unit to
the organization without charge

6 Total.Add lines 1 through 5

7a Amounts includedonlines 1, 2,
and 3 recelved from disqualified
persons

b Amounts included on lines 2 and 3
received from other than
disqualified persons that exceed
the greater of $5,000 or 1% of the
amount on line 13 for the year

c Addlines 7aand 7b

8 Public Support (Subtract line 7c¢
from line 6 )

Section B. Total Support

Calendar year (°rfl'ns)ca' yearbeginning | .y 50507 (b) 2008 (c) 2009 (d) 2010 (e) 2011 (F) Total

9 Amounts from line 6

10a Gross income from interest,
dividends, payments received on
securities loans, rents, royalties
and income from similar
sources

b Unrelated business taxable
income (less section 511 taxes)
from businesses acquired after
June 30,1975

c Addlines 10a and 10b

11 Net income from unrelated
business activities not included
in line 10b, whether or not the
business Is regularly carried on
12 Otherincome Do notinclude
gain or loss from the sale of
capital assets (Explainin Part
IV )
13 Total support (Add lines 9, 10¢c,
11and12)
14 First Five Years If the Form 990 1s for the organization’s first, second, third, fourth, or fifth tax yearas a 501(c)(3) organization,
check this box and stop here >

Section C. Computation of Public Support Percentage

15
16

Public Support Percentage for 2011 (line 8 column (f) divided by line 13 column (f)) 15

Public support percentage from 2010 Schedule A, Part III, line 15 16

Section D. Computation of Investment Income Percentage

17
18
19a

20

Investment income percentage for 2011 (line 10c column (f) divided by line 13 column (f)) 17

Investment income percentage from 2010 Schedule A, Part III, ine 17 18

33 1/39% support tests—2011. If the organization did not check the box on line 14, and line 15 1s more than 33 1/3% and line 17 1s not
more than 33 1/3%, check this box and stop here. The organization qualifies as a publicly supported organization >
33 1/39% support tests—2010. If the organization did not check a box online 14 or line 19a, and line 16 1s more than 33 1/3% and line
18 1s not more than 33 1/3%, check this box and stop here. The organization qualifies as a publicly supported organization >
Private Foundation If the organization did not check a box on line 14, 19a or 19b, check this box and see Instructions >

Schedule A (Form 990 or 990-EZ) 2011



Schedule A (Form 990 or 990-EZ) 2011 Page 4

Part IV Supplemental Information. Supplemental Information. Complete this part to provide the explanation
required by Part II, ine 10; PartII, ine 17a or 17b; or Part III, ine 12. Also complete this part for any
additional information. (See instructions).

Facts And Circumstances Test

Explanation

Schedule A (Form 990 or 990-EZ) 2011
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SCHEDULE C Political Campaign and Lobbying Activities OMB No 1545-0047

(Form 990 or 990-EZ)

For Organizations Exempt From Income Tax Under section 501(c) and section 527 20 1 1

= Complete if the organization is described below.

Department of the Treasu -
P v k- Attach to Form 990 or Form 990-EZ. I See separate instructions. Open to Public
Intemal Revenue Service Inspection

If the organization answered “Yes,” to Form 990, Part IV, Line 3, or Form 990-EZ, Part V, line 46 (Political Cam paign Activities),
then

# Section 501(c)(3) organizations Complete Parts -FA and B Do not complete Part I-C

# Section 501(c) (other than section 501(c)(3)) organizations Complete Parts I-A and C below Do not complete Part |-B

# Section 527 organizations Complete Part -A only

If the organization answered “Yes,” to Form 990, Part IV, Line 4, or Form 990-EZ, Part VI, line 47 (Lobbying Activities), then

# Section 501(c)(3) organizations that have filed Form 5768 (election under section 501(h)) Complete Part IIFA Do not complete Part I-B

# Section 501(c)(3) organizations that have NOT filed Form 5768 (election under section 501(h)) Complete Part IFB Do not complete Part II-A
If the organization answered “Yes,” to Form 990, Part IV, Line 5 (Proxy Tax) or Form 990-EZ, line 35c (Proxy Tax), then

# Section 501(c)(4), (5), or (6) organizations Complete Part lll

Name of the organization Employer identification number
Lehigh Valley Hospital

23-1689692
m Complete if the organization is exempt under section 501(c) or is a section 527 organization.

1 Provide a description of the organization's direct and indirect political campaign activities on behalf of or
In opposition to candidates for public office in Part IV

2 Political expenditures [ 3 $

3  Volunteer hours

-ladd:] Complete if the organization is exempt under section 501(c)(3).

1 Enter the amount of any excise tax incurred by the organization under section 4955 L3

2 Enter the amount of any excise tax incurred by organization managers under section 4955 L3

3 If the organization incurred a section 4955 tax, did it file Form 4720 for this year? [~ Yes [~ No

4a Was a correction made? [T Yes [ No
b If"Yes," describe inPartIV

LCLARS® Complete if the organization is exempt under section 501(c) except section 501(c)(3).

1 Enter the amount directly expended by the filing organization for section 527 exempt function activities $

2 Enter the amount of the filing organization's funds contributed to other organizations for section 527

exempt funtion activities - $
3 Total exempt function expenditures Addlines 1 and 2 Enter here and on Form 1120-POL, ine 17b L3 $
Did the filing organization file Form 1120-POL for this year? [~ Yes ™ No

5 Enter the names, addresses and employer identification number (EIN) of all section 527 political organizations to which the filing
organization made payments For each organization listed, enter the amount paid from the filing organization’s funds Also enter the
amount of political contributions received that were promptly and directly delivered to a separate political organization, such as a
separate segregated fund or a political action committee (PAC) If additional space I1s needed, provide information in Part IV

(a) Name (b) Address (c) EIN (d) Amount paid from | (@) Amount of political
filing organization's contributions received

funds If none, enter -0- and promptly and
directly delivered to a
separate political
organization If none,
enter -0-

For Privacy Act and Paperwork Reduction Act Notice, see the instructions for Form 990. Cat No 50084S Schedule C (Form 990 or 990-EZ) 2011



Schedule C (Form 990 or 990-EZ) 2011
m Complete if the organization is exempt under section 501(c)(3) and filed Form 5768 (election

Page 2

under section 501(h)).

A Check [~ ifthe filing organization belongs to an affiliated group (and list in Part IV each affiliated group member's name, address, EIN,
expenses, and share of excess lobbying expenditures)
B Check [ ifthe filing organization checked box A and "limited control" provisions apply
.. . . a) Filin b) Affiliated
Limits on Lobbying Expenditures Oréaﬁlzatlgn.s ( )Group
(The term "expenditures” means amounts paid or incurred.) Totals Totals
la Total lobbying expenditures to influence public opinion (grass roots lobbying)
b Total lobbying expenditures to influence a legislative body (direct lobbying)
c Total lobbying expenditures (add lines 1a and 1b)
d Other exempt purpose expenditures
e Total exempt purpose expenditures (add lines 1¢c and 1d)
f Lobbying nontaxable amount Enter the amount from the following table in both
columns
If the amount on line le, column (a) or (b) is: The lobbying nontaxable amount is:
Not over $500,000 20% of the amount on line 1e
Over $500,000 but not over $1,000,000 $100,000 plus 15% of the excess over $500,000
Over $1,000,000 but not over $1,500,000 $175,000 plus 10% of the excess over $1,000,000
Over $1,500,000 but not over $17,000,000 $225,000 plus 5% of the excess over $1,500,000
Over $17,000,000 $1,000,000
g Grassroots nontaxable amount (enter 25% of line 1f)
h Subtractline 1g from line 1a If zero orless, enter-0-
i Subtractline 1ffrom line 1¢c If zero or less, enter -0-
j Ifthere s an amount otherthan zero on either line 1h or line 11, did the organization file Form 4720 reporting Y N
section 4911 tax for this year? [~ Yes [ No
4-Year Averaging Period Under Section 501(h)
(Some organizations that made a section 501(h) election do not have to complete all of the five
columns below. See the instructions for lines 2a through 2f on page 4.)
Lobbying Expenditures During 4-Year Averaging Period
Calendar year (or fiscal year (a) 2008 (b) 2009 (c) 2010 (d) 2011 (e) Total
beginning in)
2a Lobbying non-taxable amount
b Lobbying ceiling amount
(150% of line 2a, column(e))
c Total lobbying expenditures
d Grassroots non-taxable amount
e Grassroots ceilling amount
(150% of line 2d, column (e))
f Grassroots lobbying expenditures

Schedule C (Form 990 or 990-EZ) 2011
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(- 1aeg]:} Complete if the organization is exempt under section 501(c)(3) and has NOT filed Form 5768
(election under section 501(h)).

(a) (b)
Yes No Amount
1 During the year, did the filing organization attempt to influence foreign, national, state or local
legislation, including any attempt to influence public opinion on a legislative matter or referendum,
through the use of
a Volunteers? No
b Paid staff or management (include compensation in expenses reported on lines 1c through 11)? Yes
¢ Media advertisements? No
d Mailings to members, legislators, or the public? Yes 0
e Publications, or published or broadcast statements? No
f Grants to other organizations for lobbying purposes? No
g Direct contact with legislators, their staffs, government officials, or a legislative body? Yes 76,084
h Rallies, demonstrations, seminars, conventions, speeches, lectures, or any similar means? No
i Otheractivities? If "Yes," describe in PartIV Yes 24,000
j Total lines 1c through 11 100,084
2a Did the activities in line 1 cause the organization to be not described Iin section 501(c)(3)? | No
b If"Yes," enter the amount of any tax incurred under section 4912
c If"Yes," enter the amount of any tax incurred by organization managers under section 4912
d Ifthe filing organization incurred a section 4912 tax, did it file Form 4720 for this year? |

m Complete if the organization is exempt under section 501(c)(4), section 501(c)(5), or section

501(c)(6).
Yes | No
1 Were substantially all (90% or more) dues received nondeductible by members? 1
2 Did the organization make only In-house lobbying expenditures of $2,000 or less? 2
3 Did the organization agree to carryover lobbying and political expenditures from the prior year? 3

-1adeegd:] Complete if the organization is exempt under section 501(c)(4), section 501(c)(5), or section
501(c)(6) if BOTH Part III-A, lines 1 and 2 are answered "No” OR if Part III-A, line 3 is
answered “Yes”.

1 Dues, assessments and similar amounts from members 1

2 Section 162(e) non-deductible lobbying and political expenditures (do not include amounts of political
expenses for which the section 527(f) tax was paid).

a Current year 2a
Carryover from last year 2b
Total 2c

3 Aggregate amount reported in section 6033(e)(1)(A) notices of nondeductible section 162(e) dues 3

4 If notices were sent and the amount on line 2c exceeds the amount on line 3, what portion of the excess
does the organization agree to carryover to the reasonable estimate of nondeductible lobbying and
political expenditure next year? 4

5 Taxable amount of lobbying and political expenditures (see Iinstructions) 5

Part IV Supplemental Information

Complete this part to provide the descriptions required for Part I-A, line 1, Part|-B, line 4, PartI-C, line 5, and Part II-B, line 1i
Also, complete this part for any additional information

Identifier Return Reference Explanation

Explanation of Lobbying Activities PartII-B, Line 1 Indirect State lobbying activites - Indirect communication
iIncludes communication explaining a principal's position and
requesting others to contact elected officials by way of
grassroots lobbying

Schedule C (Form 990 or 990EZ) 2011
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SCHEDULE D OMB No 1545-0047

(Form 990)

k= Complete if the organization answered "Yes," to Form 990,

Supplemental Financial Statements 201 1

Department of the Treasury Part IV, line 6, 7, 9, 10, 11a, 11b, 11c, 11d, 11e, 11f, 12a, or 12b Open to Public
Intemal Revenue Service & Attach to Form 990. k- See separate instructions. Inspection
Name of the organization Employer identification number

Lehigh Valley Hospital
23-1689692

m Organizations Maintaining Donor Advised Funds or Other Similar Funds or Accounts. Complete If the

organization answered "Yes" to Form 990, Part IV, line 6.

(a) Donor advised funds (b) Funds and other accounts

Total number at end of year

Aggregate contributions to (during year)

Aggregate grants from (during year)

Aggregate value at end of year

u A W N R

Did the organization inform all donors and donor advisors In writing that the assets held in donor advised
funds are the organization's property, subject to the organization's exclusive legal control? [ Yes

6 Did the organization inform all grantees, donors, and donor advisors in writing that grant funds may be
used only for charitable purposes and not for the benefit of the donor or donor advisor, or for any other purpose
conferring impermissible private benefit [ Yes

™ No

[T No

m Conservation Easements. Complete if the organization answered "Yes" to Form 990, Part IV, line 7.

1 Purpose(s) of conservation easements held by the organization (check all that apply)

[ Preservation of land for public use (e g, recreation or pleasure) [T Preservation of an historically importantly land area

[T Protection of natural habitat [T Preservation of a certified historic structure

[T Preservation of open space

2 Complete lines 2a-2d If the organization held a qualified conservation contribution in the form of a conservation
easement on the last day of the tax year

Held at the End of the Year
a Total number of conservation easements 2a
b Total acreage restricted by conservation easements 2b
¢ Number of conservation easements on a certified historic structure included in (a) 2c
d Number of conservation easements included in (¢) acquired after 8/17/06 2d

3 Number of conservation easements modified, transferred, released, extinguished, or terminated by the organization during
the taxable year &

4 Number of states where property subject to conservation easement 1s located &

Does the organization have a written policy regarding the periodic monitoring, inspection, handling of violations, and
enforcement of the conservation easements 1t holds? [~ Yes

6 Staff and volunteer hours devoted to monitoring, inspecting and enforcing conservation easements during the year &

[T No

7 Amount of expenses Incurred In monitoring, Inspecting, and enforcing conservation easements during the year
L

8 Does each conservation easement reported on line 2(d) above satisfy the requirements of section
170(h)(4)(B)(1) and 170 (h)(4)(B)(n)? [~ Yes

9 InPart X1V, describe how the organization reports conservation easements In its revenue and expense statement, and
balance sheet, and include, If applicable, the text of the footnote to the organization’s financial statements that describes
the organization’s accounting for conservation easements

[T No

m Organizations Maintaining Collections of Art, Historical Treasures, or Other Similar Assets.
Complete If the organization answered "Yes" to Form 990, Part IV, line 8.

1a Ifthe organization elected, as permitted under SFAS 116, not to report In Its revenue statement and balance sheet works of
art, historical treasures, or other similar assets held for public exhibition, education or research in furtherance of public service,
provide, In Part XIV, the text of the footnote to Its financial statements that describes these items

b Ifthe organization elected, as permitted under SFAS 116, to report in its revenue statement and balance sheet works of art,
historical treasures, or other similar assets held for public exhibition, education, or research In furtherance of public service,
provide the following amounts relating to these items

(1) Revenues included in Form 990, Part VIII, ine 1 3

(i1) Assets included in Form 990, Part X 3

2 If the organization received or held works of art, historical treasures, or other similar assets for financial gain, provide the
following amounts required to be reported under SFAS 116 relating to these items

4@ Revenues included in Form 990, Part VIII, line 1 3

b Assets included in Form 990, Part X -3

For Privacy Act and Paperwork Reduction Act Notice, see the Intructions for Form 990 Cat No 52283D Schedule D (Form 990) 2011



Schedule D (Form 990) 2011
Manizations Maintaining Collections of Art, Historical Treasures, or Other Similar Assets (continued)

Page 2

3 Using the organization’s accession and other records, check any of the following that are a significant use of its collection
items (check all that apply)
a [~ Public exhibition d [T Loan or exchange programs
b [ Scholarly research e [ Other
c l_ Preservation for future generations
4 Provide a description of the organization’s collections and explain how they further the organization’s exempt purpose In
Part XIV
5 During the year, did the organization solicit or receive donations of art, historical treasures or other similar
assets to be sold to raise funds rather than to be maintained as part of the organization’s collection? [ Yes ™ No
i-14®A"A Escrow and Custodial Arrangements. Complete If the organization answered "Yes" to Form 990,
Part IV, line 9, or reported an amount on Form 990, Part X, line 21.
la Is the organization an agent, trustee, custodian or other intermediary for contributions or other assets not
included on Form 990, Part X? [ Yes [ No
b If"Yes," explain the arrangement in Part XIV and complete the following table
Amount
€ Beginning balance 1c
d  Additions during the year id
€ Distributions during the year le
f  Ending balance 1f
2a Did the organization include an amount on Form 990, Part X, line 217 [~ Yes [~ No
b If“Yes,” explain the arrangement in Part XIV

Endowment Funds. Complete If the organization answered "Yes" to Form 990, Part IV, lne 10.

(a)Current Year (b)Prior Year (c)Two Years Back | (d)Three Years Back | (e)Four Years Back
1a Beg|nn|ng of year balance 105,775,895 89,400,969 78,716,975 96,684,736
b Contributions 4,304,716 1,438,232 3,372,844 362,255
¢ Investment earnings or losses 2,562,031 16,891,409 9,223,571 -16,234,043
d Grants or scholarships 363,340 246,433 285,893 650,019
e Other expenditures for facilities 1,892,924 1,708,282 1,625,502 1,445,904
and programs
f Administrative expenses
g End of year balance 110,386,378 105,775,895 89,401,995 78,717,025
2 Provide the estimated percentage of the year end balance held as
a Board designated or quasi-endowment 0 %
b Permanent endowment ® 36 000 %
€ Term endowment M 64 000 %
3a Are there endowment funds not in the possession of the organization that are held and administered for the
organization by Yes | No
(i) unrelated organizations 3a(i) No
(ii) related organizations e e e e e e e e e 3a(ii) No
b If"Yes" to 3a(n), are the related organizations listed as required on Schedule R? 3b
4 Describe in Part XIV the intended uses of the organization's endowment funds
Im Land, Buildings, and Equipment. See Form 990, Part X, line 10.
(a) Cost or other | (b)Cost or other | (c) Accumulated
Description of property basis (Investment) basis (other) depreciation (d) Book value
i1a Land 5,024,338 5,024,338
b Buildings 631,014,641 337,043,266 293,971,375
c Leasehold improvements 19,867,370 7,742,404 12,124,966
d Equipment 258,166,637 181,482,234 76,684,403
e Other e e e e e e e e e e e e 118,663,722 62,149,524 56,514,198
Total. Add lines 1la-1e (Column (d) should equal Form 990, Part X, column (B), line 10(c).) L3 444,319,280
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m Investments—Other Securities. See Form 990, Part X, line 12.
O nciuting name of secury) - (B)Book value Cost of end-of-year market value
(1)Financial derivatives
(2)Closely-held equity Interests
Other
Total. (Column (b) should equal Form 990, Part X, col (B) lme 12) ¥
Investments—Program Related. See Form 990, Part X, line 13.
(a) Description of Investment type (b) Book value Cost(:z gn?jt-hoc;ijc;fa\;a*uaartzgvaIue
(1) Investment-Lehigh Valley Physician Hospital Org -
42 7% 8,246,346 C
(2) Investment-Health Network Laboratories-83 24% 89,425,459 C
(3) Quakertown Health Venture - 50% 3,058,726 C
(4) Investment - Careworks Allentown 53,000 C
(5) Investment - Careworks Schnecksville 46,000 C
(6) Investment - Fairgrounds Medical Center 477,513 C
(7) Investment - GV - LVHS 806,716 C
Total. (Column (b) should equal Form 990, Part X, col (B) lme 13) ¥ 102,113,760
Other Assets. See Form 990, Part X, line 15.
(a) Description (b) Book value
Total. (Column (b) should equal Form 990, Part X, col.(B) line 15.)
Other Liabilities. See Form 990, Part X, line 25.
1 (a) Description of Liability (b) Amount
Federal Income Taxes
Cost Settlement Reserves with Third Parties -1,610,874
Deferred Compensation Plan 3,613,492
Pension Liability 245,195,631
Workers Compensation 1,979,411
Professional Insurance Liability Reserves 28,112,435
Asset Retirement O bligation 4,142,709
Unrealized Loss on Interest Rate Swap 19,023,168
Other 940,106
Total. (Column (b) should equal Form 990, Part X, col (B) Ine 25 ) m 301,396,078

2.Fin 48 (ASC 740) Footnote In Part XIV, provide the text of the footnote to the organization's financial statements that reports the
organization's hiability for uncertain tax positions under FIN 48 (ASC740)

Schedule D (Form 990) 2011
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m Reconciliation of Change in Net Assets from Form 990 to Financial Statements

Page 4

1 Total revenue (Form 990, Part VIII, column (A), ine 12) 1
2 Total expenses (Form 990, Part IX, column (A), line 25) 2
3 Excess or (deficit) for the year Subtractline 2 from line 1 3
4 Net unrealized gains (losses) on investments 4
5 Donated services and use of facilities 5
6 Investment expenses 6
7 Prior period adjustments 7
8 Other (Describe in Part XIV) 8
9 Total adjustments (net) Add lines 4 - 8 9
10 Excess or (deficit) for the year per financial statements Combine lines 3 and 9 10
IXTZ®%4il Reconciliation of Revenue per Audited Financial Statements With Revenue per Return
Total revenue, gains, and other support per audited financial statements . . . . . . . 1
2 Amounts included on line 1 but not on Form 990, Part VIII, line 12
a Net unrealized gains on investments 2a
b Donated services and use of facilities 2b
c Recoveries of prior year grants 2c
d Other (Describe In Part XIV) 2d
e Add lines 2a through 2d 2e
3 Subtract line 2e from line 1 3
4 Amounts included on Form 990, Part VIII, ine 12, but notonline 1
Investment expenses not included on Form 990, Part VIII, line 7b 4a
Other (Describe In Part XIV) 4b
c Add lines 4a and 4b 4c
5 Total Revenue Add lines 3 and 4c. (This should equal Form 990, PartI,line12) . . . . 5
m Reconciliation of Expenses per Audited Financial Statements With Expenses per Return
1 Total expenses and losses per audited financial
statements 1
2 Amounts included on line 1 but not on Form 990, PartIX, line 25
a Donated services and use of facilities 2a
b Prior year adjustments 2b
c Other losses 2c
d Other (Describe In Part XIV) 2d
e Add lines 2a through 2d 2e
3 Subtract line 2e from line 1 3
4 Amounts included on Form 990, PartIX, line 25, but not on line 1:
Investment expenses not included on Form 990, Part VIII, line 7b 4a
Other (Describe In Part XIV) 4b
c Add lines 4a and 4b 4c
5 Total expenses Add lines 3 and 4c. (This should equal Form 990, PartI,line18) . . . . . . 5

1a D e\ Supplemental Information

Complete this part to provide the descriptions required for Part II, ines 3,5, and 9, PartIlI, lines 1a and 4, Part IV, lines 1b and 2b,
PartV, line 4, Part X, Part XI, ine 8, Part XII, ines 2d and 4b, and Part XIII, lines 2d and 4b Also complete this part to provide any
additional information

Identifier Return Reference Explanation
Description of Intended Use of Part V, Line 4 The endowment funds are used for continuing education,
Endowment Funds scholarships, research, clinical equipment, and nursing awards
Description of Uncertain Tax Part X In 2008, the Organization adopted Financial Accounting

Positions Under FIN 48

Standards Board (FASB) Interpretation No 48 "Accounting for
Uncertainty iIn Income Taxes" ("FIN 48") FIN 48 has become
part of ASC 740 FIN 48/ASC 740 establishes that the financial
statement effects of a tax position taken or expected to be taken
are to be recognized In the financial statements when it Is more
likely than not, based on technical merits, that the position will
be sustained upon IRS examination FIN 48 became effective for
fiscal year 2008 for the Organization The Organization has
analyzed tax positions taken on federal income tax returns for all
open tax years for the taxable entities and has determined that
as of June 30, 2012, there are no uncertain tax positions taken
or expected to be taken that would require recognition in the
financial statements The Organization has analyzed specific
criteria regarding the exempt 501(c) 3 status for the tax exempt
entities and has determined that as of June 30,2012 the
Organization 1s compliant with the qualifications for exemption
from Federal income tax
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Software ID:
Software Version:

EIN: 23-1689692
Name: Lehigh Valley Hospital

Form 990, Schedule D, Part X, - Other Liabilities

1 (a) Description of Liability (b) Amount

Cost Settlement Reserves with Third Parties -1,610,874
Deferred Compensation Plan 3,613,492
Pension Liability 245,195,631
Workers Compensation 1,979,411
Professional Insurance Liability Reserves 28,112,435
Asset Retirement O bligation 4,142,709
Unrealized Loss on Interest Rate Swap 19,023,168
Other 940,106
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SCHEDULE G Supplemental Information Regarding OMB No 1545-0047

(Form 990 or 990-E7) Fundraising or Gaming Activities 2011
Complete if the organization answered "Yes" to Form 990, Part 1V, lines 17, 18, or 19,

Department of the Treasury orif the organization entered more than $15,000 on Form 990-EZ, line 6a. Open to Public

Intemal Revenue Service P Attach to Form 990 or Form 990-EZ. I See separate instructions. Inspection

Name of the organization Employer identification number

Lehigh Valley Hospital
23-1689692

IEETEH Fundraising Activities. Complete if the organization answered "Yes" to Form 990, Part IV, line 17.

1 Indicate whether the organization raised funds through any of the following activities Check all that apply

a [ Mailsolicitations e [ solicitation of non-government grants
b ¥ Internetande-mail solicitations f [ solicitation of government grants

c¢ ¥ Phone solicitations g I Special fundraising events

d [ In-person solicitations

2a Did the organization have a written or oral agreement with any individual (including officers, directors, trustees
or key employees listed in Form 990, Part VII) or entity in connection with professional fundraising services? |7 Yes |_ No

b If“Yes,” list the ten highest paid individuals or entities (fundraisers) pursuant to agreements under which the fundraiser s
to be compensated at least $5,000 by the organization Form 990-EZ filers are not required to complete this table

(i) Name and address of (i) Activity (iii) Did (iv) Gross receipts (v) Amount paid to (vi) Amount paid to
individual fundraiser have from activity (or retained by) (or retained by)
or entity (fundraiser) custody or fundraiser listed in organization
control of col (i)
contributions?
Yes No
Phone/Mail
Harris Connect Solicitation
1511 Route 22 - Suite C-25 No 79,253 208,548 -129,295

Brewster, NY 10509

Total. . « & & e e e e e e e e . 79,253 208,548 -129,295

3 List all states Iin which the organization is registered or licensed to solicit funds or has been notified it 1Is exempt from registration or
licensing

AL,AK,AZ,AR,CA,CO,CT, FL, GA,HI, IL, KS, KY, LA, ME, MA, MD, MI, MN, MS, MO, NH, NJ, NM, NY, NC, ND, OH, OK, OR, PA, RI, SC,
TN,UT, VA, WA, W, MI, DC

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990. Cat No 50083H Schedule G (Form 990 or 990-EZ) 2011
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m Fundraising Events. Complete If the organization answered "Yes" to Form 990, Part IV, line 18, or reported
more than $15,000 on Form 990-EZ, line 6a. List events with gross receipts greater than $5,000.

(a) Event #1 (b) Event #2 (c) Other Events (d) Total Events
(Add col (a) through
Nite Lites col (<))
(event type) (event type) (total number)
ul}
= |1 Gross recelpts 1,114,414 1,114,414
E 2 Less Charitable
il 0
o contributions
3 Gross income (line 1 1114414 1114414
minus line 2)
4 Cash prizes 0
- 5 Non-cash prizes 0
k]
2 le Rent/facility costs 0
k]
0
Iﬁ 7 Food and beverages 0
g 8 Entertainment 0
_
O 9 Other direct expenses 456,733 456,733
10 Direct expense summary Add lines 4 through 9 In column (d) . [ (456,733)
11 Net income summary Combine lines 3 and 10 in column (d). | 657,681
Gaming. Complete If the organization answered "Yes" to Form 990, Part IV, line 19, or reported more than
$15,000 on Form 990-EZ, line 6a.
4 (a) Bingo (b) Pull tabs/Instant (c) Other gaming (d) Total gaming
E bingo/progressive bingo (Add col (a) through
& col (©))
=
[k}
'
1 Gross revenue
W 2 Cash prizes
k]
0
% 3 Non-cash prizes
I%_ p
4 Rent/facility costs
B / y
&
) 5 Other direct expenses
6 Volunteer labor I Yes o I Yes o I Yes o
™ No ™ No ™ No
()
7 Direct expense summary Add lines 2 through 5 in column (d) . >
8 Netgaming income summary Combine lines 1 and 7 in column (d) . |
9 Enter the state(s) in which the organization operates gaming activities
Is the organization licensed to operate gaming activities 1n each of these states? |_ Yes |_ No
If "No," Explain
10a Were any of the organization's gaming licenses revoked, suspended or terminated during the tax year? e |_ Yes |_ No
b If"Yes," Explain

Schedule G (Form 990 or 990-EZ) 2011
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11
12

13

14

15a

16

17

b

Does the organization operate gaming activities with nonmembers? . . . . . . . . . . . . . . . . . I_Yes I_No
Is the organization a grantor, beneficlary or trustee of a trust or a member of a partnership or other entity

formed to administer charitable gaming? . . . . . . . . 4 40 0 h h h e e e e e e e e e a I_Yes I_No

Indicate the percentage of gaming activity operated In
The organization's facitity . . . .+ . .+ + « & + & + &« 4« 4 4 4 4 4 w« & a|13a
Anoutsidefacility . . . . + . & & &+ &« 4 4 4 4 w4 4w 4w w .| 13b

Provide the name and address of the person who prepares the organization's gaming/special events books and
records

Name I

Address

Does the organization have a contract with a third party from whom the organization receives gaming

FEVENUE? v v 4 v 4k a ke e e e e e e e e e e e e e e e e e e o T ves T nNo
If"Yes," enter the amount of gaming revenue received by the organization # ¢ and the

amount of gaming revenue retained by the third party I ¢

If "Yes," enter name and address

Name I

Address

Gaming manager information

Name I

Description of services provided®
I_ Director/officer I_ Employee I_ Independent contractor

Mandatory distributions

Is the organization required under state law to make charitable distributions from the gaming proceeds to

retain the state gaming ICENSE? . & & & & v v & v e e e e e e e e e e e e e e M ves T nNo
Enter the amount of distributions required under state law distributed to other exempt organizations or spent

In the organization's own exempt activities during the tax year® $

(-Ta®AA Complete this part to provide additional information for responses to quuestion on Schedule G (see

instructions.)

Identifier ReturnReference Explanation

Explanation of Fundraising Payments Schedule G, PartI. Line 2b. Column IThe vendor provides donor acquisition services that provide

(v) multi-year benefits The current financial information does not
reflect the long-term cost/benefit of this program

Schedule G (Form 990 or 990-EZ) 2011
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SCHEDULE H

(Fo

Department of the Treasury
Intemal Revenue Service

OMB No 1545-0047

Hospitals
rm 990)

k- Complete if the organization answered "Yes" to Form 990, Part IV, question 20.
k- Attach to Form 990. - See separate instructions.

Name of the organization
Lehigh Valley Hospital

23-1689692

Open to Public
Inspection

Employer identification number

m Charity Care and Certain Other Community Benefits at Cost

Yes | No
1a Did the organization have a charity care policy? If "No," skip to question 6a 1a | Yes
b If"Yes," s 1t a written policy? ib | Yes
2 Ifthe organization had multiple hospitals, indicate which of the following best describes application of the charity
care policy to the various hospitals
I7 Applied uniformly to all hospitals I_ Applied uniformly to most hospitals
I_ Generally taillored to individual hospitals
3 Answerthe following based on the charity care eligibility criteria that applies to the largest number of the
organization's patients during the tax year
a Did the organization use Federal Poverty Guidelines (FPG) to determine eligibility for providing free care?
If "Yes," indicate which of the following I1s the FPG family income limit for eligibility for free care 3a | Yes
™ 1o0% ™ 1s0% I 200% ™ Other %
b Did the organization use FPG to determine eligibility for providing discounted care? If
"Yes," indicate which of the following 1s the family income limit for eligibility for discounted care 3b | ves
™ 200% ™ 250% ™ 300% ™ 350% I 400% ™ Other %
c Ifthe organization did not use FPG to determine eligibility, describe in Part VI the income based criteria for
determining eligibility for free or discounted care Include in the description whether the organization uses an asset
test or other threshold, regardless of income, to determine eligibility for free or discounted care
4 Did the organization's policy provide free or discounted care to the "medically indigent"? . e 4 | Yes
5a Did the organization budget amounts for free or discounted care provided under its financial assistance policy during
the tax year? 5a | Yes
b If"Yes," did the organization's charity care expenses exceed the budgeted amount? 5b No
c If"Yes" toline 5b, as a result of budget considerations, was the organization unable to provide free or discounted
care to a patient who was eligibile for free or discounted care? 5c
6a Did the organization prepare a community benefit reportduring the tax year? 6a | Yes
6b If "Yes," did the organization make 1t available to the public? 6b | Yes
Complete the following table using the worksheets provided in the Schedule H instructions Do not submit these
worksheets with the Schedule H
7 Charity Care and Certain Other Community Benefits at Cost
Charity Care and (@) Number of | (py persons (c¢) Total community (d) Direct offsetting (e) Net community benefit| (F) Percent of
Means-Tested activities or served benefit expense revenue expense total expense
programs
Government Programs (optional) (optional)
a Chanty care at cost (from
Worksheet 1) 16,276,000 16,276,000 1670 %
b Medicad (from Worksheet 3,
column a) 126,032,126 94,418,296 31,613,830 3 250 %
¢ Costs of other means- tested
government programs (from
Worksheet 3, column b)
d Total Chanty Care and
Means-Tested Government
Programs 142,308,126 94,418,296 47,889,830 4920 %
Other Benefits
e Community health mprovement
services and community
benefit operations (from
(Worksheet 4) 6,304,469 6,304,469 0 650 %
f Health professions education
(from Worksheet 5) 13,317,798 5,491,488 7,826,310 0 800 %
Subsidized health services
(from Worksheet 6) 18,253,430 1,607,340 16,646,090 1710 %
h Research (from Worksheet 7) 5,470,062 2,707,592 2,762,470 0 280 %
i Cash and in-kind contributions
for community benefit (from
Worksheet 8) 216,570 216,570 0 020 %
j Total Other Benefits 43,562,329 9,806,420 33,755,909 3 460 %
k Total. Add lines 7d and 7 185,870,455 104,224,716 81,645,739 8 380 %

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990.

Cat No 50192T

Schedule H (Form 990) 2011
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Im Community Building Activities Complete this table If the organmization conducted any community building

activities.
(a) Number of (b) Persons (c) Total community (d) Direct offsetting (e) Net community (f) Percent of
activities or  [|served (optional) building expense revenue building expense total expense
programs
(optional)
1 Physical mprovements and housing
2 Economic development
3 Community support 5,148 5,148 0 %
4 Environmental improvements
Leadership development and training
for community members
Coalition building
Community health iImprovement
advocacy 613,297 613,297 0 060 %
8 Workforce development
9 Other
10  Total 618,445 618,445 0 060 %
m Bad Debt, Medicare, & Collection Practices
Section A. Bad Debt Expense Yes | No
1 Did the organization report bad debt expense in accordance with Heathcare Financial Management Associlation
Statement No 15°? e 1 |[Yes
2 Enter the amount of the organization's bad debt expense P e e 2 15,405,798
3 Enter the estimated amount of the organization's bad debt expense attributable to
patients eligible under the organization's charity care policy 3 10,963,927
4 Provide in Part VI the text of the footnote to the organization's financial statements that describes bad debt expense
In addition, describe the costing methodology used In determining the amounts reported on lines 2 and 3, and
rationale for including a portion of bad debt amounts as community benefit
Section B. Medicare
5 Enter total revenue received from Medicare (including DSH and IME) 5 238,153,460
6 Enter Medicare allowable costs of care relating to payments on line 5 6 234,599,809
7 Subtract line 6 from line 5 This i1s the surplus or (shortfall) 7 3,553,651
8 Describe in Part VI the extent to which any shortfall reported in line 7 should be treated as community benefit
Also describe in Part VI the costing methodology or source used to determine the amount reported on line 6
Check the box that describes the method used
I_ Cost accounting system I7 Cost to charge ratio I_ Other
Section C. Collection Practices
9a Did the organization have a written debt collection policy during the tax year? 9a | ves
b If"Yes," did the organization’s collection policy that applied to the largest number of its patients during the tax year
contain provisions on the collection practices to be followed for patients who are known to qualify for financial
assistance? Describe in Part VI 9b | Yes

(see Instructions)

C1i¥V] Management Companies and Joint Ventures

(a) Name of entity

(b) Descnption of pnmary
activity of entity

(c) Organization's
profit % or stock
ownership %

(d) Officers, directors,
trustees, or key
employees' profit %
or stock ownership%

(e) Physicians'

profit % or stock

ownership %

1 1 LVHN Reciprocal Risk Retention Group

Malpractice Insurance

16 670 % 0% 0%
2 2 Health Network Laboratones LLC Laboratory Services 85 000 % 0 % 0 %
3 3 Health Network Laboratornies LP Laboratory Services 81 670 % 0 % 0 %
4 4 Lehigh Valley Physician Hospital Health Care Services 45 000 % 0 % 0 %

Organization Inc

5

10

11

12

13

Schedule H (Form 990) 2011
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Facility Information

Section A. Hospital Facilities

12y10-43

(hst In order of size from largest to smallest)

[EpdEaL pasuEaa]
[pdsoy Gunama |
Ay ) Yamesay
84Ny +F—H3

How many hospital facilities did the organization operate during
the tax year? 2

fpdsoy 8 uspiys

o115 g EIpawl ElaUes)
Eudsoy 882208 B30

Name and address

Other (Describe)

1 Lehigh Valley Hospital - Cedar Crest
1200 S Cedar Crest Blvd X X X X X X
Allentown,PA 18103

2 Lehigh Valley Hospital - 17th Street
17th Chew Streets X X X X
Allentown,PA 18103

Schedule H (Form 990) 2011
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Facility Information (continued)
Section B. Facility Policies and Practices.
(Complete a separate Section B for each of the hospital facilities listed in Part V, Section A)

Lehigh Valley Hospital - Cedar Crest
Name of Hospital Facility:
Line Number of Hospital Facility (from Schedule H, Part V, Section A): 1

Yes | No

Community Health Needs Assessment (Lines 1 through 7 are optional for2011)

1 During the tax year or any prior tax year, did the hospital facility conduct a community health needs assessment
("Needs Assessment”)? If "No,” skip to question8 . . . . . e 1 No

If“Yes,” Indicate what the Needs Assessment describes (check all that apply)
a I_ A definition of the community served by the hospital facility

b I_ Demographics of the community

I_ Existing health care facilities and resources within the community that are available to respond to the health
needs of the community

I_ How data was obtained

I_ The health needs of the community

I_ Primary and chronic disease needs and other health iIssues of uninsured persons, low-income persons, and
minority groups

g I_ The process for identifying and prioritizing community health needs and services to meet those needs

[-%

=

I_ The process for consulting with persons representing the community’s interests
I_ Information gaps that limit the hospital facility’s ability to assess the community’s health needs
I_ Other (describe iInPart VI)

2 Indicate the tax year the hospital facility last conducted a Needs Assessment 20
3 Inconducting its most recent Needs Assessment, did the hospital facility take into account input from persons who
represent the community served by the hospital facility? If “Yes,” describe in Part VI how the hospital facility took into

account input from persons who represent the community, and identify the persons the hospital facility consulted 3
4 Was the hospital facility’s Needs Assessment conducted with one or more other hospital facilities? If “Yes,” list the

other hospital facilities InPart VI . . . . . + « & & & & v 4 & 4 e e e e e e e e e 4
5 Did the hospital facility make its Needs Assessment widely available to the public?. . . . . . . . . . . 5

If*Yes,” Indicate how the Needs Assessment was made widely available (check all that apply)
a |_ Hospital facility’s website

b |_ Available upon request from the hospital facility

c |_ Other (describe in Part VI)

6 Ifthe hospital facility addressed needs identified in its most recently conducted Needs Assessment, indicate how
(check all that apply)

a I_ Adoption of an Implementation strategy to address the health needs of the hospital facility’s community
b I_ Execution of the implementation strategy

I_ Development of a community-wide community benefit plan for the facility

I_ Participation in community-wide community benefit plan

I_ Inclusion of a community benefit section in operational plans

I_ Adoption of a budget for provision of services that address the needs identified in the CHNA

I_ Prioritization of health needs In the community

TQ ™0 o n

I_ Prioritization of services that the hospital facility will undertake to meet health needs in its community
I_ Other (describe iInPart VI)

7 Did the hospital facility address all of the needs identified in its most recently conducted Needs Assessment? If“No,
explain in Part VI which needs 1t has not addressed together with the reasons why i1t has not addressed such needs 7

"

Financial Assistance Policy

Did the hospital facility have in place during the tax year a written financial assistance policy that
8 Explains eligibility criteria for financial assistance, and whether such assistance includes free or discounted care? 8 |Yes

9 Used federal poverty guidelines (FPG) to determine eligibility for providing free care? . . . P e e e e e 9 |Yes

If"Yes," indicate the FPG family income limit for eligibility for free care 200 000000000000%
If "No," explainin Part VI the criteria the hospital facility used

Schedule H (Form 990) 2011
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Facility Information (continued)
Yes | No
10 Used FPG to determine eligibility for providing discounted care? 10 | Yes
If“Yes,” indicate the FPG family income limit for eligibility for discounted care 400 000000000000%
If"No," explainin Part VI the criteria the hospital facility used
11 Explained the basis for calculating amounts charged to patients? . 11 | Yes
If“*Yes,” indicate the factors used in determining such amounts (check all that apply)
a |7 Income level
b |_ Asset level
c |7 Medical indigency
d |_ Insurance status
e |7 Uninsured discount
f |_ Medicaid/Medicare
g |_ State regulation
h |_ Other (describe in Part VI)
12 Explained the method for applying for financial assistance? f e e e e e e e . 12 | Yes
13 Included measures to publicize the policy within the community served by the hospital facility? 13 | Yes
If“*Yes,” Indicate how the hospital facility publicized the policy (check all that apply)
a |7 The policy was posted at all times on the hospital facility’s web site
b |7 The policy was attached to all billing invoices
c |7 The policy was posted in the hospital facility’s emergency rooms or waiting rooms
d |7 The policy was posted in the hospital facility’s admissions offices
e |7 The policy was provided, in writing, to patients upon admission to the hospital facility
f |7 The policy was available upon request
g I_ Other (describe in Part VI)
Billing and Collections
14 Did the hospital facility have in place during the tax year a separate billing and collections policy, or a written financial
assistance policy (FAP) that explained actions the hospital facility may take upon non-payment? 14 | Yes
15 Check all of the following collection actions against an individual that were permitted under the hospital faC|I|ty s
policies during the tax year before making reasonable efforts to determine the patient’s eligibility under the facility’s
FAP
a |_ Reporting to credit agency
b |_ Lawsuits
[ |_ Liens on residences
d |_ Body attachments or arrests
e |7 Other similar actions (describe in Part VI)
16 Did the hospital facility or an authorized third party perform any of the following actions during the tax year before
making reasonable efforts to determine the patient’s eligibility under the facility’s FAP? 16 No
If*Yes,” check all actions in which the hospital facility or a third party engaged
a |_ Reporting to credit agency
b |_ Lawsuits
[ |_ Liens on residences
d |_ Body attachments
e |_ Other similar actions (describe in Part VI)
17 Indicate which efforts the hospital facility made before initiating any of the actions checked in question 16 (check all
that apply)
a I_ Notified patients of the financial assistance policy upon admission
b I_ Notified patients of the financial assistance policy prior to discharge
c I_ Notified patients of the financial assistance policy in communications with the patients regarding the patients’
bills
d I_ Documented its determination of whether patients were eligible for financial assistance under the hospital
facility’s financial assistance policy
e I_ Other (describe in Part VI)

Schedule H (Form 990) 2011
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Facility Information (continued)
Policy Relating to Emergency Medical Care

Yes | No

18 Did the hospital facility have in place during the tax year a written policy relating to emergency medical care that
requires the hospital facility to provide, without discrimination, care for emergency medical conditions to individuals
regardless of their eligibility under the hospital facility’s financial assistance policy? . . . . . . . . . . 18 [Yes

If*No,” indicate why
a |_ The hospital facility did not provide care for any emergency medical conditions

b |_ The hospital facility’s policy was not in writing
c |_ The hospital facility imited who was eligible to receive care for emergency medical conditions (describe in Part
VI)
d |_ Other (describe in Part VI)
Individuals Eligible for Financial Assistance
19 Indicate how the hospital facility determined, during the tax year, the maximum amounts that can be charged to FAP-
eligible individuals for emergency or other medically necessary care
a |_ The hospital facility used its lowest negotiated commercial insurance rate when calculating the maximum

amounts that can be charged

b |7 The hospital facility used the average of it's three lowest negotiated commercial insurance rates when calculating
the maximum amounts that can be charged

c |_ The hospital facility used the Medicare rates when calculating the maximum amounts that can be charged

d |_ Other (describe in Part VI)

20 Did the hospital facility charge any of its patients who were eligible for assistance under the hospital facility’s financial
assistance policy, and to whom the hospital facility provided emergency or other medically necessary services, more
than the amounts generally billed to individuals who had insurance coveringsuchcare? . . . . . . . . . 20 No
If“Yes,” explain in Part VI

21 Did the hospital facility charge any of its FAP-eligible patients an amount equal to the gross charge for services
provided to that patient?

21 |Yes

If"Yes,” explainin Part VI

Schedule H (Form 990) 2011
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Facility Information (continued)
Section B. Facility Policies and Practices.
(Complete a separate Section B for each of the hospital facilities listed in Part V, Section A)

Lehigh Valley Hospital - 17th Street
Name of Hospital Facility:
Line Number of Hospital Facility (from Schedule H, Part V, Section A): 2

Yes | No

Community Health Needs Assessment (Lines 1 through 7 are optional for2011)

1 During the tax year or any prior tax year, did the hospital facility conduct a community health needs assessment
("Needs Assessment”)? If "No,” skip to question8 . . . . . e 1 No

If“Yes,” Indicate what the Needs Assessment describes (check all that apply)
a I_ A definition of the community served by the hospital facility

b I_ Demographics of the community

I_ Existing health care facilities and resources within the community that are available to respond to the health
needs of the community

I_ How data was obtained

I_ The health needs of the community

I_ Primary and chronic disease needs and other health iIssues of uninsured persons, low-income persons, and
minority groups

g I_ The process for identifying and prioritizing community health needs and services to meet those needs

[-%

=

I_ The process for consulting with persons representing the community’s interests
I_ Information gaps that limit the hospital facility’s ability to assess the community’s health needs
I_ Other (describe iInPart VI)

2 Indicate the tax year the hospital facility last conducted a Needs Assessment 20
3 Inconducting its most recent Needs Assessment, did the hospital facility take into account input from persons who
represent the community served by the hospital facility? If “Yes,” describe in Part VI how the hospital facility took into

account input from persons who represent the community, and identify the persons the hospital facility consulted 3
4 Was the hospital facility’s Needs Assessment conducted with one or more other hospital facilities? If “Yes,” list the

other hospital facilities InPart VI . . . . . + « & & & & v 4 & 4 e e e e e e e e e 4
5 Did the hospital facility make its Needs Assessment widely available to the public?. . . . . . . . . . . 5

If*Yes,” Indicate how the Needs Assessment was made widely available (check all that apply)
a |_ Hospital facility’s website

b |_ Available upon request from the hospital facility

c |_ Other (describe in Part VI)

6 Ifthe hospital facility addressed needs identified in its most recently conducted Needs Assessment, indicate how
(check all that apply)

a I_ Adoption of an Implementation strategy to address the health needs of the hospital facility’s community
b I_ Execution of the implementation strategy

I_ Development of a community-wide community benefit plan for the facility

I_ Participation in community-wide community benefit plan

I_ Inclusion of a community benefit section in operational plans

I_ Adoption of a budget for provision of services that address the needs identified in the CHNA

I_ Prioritization of health needs In the community

TQ ™0 o n

I_ Prioritization of services that the hospital facility will undertake to meet health needs in its community
I_ Other (describe iInPart VI)

7 Did the hospital facility address all of the needs identified in its most recently conducted Needs Assessment? If“No,
explain in Part VI which needs 1t has not addressed together with the reasons why i1t has not addressed such needs 7

"

Financial Assistance Policy

Did the hospital facility have in place during the tax year a written financial assistance policy that
8 Explains eligibility criteria for financial assistance, and whether such assistance includes free or discounted care? 8 |Yes

9 Used federal poverty guidelines (FPG) to determine eligibility for providing free care? . . . P e e e e e 9 |Yes

If"Yes," indicate the FPG family income limit for eligibility for free care 200 000000000000%
If "No," explainin Part VI the criteria the hospital facility used

Schedule H (Form 990) 2011
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Facility Information (continued)
Yes | No
10 Used FPG to determine eligibility for providing discounted care? 10 | Yes
If“Yes,” indicate the FPG family income limit for eligibility for discounted care 400 000000000000%
If"No," explainin Part VI the criteria the hospital facility used
11 Explained the basis for calculating amounts charged to patients? . 11 | Yes
If“*Yes,” indicate the factors used in determining such amounts (check all that apply)
a |7 Income level
b |_ Asset level
c |7 Medical indigency
d |_ Insurance status
e |7 Uninsured discount
f |_ Medicaid/Medicare
g |_ State regulation
h |_ Other (describe in Part VI)
12 Explained the method for applying for financial assistance? f e e e e e e e . 12 | Yes
13 Included measures to publicize the policy within the community served by the hospital facility? 13 | Yes
If“*Yes,” Indicate how the hospital facility publicized the policy (check all that apply)
a |7 The policy was posted at all times on the hospital facility’s web site
b |7 The policy was attached to all billing invoices
c |7 The policy was posted in the hospital facility’s emergency rooms or waiting rooms
d |7 The policy was posted in the hospital facility’s admissions offices
e |7 The policy was provided, in writing, to patients upon admission to the hospital facility
f |7 The policy was available upon request
g I_ Other (describe in Part VI)
Billing and Collections
14 Did the hospital facility have in place during the tax year a separate billing and collections policy, or a written financial
assistance policy (FAP) that explained actions the hospital facility may take upon non-payment? 14 | Yes
15 Check all of the following collection actions against an individual that were permitted under the hospital faC|I|ty s
policies during the tax year before making reasonable efforts to determine the patient’s eligibility under the facility’s
FAP
a |_ Reporting to credit agency
b |_ Lawsuits
[ |_ Liens on residences
d |_ Body attachments or arrests
e |7 Other similar actions (describe in Part VI)
16 Did the hospital facility or an authorized third party perform any of the following actions during the tax year before
making reasonable efforts to determine the patient’s eligibility under the facility’s FAP? 16 No
If*Yes,” check all actions in which the hospital facility or a third party engaged
a |_ Reporting to credit agency
b |_ Lawsuits
[ |_ Liens on residences
d |_ Body attachments
e |_ Other similar actions (describe in Part VI)
17 Indicate which efforts the hospital facility made before initiating any of the actions checked in question 16 (check all
that apply)
a I_ Notified patients of the financial assistance policy upon admission
b I_ Notified patients of the financial assistance policy prior to discharge
c I_ Notified patients of the financial assistance policy in communications with the patients regarding the patients’
bills
d I_ Documented its determination of whether patients were eligible for financial assistance under the hospital
facility’s financial assistance policy
e I_ Other (describe in Part VI)
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Facility Information (continued)
Policy Relating to Emergency Medical Care

Yes | No

18 Did the hospital facility have in place during the tax year a written policy relating to emergency medical care that
requires the hospital facility to provide, without discrimination, care for emergency medical conditions to individuals
regardless of their eligibility under the hospital facility’s financial assistance policy? . . . . . . . . . . 18 [Yes

If*No,” indicate why
a |_ The hospital facility did not provide care for any emergency medical conditions

b |_ The hospital facility’s policy was not in writing
c |_ The hospital facility imited who was eligible to receive care for emergency medical conditions (describe in Part
VI)
d |_ Other (describe in Part VI)
Individuals Eligible for Financial Assistance
19 Indicate how the hospital facility determined, during the tax year, the maximum amounts that can be charged to FAP-
eligible individuals for emergency or other medically necessary care
a |_ The hospital facility used its lowest negotiated commercial insurance rate when calculating the maximum

amounts that can be charged

b |7 The hospital facility used the average of it's three lowest negotiated commercial insurance rates when calculating
the maximum amounts that can be charged

c |_ The hospital facility used the Medicare rates when calculating the maximum amounts that can be charged

d |_ Other (describe in Part VI)

20 Did the hospital facility charge any of its patients who were eligible for assistance under the hospital facility’s financial
assistance policy, and to whom the hospital facility provided emergency or other medically necessary services, more
than the amounts generally billed to individuals who had insurance coveringsuchcare? . . . . . . . . . 20 No
If“Yes,” explain in Part VI

21 Did the hospital facility charge any of its FAP-eligible patients an amount equal to the gross charge for services
provided to that patient?

21 |Yes

If"Yes,” explainin Part VI
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Facility Information (continued)

Section C. Other Facilities That Are Not Licensed, Registered, or Similarly Recognized as a Hospital Facility
(hst In order of size from largest to smallest)

How many non-hospital facilities did the organization operate during the tax year?

Name and address Type of Facility (Describe)

O O NGOV D WN =

[y
o
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m Supplemental Information

Complete this part to provide the following information

1 Required descriptions. Provide the descriptions required for Part I, lines 3c, 6a,and 7, PartII, PartIII, ines 4,8, and 9b, and Part
V, Section B, lines 13, 3,4, 5c¢,61,7,9,10,11h,13g,15e,16e,17¢e,18d,19d, 20, and 21

2 Community health needs assessment. Describe how the organization assesses the health care needs of the communities it serves,
In addition to any community health needs assessments reported in Part V, Section B

3 Patient education of eligibility for assistance. Describe how the organization informs and educates patients and persons who may
be billed for patient care about their eligibility for assistance under federal, state, or local government programs or under the
organization’s financial assistance policy

4 Community information. Describe the community the organization serves, taking into account the geographic area and demographic
constituents It serves

5 Promotion of community health. Provide any other information important to describing how the organization’s hospital facilities or
other health care facilities further its exempt purpose by promoting the health of the community (e g, open medical staff, community
board, use of surplus funds, etc )

6 Affiliated health care system. If the organization Is part of an affiliated health care system, describe the respective roles of the
organization and its affiliates in promoting the health of the communities served

7 State filing of community benefit report. If applicable, identify all states with which the organization, or a related organization, files
a community benefit report

Identifier ReturnReference Explanation

PartI,Line 6a The Community Benefit Report is 1Issued by
Lehigh Valley Health Network - EIN 22-2458317, the parent
company of Lehigh Valley Hospital
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Identifier

ReturnReference

Explanation

PartI,Line 7 The costing methodology Is cost to charge ratio
for programs with gross charges and direct costs for programs

without gross charges
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Page 8

Identifier

ReturnReference

Explanation

PartI,Line 7g CLINICS SUBSIDYThe clinics subsidy of
$14,926,290 1s the difference between clinic payments and
clinic costs The clinics subsidy includes the operations of the
Medical and Surgical Clinics, Children's Clinic, the Dental
Clinic, the Center for Women's Medicine, the Family Health
Center, Geriatrics, Maternal Fetal Medicine, and the Mental
Health Clinic TRANSITIONAL LIVING CENTERSLehigh Valley
Health Network administers two Residential Aftercare Programs
as a contracted provider for the Lehigh County Department of
Human Services These programs include the Transitional
Living Center-Full Care and the Transitional Living Center-
Moderate Care Although the programs receive revenue from
clients and reimbursements from Lehigh County, these funds do
not fully reimburse program operating expenditures In FY'12,
program operating expenditures exceeded program revenues
and reimbursements by $395,951 The Transitional Living
Centers serve residents of Lehigh County age 18 and over who
have been treated for mental illness and would benefit from a
structured residential program The Full Care site I1s supervised
24 hours per day and teaches the activities of daily living as
designated by the Pa Department of Welfare to those residents
who demonstrate the need for ongoing intensified supervision
due to their mental illness The Moderate Care site Is
supervised 10 hours per day and 1s designed to teach activities
of daily living to those individuals who demonstrate the need for
community reentry support in a less-intensified structure AIDS
IACTIVITIES OFFICEEstablished in 1989, Lehigh Valley
Hospital's AIDS Activities Office (AAQO ) provides clinical and
soclal services to children, adolescents and adults infected and
affected by HIV/AIDS and HCV (hepatitis C) In FY'12, the
IAIDS Activities Office's active patients received one or more of
the following services HIV testing and counseling (A free
service open to the public as a state-designated Department of
Health lab site) Prevention counseling Initial and ongoing
medical care (including laboratory evaluation, coordination and
referral to diagnostic and specialty service, and pharmaceutical
treatment regimens) provided by a physician board-certified in
infectious diseases and specializing in HIV care Coordination
and monitoring of clinical therapies, and education provided by
registered nurses Nutritional assessments and interventions
IAdherence counseling Case management to insure coverage of
basic and soclal service needs, including housing, employment,
outpatient substance abuse treatment, mental health
counseling, etc , and providing linkages to care and coordination
of specialty treatments HIV outreach, prevention education,
and testing in network community settings Hepatitis C
treatment provided by a physician board-certified in internal
medicine and specializing in HCV care Hepatitis C education by
nurses speclally educated in the disease as well as prevention
and adherence counseling Support groups for HIV Mental
health counseling by a licensed clinical social worker
specializing in people living with HIV and HCV The AAO Food
Bank, supported by private donations HepA, HepB, & Hep A/B
vaccines Funded orniginally by the Dorothy Rider Pool Health
Care Trust and Lehigh Valley Hospital (LVH), the AIDS

A ctivities Office I1s currently primarily supported by LVH, Early
Intervention Funding (Title III) from the Ryan White Care Act
(Human Resources and Services Administration) and AIDSNET
(Ryan White Title II funding) and the PA Department of Health
LV H's contribution to the operations of the AIDS Activities

O ffice In FY'12 was $394,518, net of payments FREE ORAL
TRAUMA SURGERY CAREInFY'12, Lehigh Valley Hospital paid
$389,074 to private oral surgery practices to provide oral
trauma surgery care to hospital patients AMBULANCE
TRANSPORT COSTSLehigh Valley Hospital incurred total
ambulance costs of $131,637 to transport patients to other
non-LVHN facilities PHARMACEUTICALS FOR DISCHARGED
PATIENTSPharmaceuticals appropriate to the course of
treatment are often provided at no charge to indigent patients
upon discharge The cost of these medications in FY'12 was

408,620
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Identifier

ReturnReference

Explanation

PartI, L7 Col(f) The costing methodology for bad debt expense
Is the Medicare cost to charge ratio The ratio of uninsured
charges written off as charity was applied to total charges
written off as bad debt to estimate the portion of bad debt that
Is attributed to patients under the hospital charity policy
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Identifier

ReturnReference

Explanation

Part II Community Building Activities are conducted on behalf
of Lehigh Valley Health Network, which is the governing entity
for Lehigh Valley Hospital and Lehigh Valley Hospital -
Muhlenberg Our Community Partners include School
HealthLehigh Valley Hospital's outpatient pediatric department
provides free on-site clinical services and health exams for
Central Elementary School's student population The net cost of
direct services provided at the school InFY'12 was $150,546
NEIGHBORHOOD HEALTH CENTERS OF THE LEHIGH
VALLEYThe hospital's cost to provide Family Health Services
at The Caring Place "New Life" Clinic and Casa Guadalupe
"Vida Nueva" Clinic was $458,601 inFY'12 MOSELEM
SPRINGS SENIORS EVENTThe Health Center at Moselem
Springs conducted a Seniors Event in August 2011 A group of
seniors was transported by bus from Hamburg, PA and given a
health presentation and tour of the Health Center Lunch was
provided Staff costs, transportation and other expenses,
excluding donated physician time, was $1,504 CRUCIAL
CONVERSATIONS TRAINING - CHILDREN'S ADVOCACY
CENTEROrganizational Development and Clinical Staff
Development staff provided Crucial Conversations Training to
Lehigh County employees who are part of the Children's
|Advocacy Center Training materials were supplied through a
grant from VitalSmarts, the parent company of Crucial
Conversations Unreimbursed staff costs and other expenses to
provide the training were $2,646 Communities In
SchoolsCommunities in Schools of the Lehigh Valley, Inc, 1s a
non-profit partnership supported by local businesses, human
services, government and volunteers who strive to reduce the
number of school dropouts To support this program, classroom,
auditorium, and office space, and mailroom services are
provided at Lehigh Valley Hospital - 17th and Chew The value
of below market building rental and services provided to the

program in FY'12 was $5,148
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Identifier

ReturnReference

Explanation

Part III, Line4 BAD DEBTS-In instances where the

O rganization believes a patient has the ability to pay for
services and, after appropriate collection effort, payment 1s not
made, the amount of services not paid I1s written-off, at charges,
as bad debts Amounts recorded as bad debts expense do not
include charity The amount of bad debts expense for the years
ended June 30,2012 and 2011, at charges, was $66,745,000
and $56,427,000 respectively, and 1s reported as Bad debts

expense on the Combined Statements of O perations
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Identifier

ReturnReference

Explanation

Part III, Line 8 The source of the Medicare allowable costs
relating to revenue received from Medicare Is the FY '12

Medicare Cost Report
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Identifier ReturnReference Explanation

Part III, Line 9b Financial Counseling staff will determine
whether patients meet eligibility criteria for financial
assistance Accounts that do not meet the eligiblilty
requirements will be referred to the internal collection unit and
subsequently transferred to bad debt status If the accounts
remain unpald When the hospital determines that a Medicare
patient 1s either financially or medically indigent and that he Is
unable to pay his patient hability, the hospital waives Its
standard collection procedures, deems the account to be
uncollectible, and immediately writes off the unpaid balance to
charity
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Identifier

ReturnReference

Explanation

Lehigh Valley Hospital - Cedar Crest

agency for 6 months If pa

Is written off as a bad debt

Part V, Section B, Line 15e Collection activities are limited to
hospital sending 3 statements requesting payment If payment
Is not made, the account s turned overto a primary collection

the account s turned overto a secondary agency for 3 months
[f these collection efforts do not result In payment, the account

yment I1s not received after 6 months,
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Identifier

ReturnReference

Explanation

Lehigh Valley Hospital - 17th Street

agency for 6 months If pa

Is written off as a bad debt

Part V, Section B, Line 15e Collection activities are limited to
hospital sending 3 statements requesting payment If payment
Is not made, the account s turned overto a primary collection

the account s turned overto a secondary agency for 3 months
[f these collection efforts do not result In payment, the account

yment I1s not received after 6 months,
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Identifier

ReturnReference

Explanation

Lehigh Valley Hospital - Cedar Crest

PartV, Section B, Line 21 All patients receive the same
charge for the same service The expected collection amount
for the uninsured I1s the average payment of non-government
payers Further reductions are based on the patient income and

federal poverty guidelines
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Identifier

ReturnReference

Explanation

Lehigh Valley Hospital - 17th Street

PartV, Section B, Line 21 All patients receive the same
charge for the same service The expected collection amount
for the uninsured I1s the average payment of non-government
payers Further reductions are based on the patient income and

federal poverty guidelines
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Identifier

ReturnReference

Explanation

Part VI, Line 2 Community Health Needs AssessmentThe
Health Care Council of the Lehigh Valley (HCCLV ) Is a newly
formed not-for-profit group with representation from Lehigh
Valley Health Network, the Dorothy Rider Pool Health Care
Trust, St Luke's University Health Network, Sacred Heart
Health Care System, and Good Shepherd Rehabilitation
Hospital The HCCLV Is developing a comprehensive regional
Community Health Needs Assessment (CHNA ) designed to
Identify the strengths and needs of our community, establish
health priorities, and encourage collaborations within the
community to take action on health i1ssues, all in an effort to
improve the health of residents 1n our region Members of the
CHHS team have provided leadership in developing the HCCLV
group, designing the CHNA, and collecting and analyzing key

community health information
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Identifier

ReturnReference

Explanation

Part VI, Line 3 Consistent with the mission and values of
Lehigh Valley Health Network, it Is the policy to provide medical
care to all individuals without regard to their ability to pay for
services The Charity Care Policy which incorporates the LHVN
Reduced Cost of Care program applies to uninsured and under-
insured individuals who participate in the process to evaluate
their ability to pay for LVHN services Patients are identified by
LV HN registration, Benefits and Verification, Customer Service,
and Financilal Counselors as being in financial need The
Financial Counselors help patients complete the application for
Reduced Cost of Care LVHN follows the Federal Poverty
Guidelines to evaluate eligibility Patients whose family income
falls bellow 200% of the Federal Poverty guideline will have
their entire balance forgiven for their qualifying services at a
participating LVHN provider Patients with a family income
below 400% of the Federal Poverty guidelines will have a
portion of their balance forgiven for qualifying services at a
participating LVHN provider Patients are evaluated for no cost
or reduced premium insurance plans The LVHN Financial
Counselors will offer iInformation to patients who are interested
in seeing If they qualify for these programs offered by
commercial iInsurance companies Patients often express
financial concern or need by contacting the LVHN Customer
Service departments The Customer Service representatives
explain the programs available, Reduced Cost of Care, Medical
IAssistance, and a Reduced Patient responsibility for Self Pay
patients Patients will be referred to the Financial Counselors
who work with patients to apply for Pennsylvania Medical
IAssistance The Financial Counselors are located onsite The
PATHS representatives visit patients In their inpatient rooms,
in the Cancer Center, and in the Emergency Department In
addition, LVHN advertises Financial Assistance in the local
newspaper, on our public website and on the statements sent to

our patients
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Identifier

ReturnReference

Explanation

Part VI, Line 4 Lehigh Valley Hospital, Inc (LVH)Is a
Pennsylvania not-for-profit membership corporation exempt
from federal Income taxes as a corporation described in Section
501(c)(3) of the Internal Revenue Code As ofJune 30,2012,
LV H operates hospital facilities at three primary locations 17th
and Chew Streets 1n Allentown, Lehigh County, Pennsylvania
where 11 acute care beds, 52 skilled nursing beds and 10
inpatient hospice beds are operated, Cedar Crest Boulevard
and Interstate 78 1n Salisbury Township, Lehigh County,
Pennsylvania where 665 acute care beds are operated, LVH
also operates 65 psychiatry beds on the LVH-Muhlenberg
campus The primary service area of LVH consists of Lehigh,
Northampton and Carbon counties Based on information
available from the U S Census Bureau for the year 2010
census, the population of the primary service area was
approximately 712,261 people and was estimated to be
726,443 at the end of calendar year 2012 During fiscal year
2012, 73% of the discharges from LVH were residents of the
primary service area The secondary service area consists of
Monroe, Berks, Schuylkill and Luzerne counties as well as
northern portions of Bucks and Montgomery counties The 2010
population of the secondary service area was approximately
1,375,956 During fiscal year 2012, 22% of the discharges
from LVH were residents of the secondary service area Based
on U S Census Bureau data, the current population of the
combined primary and secondary LVH service area Is projected
by Claritas Demographics to increase approximately 5% by the
year 2017 During fiscal year 2012, 5% of the discharges from
LV H were residents outside the primary and secondary service

areas
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Identifier

ReturnReference

Explanation

Part VI, Line 5 Lehigh Valley Hospital qualifies as an
Institution of Purely Public Charity in Pennsylvania This
regulation 1s referred to as Act 55 To be considered a purely
public charity, nonprofits must (1) advance a charitable
purpose, (2) donate or render gratuitously a substantial portion
of Its services, (3) benefit a substantial and indefinite class of
persons who are legitimate subjects of charity, (4) relieve the
government of some burden, and (5) operate entirely free from
private profit motive LVH 1s required to reapply for this
charitable status every five years and currently qualifies

through October 31, 2015
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SCthUlEI OMB No 1545-0047
(Form 990) Grants and Other Assistance to Organizations, 201 1
Governments and Individuals in the United States

Complete if the organization answered "Yes," to Form 990, Part 1V, line 21 or 22. Open to Public
Department of the Treasury B Attach to Form 990 P ;
Internal Revenue Service Inspection

Name of the organization Employer identification number
Lehigh Valley Hospital

23-1689692

m General Information on Grants and Assistance
1 Does the organization maintain records to substantiate the amount of the grants or assistance, the grantees' eligibility for the grants or assistance, and

the selection criteria used to award the grants orassistance?. . . . . . . . . - s e e e e e e e e e e e e e ¥ Yes ™ No
2 Describe in Part IV the organization's procedures for monitoring the use of grant funds n the Unlted States

m Grants and Other Assistance to Governments and Organizations in the United States. Complete If the organization answered "Yes" to

Form 990, Part IV, line 21 for any recipient that received more than $5,000. Check this box If no one recipient received more than $5,000. Use
Part IV and Schedule I-1 (Form 990) If additional spaceisneeded. . . . . . + « + v v & & 4 4 w4 w e e e e e . N

(a) Name and address of (b) EIN (c) IRC Code (d) Amount of cash (e) Amount of non- (f) Method of (g) Description of (h) Purpose of grant
organization section grant cash valuation non-cash assistance| orassistance
or government If applicable assistance (book, FMV,
appraisal,
other)
2 Enter total number of section 501(c)(3) and government organizations listed inthelinel table. . . . . . .+ . .+ + .+« « .+ « « . . |
3 Enter total number of other organizations listed inthe inel1 table. . . . . . .+« .« .+« .« <+ .+ o+« . a0 e e e e e . »>

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990. Cat No 50055P Schedule I (Form 990) 2011
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m Grants and Other Assistance to Individuals in the United States. Complete If the organization answered "Yes" to Form 990, Part IV, line 22.
Use Schedule I-1 (Form 990) If additional space Is needed.

(a)Type of grant or assistance (b)Number of (c)Amount of (d)Amount of (e)Method of valuation (f)Description of non-cash assistance
recipients cash grant non-cash assistance (book,
FMV, appraisal, other)
(1) Nursing Scholarships 115 386,371 Book
(2) Jirolano Tuition Aide Scholarship 1 600 0 [Book

Part IV Supplemental Information. Complete this part to provide the information required in Part I, ine 2, and any other additional information.

Identifier

Return Reference

Explanation

Procedure for Monitoring
Grants inthe U S

PartI,Line 2

Schedule I, PartI, Line 2 Scholarships are awarded to senior nursing students in a Bachelor of Nursing program and 2nd
year nursing students in an Assoclate Degree program, as well as employees who currently possess a Registered nurse
continuing their education towards either a Bachelor's Degree or Master's Degree Criteria for scholarships to students in a
Graduate Nurse program are submit 2 letters of recommendation from clinical instructors, an official copy of their most
current transcript demonstrating a 3 0 GPA or higher, a one page essay describing why they deserve the scholarship and a
completed assessment survey If above information I1s considered favorable, two interviews are scheduled with selection
committee members If considered favorable after all interviews have been conducted, a scholarship award 1s offered If
candidate accepts and signs a contract,their commitment back to the hospital 1s for 2080 hours of employment as a
Registered Nurse after successfully completing an internship If candidate does not fulfill their commitment, the scholarship
dollars are pro-rated and repayment s due back For current employees, an application 1s completed along with a letter of
recommendation from their direct supervisor, a copy of most recent performance evaluation noting an evaluation score of 3 0
or better, and the must be currently enrolled in a nursing program

Schedule I (Form 990) 2011



lefile GRAPHIC print - DO NOT PROCESS | As Filed Data - |

DLN: 93493130014023]

Schedule J Compensation Information OMB No 1545-0047

(Form 990)

For certain Officers, Directors, Trustees, Key Employees, and Highest
Compensated Employees

2011

k- Complete if the organization answered "Yes" to Form 990, -
Department of the Treasury Part IV, question 23. Open to Public
Intemal Revenue Service » Attach to Form 990. I+ See separate instructions. Inspection

Name of the organization
Lehigh Valley Hospital

23-1689692

Employer identification number

m Questions Regarding Compensation

la

9

Check the appropiate box(es) If the organization provided any of the following to or for a person listed in Form
990, Part VII, Section A, line 1a Complete Part III to provide any relevant information regarding these items

[T First-class or charter travel [T Housing allowance or residence for personal use
v Travel for companions [T Payments for business use of personal residence
[T Tax idemnification and gross-up payments [T Health or social club dues or initiation fees

[T Discretionary spending account [T Personal services (e g, maid, chauffeur, chef)

If any of the boxes in line 1a are checked, did the organization follow a written policy regarding payment or
reimbursement orprovision of all the expenses described above? If "No," complete Part III to explain

Did the organization require substantiation prior to reimbursing or allowing expenses incurred by all
officers, directors, trustees, and the CEO/Executive Director, regarding the items checked in line 1a?

Indicate which, If any, of the following the organization uses to establish the compensation of the
organization's CEO /Executive Director Check all that apply

v Compensation committee [V Written employment contract
|7 Compensation survey or study
[ Approval by the board or compensation committee

[V Independent compensation consultant
[T Form 990 of other organizations

During the year, did any person listed in Form 990, Part VII, Section A, line 1a with respect to the filing organization
or a related organization

Recelve a severance payment or change-of-control payment?
Participate In, or receive payment from, a supplemental nonqualified retirement plan?

Participate In, or recelve payment from, an equity-based compensation arrangement?
If"Yes" to any of lines 4a-c, list the persons and provide the applicable amounts for each item in Part III

Only 501(c)(3) and 501(c)(4) organizations only must complete lines 5-9.

For persons listed in form 990, Part VII, Section A, line 1a, did the organization pay or accrue any
compensation contingent on the revenues of

The organization?

Any related organization?

If"Yes," to line 5a or 5b, describe iIn Part II1

For persons listed in form 990, Part VII, Section A, line 1a, did the organization pay or accrue any
compensation contingent on the net earnings of

The organization?

Any related organization?

If"Yes," to line 6a or 6b, describe iIn Part II1

For persons listed in Form 990, Part VII, Section A, line 1a, did the organization provide any non-fixed
payments not described in lines 5 and 6? If "Yes," describe in Part I1I

Were any amounts reported in Form 990, Part VII, paid or accured pursuant to a contract that was
subject to the initial contract exception described in Regs section 53 4958-4(a)(3)? If "Yes," describe
inPartIII

If"Yes" to line 8, did the organization also follow the rebuttable presumption procedure described in Regulations
section 53 4958-6(c)?

Yes | No
ib | Yes
2 Yes
4a | Yes
4b | Yes
4c No
5a No
5b No
6a No
6b No
7 No
8 No
9

For Privacy Act and Paperwork Reduction Act Notice, see the Intructions for Form 990 Cat No 50053T Schedule J (Form 990) 2011
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Im Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees. Use Schedule J-1 if additional space needed.

For each individual whose compensation must be reported in Schedule ], report compensation from the organization on row (1) and from related organizations, described in the
instructions on row (11) Do not list any individuals that are not listed on Form 990, Part VII

Note. The sum of columns (B)(1)-(in) for each listed individual must equal the total amount of Form 990, Part VII, Section A, line 1a, columns (D) and (E) for that individual

(A) Name (B) Breakdown of W-2 and/or 1099-MISC compensation (C) Retirement and (D) Nontaxable (E) Total of columns | (F) Compensation
(i) Base (ii) Bonus & (iii) Other other deferred benefits (B)(1)-(D) reported in prior
compensation incentive reportable compensation Form 990 or
P compensation compensation Form 990-EZ
(1) Ronald W Swinfard (M 834,231 283,500 265,303 0 30,230 1,413,264 0
MD ()] 0 0 0 0 0 0 0
(2) Keith Weinhold (1) 241,120 48,148 10,085 0 30,230 329,583 0
() 0 0 0 0 0 0 0
(3) James Gelger 0] 238,799 50,000 10,960 0 30,230 329,989 0
() 0 0 0 0 0 0 0
(4) Debby Patrick 0 237,957 61,672 -1,903 0 30,230 327,956 0
() 0 0 0 0 0 0 0
(5) Scott Lipkin 0 216,669 18,888 12,709 0 30,230 278,496 0
() 0 0 0 0 0 0 0
(6) Edward Dougherty 0 208,536 37,840 -2,454 0 30,123 274,045 0
() 0 0 0 0 0 0 0
(7) Elliot J Sussman MD (1) 145,093 135,892 1,831,266 0 0 2,112,251 0
() 0 0 0 0 0 0 0
(8) Joseph G Felkner 0] 335,279 108,533 487,606 0 0 931,418 0
() 0 0 0 0 0 0 0
(9) Mary Kay Grim (M 163,675 61,900 16,741 0 0 242,316 0
() 0 0 0 0 0 0 0

Schedule J (Form 990) 2011
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.m Supplemental Information

Complete this part to provide the information, explanation, or descriptions required for Part I, ines 1a, 1b, 4c, 5a,5b, 6a,6b, 7, and 8 Also complete this part for any additional information

Identifier Return Explanation
Reference

PartI, Line 1a |Travel expenses for companion is paid by Lehigh Valley Hospital for one professional meeting per year for the President/CEO

PartI, Lines ElliotJ Sussman, MD 635,131 Ronald W Swinfard, MD 264,046 Keith Weinhold 16,599 Mary Kay Grim 15,444 James Geiger 15,613 Scott Lipkin 12,202
4a-b Edward Dougherty 3,670 Joseph Felkner 98,628 These amounts are accruals to a nonqualified supplemental executive retirement plan

Schedule J (Form 990) 2011
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Schedule K OMB No 1545-0047
(Form 990) Supplemental Information on Tax Exempt Bonds
k- Complete if the organization answered "Yes" to Form 990, Part IV, line 24a. Provide descriptions, 20 1 1
explanations, and any additional information in Schedule O (Form 990).

Department of the Treasury k= Attach to Form 990. k- See separate instructions. Open to P_ublic
Internal Revenue Service Inspection

Name of the organization Employer identification number
Lehigh Valley Hospital

23-1689692
m Bond Issues
(h) On .
(g) Defeased Behalf of (i) Pool
(a) Issuer Name (b) Issuer EIN (c) CUSIP # (d) Date Issued (e) Issue Price (f) Description of Purpose Issuer financing
Yes No Yes No Yes No
Lehigh County General
A Purpose Authority 91-1886539 5248053F3 09-15-2005 81,000,000 ?:C”Iﬁilr:gt' renovate & equip X X X
Lehigh County General
B Purpose Authority 91-1886539 52480GAY0 06-04-2008 53,725,184 ?:C”Iﬁilr:gt' renovate & equip X X X
Lehigh County General refund 9/12/96 & 4/21/99 A
C Purpose Authority 91-1886539 52480GBGS8 04-01-2011 115,096,730 lissues,reissuance of 7/7/05 X X X
and 6/5/08 Issues
Lehigh County General
D Purpose Authority 91-1886539 NoneAvall 02-15-2012 18,665,000 r:z‘fj';‘js4/15/04&10/17/01 X X X
A B C D
1 Amount of bonds retired 2,612,200 4,530,790
2 Amount of bonds defeased
3  Total proceeds of issue 82,955,467 53,885,593 115,096,730 18,665,000
4 Gross proceeds In reserve funds 5,000,000
5 Capitalized interest from proceeds
6 Proceeds in refunding escrow 114,976,250 18,330,782
7 Issuance costs from proceeds 908,575 704,637 120,480 334,218
8 Credit enhancement from proceeds 2,341,645 1,323,209
9 Working capital expenditures from proceeds
10 Capital expenditures from proceeds 71,505,488 51,857,747
11 Other spent proceeds 3,199,759
12 Other unspent proceeds
13 Year of substantial completion 2007 2010 2011 2012
Yes No Yes No Yes No Yes No
14 Were the bonds Issued as part of a current refunding i1ssue? X X X X
15 Were the bonds Issued as part of an advance refunding i1ssue? X X X X
16 Has the final allocation of proceeds been made? X X X X
17 Does the organization maintain adequate books and records to support the final X X X X
allocation of proceeds?
m Private Business Use
A B C D
Yes No Yes No Yes No Yes No
1 Was the organization a partner in a partnership, or a member of an LLC, which owned X X X
property financed by tax-exempt bonds?
2 Are there any lease arrangements that may result in private business use of bond- X X X
financed property?

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990. Cat No 50193E Schedule K (Form 990) 2011
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m Private Business Use (Continued)
A C
Yes No Yes No Yes No Yes No
3a Are there any management or service contracts that may result in private business X X X
use?
b If 'Yes'to line 3a, does the organization routinely engage bond counsel or other outside
counsel to review any management or service contracts relating to the financed
property?
c Are there any research agreements that may result in private business use of bond-
financed property? X X X
d If 'Yes'to line 3¢, does the organization routinely engage bond counsel or other outside
counsel to review any research agreements relating to the financed property?
4 Enter the percentage of financed property used in a private business use by entities
other than a section 501 (c)(3) organization or a state or local government
[
5 Enter the percentage of financed property used In a private business use as a result of
unrelated trade or business activity carried on by your organization, another section
501 (c)(3) organization, or a state or local government L3
Total of lines 4 and 5
Has the organization adopted management practices and procedures to ensure the X X X
post-issuance compliance of its tax-exempt bond habilities?
1a@\d Arbitrage
A B C
Yes No Yes No Yes No Yes No
1 Has a Form 8038-T, Arbitrage Rebate, Yield Reduction and
Penalty in Lieu of Arbitrage Rebate, been filed with respect to the
bond Issue?
X X X X
2 Is the bond i1ssue a variable rate 1ssue? X X X X
3a Has the organization or the governmental issuer entered
into a hedge with respect to the bond Issue?
X X X X
b Name of provider Mernll Lynch &
Goldman Sachs
Term of hedge 20 000000000000 10 400000000000
d Was the hedge superintegrated?
X X
e Was a hedge terminated?
X X
4a Were gross proceeds Iinvested in a GIC? X X X X
b Name of provider MBIA
Term of GIC 3300000000000
d Was the regulatory safe harbor for establishing the fair market
value of the GIC satisfied? X
5 Were any gross proceeds Invested beyond an available temporary
period? X X X X
6 Did the bond i1ssue qualify for an exception to rebate?
X X X X

Procedures To Undertake Corrective Action

Check the box If the organization established written procedures to ensure that violations of federal tax requirements are timely i1dentified and corrected through the voluntary
closing agreement program If self-remediation 1s not available under applicable regulations

. [ Yes

¥ No

Supplemental Information

Complete this part to provide additional information for responses to questions on Schedule K (see instructions)

Identifier Return Reference

Explanation

Schedule K (Form 990) 2011
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Schedule K OMB No 1545-0047

(Form 990) Supplemental Information on Tax Exempt Bonds 201 1

k- Complete if the organization answered "Yes" to Form 990, Part IV, line 24a. Provide descriptions,
explanations, and any additional information in Schedule O (Form 990).

Department of the Treasury k= Attach to Form 990. k- See separate instructions. Open to P_ublic
Internal Revenue Service Inspection

Name of the organization Employer identification number
Lehigh Valley Hospital

23-1689692
m Bond Issues
(h) On .
(a) Issuer Name (b) Issuer EIN (c) CUSIP # (d) Date Issued (e) Issue Price (f) Description of Purpose (9) Defeased BIeshsauI;?f fl(f:g::lzlg
Yes No Yes No Yes No
Lehigh County General
A Purpose Authority 91-1886539 NoneAvall 06-01-2012 59,745,000 |reissuance of 6/6/08 Issue X X X
Im Proceeds
A B C D
1 Amount of bonds retired 955,000
2 Amount of bonds defeased
3 Total proceeds of Issue 59,745,000
4 Gross proceeds In reserve funds
5 Capitalized interest from proceeds
6 Proceeds in refunding escrow 59,745,000
7 Issuance costs from proceeds
8 Credit enhancement from proceeds
9 Working capital expenditures from proceeds
10 Capital expenditures from proceeds
11 Other spent proceeds
12 Other unspent proceeds
13 Year of substantial completion 2012
Yes No Yes No Yes No Yes No
14 Were the bonds issued as part of a current refunding Issue? X
15 Were the bonds issued as part of an advance refunding Issue? X
16 Has the final allocation of proceeds been made? X
17 Does the organization maintain adequate books and records to support the final X
allocation of proceeds?
[EYRE:i8] Private Business Use
A B C D
Yes No Yes No Yes No Yes No
1 Was the organization a partner in a partnership, ora member of an LLC, which owned X
property financed by tax-exempt bonds?
2 Are there any lease arrangements that may result in private business use of bond- X
financed property?

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990. Cat No 50193E Schedule K (Form 990) 2011
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m Private Business Use (Continued)
A C D
Yes No Yes No Yes No Yes No
3a Are there any management or service contracts that may result in private business X
use?
b If 'Yes'to line 3a, does the organization routinely engage bond counsel or other outside
counsel to review any management or service contracts relating to the financed
property?
c Are there any research agreements that may result in private business use of bond-
financed property? X
d If 'Yes'to line 3¢, does the organization routinely engage bond counsel or other outside
counsel to review any research agreements relating to the financed property?
4 Enter the percentage of financed property used in a private business use by entities
other than a section 501 (c)(3) organization or a state or local government
[
5 Enter the percentage of financed property used In a private business use as a result of
unrelated trade or business activity carried on by your organization, another section
501 (c)(3) organization, or a state or local government L3
Total of lines 4 and 5
Has the organization adopted management practices and procedures to ensure the X
post-issuance compliance of its tax-exempt bond habilities?
1a@\d Arbitrage
A B C D
Yes No Yes No Yes No Yes No
1 Has a Form 8038-T, Arbitrage Rebate, Yield Reduction and
Penalty in Lieu of Arbitrage Rebate, been filed with respect to the
bond Issue?
X
2 Is the bond i1ssue a variable rate 1ssue? X
3a Has the organization or the governmental issuer entered
into a hedge with respect to the bond Issue?
X
b Name of provider
Term of hedge
d Was the hedge superintegrated?
e Was a hedge terminated?
4a Were gross proceeds Iinvested ina GIC? X
b Name of provider
Term of GIC
d Was the regulatory safe harbor for establishing the fair market
value of the GIC satisfied?
5 Were any gross proceeds Invested beyond an available temporary
period? X
6 Did the bond i1ssue qualify for an exception to rebate?
X

Procedures To Undertake Corrective Action

Check the box If the organization established written procedures to ensure that violations of federal tax requirements are timely i1dentified and corrected through the voluntary

closing agreement program If self-remediation 1s not available under applicable regulations

. [ Yes ¥ No

Supplemental Information

Complete this part to provide additional information for responses to questions on Schedule K (see instructions)

Identifier Return Reference

Explanation

Schedule K (Form 990) 2011
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Schedule L Transactions with Interested Persons OMB No 1545-0047
(Form 990 or 990-EZ) & Complete if the organization answered
"Yes" on Form 990, Part 1V, lines 25a, 25b, 26, 27, 28a, 28b, or 28c,
or Form 990-EZ, Part V lines 38a or 40b.

Department of the Treasury # Attach to Form 990 or Form 990-EZ. k-See separate instructions. Open to Public
Intemal Revenue Service Inspection

Name of the organization Employer identification number
Lehigh Valley Hospital

23-1689692
lm Excess Benefit Transactions (section 501(c)(3) and section 501 (c)(4) organizations only).
Complete If the organization answered "Yes" on Form 990, PartIV, line 25a or 25b, or Form 990-EZ, Part V, line 40b

(o)
1 (a) Name of disqualified person (b) Description of transaction Corrected?
Yes No
2 Enter the amount of tax Imposed on the organization managers or disqualified persons during the year under 0
section4958 . . . . . . . 44 e e e e e e e e e e e e e F s
3 Enter the amount of tax, iIf any, on line 2, above, reimbursed by the organization. . . . . . . » 3 0
m Loans to and/or From Interested Persons.
Complete If the organization answered "Yes" on Form 990, PartIV, line 26, or Form 990-EZ, Part V, line 38a
(f)
gt;)frl'oon?r;;: (e) In Approved (g)Written
(a) Name of interested person and e, (c)Original (d)Balance due| default? by board or agreement?
purpose g principal amount committee?
To From Yes No Yes No Yes No
(1) Harry Lukens
Financial hardship X 90,000 90,000 No No Yes
Total . . . e . > 3 90,000

Grants or Assistance Benefitting Interested Persons.
Complete If the organization answered "Yes" on Form 990, Part 1V, line 27.

(b)Relationship between interested person

(a) Name of interested person and the organization

(c)Amount of grant or type of assistance

For Privacy Act and Paperwork Reduction Act Notice, see the Cat No 50056A Schedule L (Form 990 or 990-EZ) 2011
Instructions for Form 990 or 990-EZ.
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i-149¥4" Business Transactions Involving Interested Persons.

Complete If the organization answered "Yes" on Form 990, Part IV, line 28a, 28b, or 28c.

(a) Name of interested person

(b) Relationship
between interested
person and the
organization

(c) Amount of
transaction

(e) Sharing of
g c organization's
(d) Description of transaction revenues?
Yes No
No

(1) Kathryn P Taylor-Trustee

Board Member of
Capital Blue Cross -
Trustee of
LVHN/LVH/LVHM

98,658,402

Capital BlueCross 1s a third
party insurer doing business
with LVHN

Supplemental Information

Complete this part to provide additional information for responses to questions on Schedule L (see instructions)

Identifier | Return Reference | Explanation

Schedule L (Form 990 or 990-EZ) 2011
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SCHEDULE M . . OMB No 1545-0047
NonCash Contributions
(Form 990)
»Complete if the organization answered "Yes"™ on Form 201 1
990, Part IV, lines 29 or 30. -
Department of the Treasury b-’AttaCh tlo Form 990 Open to Public
Intemal Revenue Service ’ Inspection
Name of the organization Employer identification number
Lehigh Valley Hospital
23-1689692
IXTTEH Types of Property
(a) (b) (o) (d)
Check Number of Contributions Contribution amounts Method of determining
If or items contributed reported on contribution amounts
applicable Form 990, Part VIII, line
1g
1 Art—Works ofart . . . . X 9 77,710|Fair Market Value
2 Art—Historical treasures
3 Art—Fractional interests
4 Books and publications .. X 6,757 |Fair Market Value
5 Clothing and household
goods e e e e e e . X 1,752|Fair Market Value
6 Cars and other vehicles .. X 1 18,200(|Fair Market Value
7 Boats and planes
8 Intellectual property
9 Secunities—Publicly traded

10 Securities—Closely held stock .

11 Securities—Partnership, LLC,
or trust interests .

12 Securities—Miscellaneous

13 Qualified conservation
contribution—Historic
structures

14 Qualified conservation
contribution—O ther

15 Real estate—Residential

16 Real estate—Commercial
17 Real estate—Other

18 Collectibles ...
19 Food inventory . . . X 15 1,569|Fair Market Value
20 Drugs and medical supplies
21 Taxidermy

22 Historical artifacts

23 Scientific specimens

24 Archeological artifacts

25 Otherw (Jewelry ) X 5 2,131|Fair Market Value
IPads, DVD
26 Otherw ( players ) X 3 2,725|Fair Market Value
Epson
27 Otherw ( Projector ) X 1 640|Fair Market Value
Digital
28 Otherw (Camera ) X 1 200|Fair Market Value
Sclence
Otherw ( Program ) X 1 200|Fair Market Value
29 Numberof Forms 8283 received by the organization during the tax year for contributions
for which the organization completed Form 8283, Part IV, Donee Acknowledgement . . . 29
Yes | No
30a During the year, did the organization receive by contribution any property reported in Part I, lines 1-28 that it
must hold for at least three years from the date of the initial contribution, and which 1s not required to be used
for exempt purposes for the entire holding period? . . . . . .+ + .+ .+ . &+« w4 4. 30a No
b If"Yes," describe the arrangement in Part II
31 Does the organization have a gift acceptance policy that requires the review of any non-standard contributions? 31 | Yes
32a Does the organization hire or use third parties or related organizations to solicit, process, or sell non-cash
contributions? . . . . . . . . . . . . 0 4 e a e e e e e . |32g No
b If"Yes," describe in PartII
33 Ifthe organization did not report revenues in column (c) for a type of property for which column (a) 1s checked,
describe in Part II

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990. Cat No 51227) Schedule M (Form 990) 2011



Schedule M (Form 990) 2011

Page 2

Supplemental Information. Complete this part to provide the information required by Part I, ines 30b,

32b, and 33. Also complete this part for any additional information.

Identifier

Return Reference

Explanation

Schedule M (Form 990) 2011
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OMB No 1545-0047
SCHEDULE O .
(Form 990 or 990-E7) Supplemental Information to Form 990 or 990-EZ 20 1 1
Complete to provide information for responses to specific questions on
E?S;ZT:ZZ;LT;:EZW Form 990 or to provide any additional information.
k- Attach to Form 990 or 990-EZ. Inspection

Name of the organization

Employer identification number
Lehigh Valley Hospital

23-1689692

Identifier Return Explanation
Reference

Form 990, Part | The process to review the 990's includes Draft 1 of the returns is review ed in detall with a focus on accuracy,
V|, Section B, | completeness, and perspective by the LVHN Controller and the LVHN Corporate Legal Counsel Draft 2 of the
line 11 returns I1s review ed by the Chief Financial Officer All Compensation disclosures are review ed by the Vice
President - Human Resources In addttion, selected information i1s also review ed by LVHN external consultants
Compensation information review ed by the LVHN Compensation consultant and compensation and charitable
purpose Information review ed by an additional LVHN consultant Draft 3 of the returns Is review ed together w ith
the President & CEQ, the Chief Financial Officer, the Controller and the Director-Tax Final Returns are review ed
with LVHN Executive Committee of the Board of Trustees prior to therr fiing




Identifier Return Explanation
Reference

Form 990, Part | Trustees, officers, management and members of the medical staff are required to complete the Conflict of Interest
VI, Section B, | and Commitment questionnaire on an annual basis Effective August 2008, the questionnaire is completed

line 12¢ electronically and stored in a database for ease of reporting and monitoring purposes Reported conflicts of
Interests are reported to the Lehigh Valley Health Netw ork Board on an annual basis The information 1s also
shared with the Pennsylvania Department of Health during their survey process Those affected w ithin the
organization and therr immediate supervisors are responsible for ongoing compliance with the Policy both annually
and in the interim betw een declaration periods w here possible new conflict situations may arise




Identifier Return Explanation
Reference
Form 990, The Executive Compensation Committee of the Board of Trustees of Lehigh Valley Health Netw ork i1s authorized to
Part VI, performits functions for and on behalf of LVHN Commitee Organization 1 The Committee shall be composed of at
Section B, least four (4) members of the Board of Truste es, one of whomshall serve as Chair of the Committee The Committee
line 15 shall be composed ent irely of Trustees who are entrely disinterested members of the Board The Trustees will h

ave no material relationship to LVHN and/or its Senior Management Council members that may imt their
disinterestedness In this role, including that the Trustees (1) must not have any personal interest in the compensation
arrangement, (I1) must not be related to or und er the control of the person whose compensation Is being evaluated,
and () must have no material business relationship with LVHN If a proposed member of the Committee has ident
ifled a potential conflict of interest, the iIssue shall be review ed by the disinterested m embers of the Audit Committee
w hich shall report its findings to the Chair of the Executiv e Compensation Committee Based on that review, the
Charr and the Committee, absent the me mber w ith a potential conflict, will make the final determination as to the
disinterestedn ess of the Trustee and the appropriateness of service Fromtime to time, there may be spe cific
situations w hich pose a potential conflict of interest In such instances, the Commi ttee w Ill make the appropriate
determnation The Committee may also establish such other procedures as it may deem appropriate with respect to
the disinterested status of ts memb ers, subject to Board approval 2 The members and the Chair of the Committee
shall be app ointed each year by the Board of Trustees in accordance w ith its policies, and shall serve at the
pleasure of the Board of Trustees for such term or terms as the Board of Trustees may determine The Commitee
shall conduct its activities in conformity with the requireme nts of the LVHN By-Law s and the requirements of the
Internal Revenue Code of 1986, and Reg ulations promulgated thereunder, together w ith any further obligations or
requirements as directed by the Board 3 Each Committee Member shall have the follow ing qualifications A bilty to
critically review performance and market practice data and apply relevant inform ation fairly, w hile properly
balancing the competing needs of LVHN's stakeholders Abilty to consider the objectives of linking compensation to
performance and retaining high-perf orming personnel, all in the best interests of LVHN and in accordance w tth its
charitable mssion An understanding of the market place regarding the attraction and retention of Se nior
Management Council employees and other key personnel Functions, Duties and Authorities The Committee on an
annual basis shall Assess the performance of the Chief Executive Officer, determine the Chief Executive Officer's
compensation, discuss the appraisal w ith the CEO and report its determination generally to the full Board Review the
performance o f all other members of the Senior Management Council and approve their compensation consid ering
the recommendations of the Chief Executive Officer, and report its determinations ge nerally to the full Board Review
the performance of disqualified persons and other indivi duals in key leadership positions as determned by the
Committee Review the succession pl an and professional and career development of senior management in the
organization Revie w the compensation plan for selected physicians, including LVPG Assure that any applicabl e
compensation arrangement I1s review ed by the Committee In accordance w ith all applicable rules and regulations,
Including Section 4958 of the Internal Revenue Code or its successor In particular, the Committee intends that its
determinations qualify for the "Rebuttabl e Presumption of Reasonableness" and thus t will ensure that A
compensation arrangement 1s approved In advance only by Committee members w ho do not have a conflict of
interest with respect to the arrangement, It relies upon appropriate, independent comparabillity data prior to making its
determination, and The basis for the determination Is adequately docum ented concurrent with the Committee's
approval Adequate documentation requires (1) the te rms of compensation, (i) date of approval, (i) members
present, (Iv) the source of comp arabilty information and the data, (v) rationale for compensation levels that fall at
the upper end of the comparabillty data, and (vi) any actions taken w ith respect to conflicts of interest of any
member of the Committee The documentation must be prepared by the lat er of the next meeting of the Committee or
60 days after final action and approved within a reasonable time thereafter The Committee, w ith respect to the
administration of the Ret rement Plan shall Appoint the Plan Administrator Delegate the day-to-day functions of P an
administration to the Plan Administrator Speci




Identifier Return Explanation
Reference
Form 990, fically these delegated duties shall include convening a pension administration committee , compliance with ERISA
Part VI, and IRS documentation and reporting requirements, oversight and ma nagement of the benefit claims appeal
Section B, process, and preparation and distribution of disclos ures to Plan participants, make recommendations to the LVHN
line 15 Board regarding Retirement Pla n design Specific responsibilities shall include review ing and making

recommendations on benefit structure, the Plan Document or the Trust Agreement, review ing and recommending a
ddttions or deletions of organizational divisions covered by the Plan The Committee shall also Consider and make
recommendations to the Board regarding the compensation philosoph y for the Senior Management Council
Annually evaluate the performance and function of the Commitee, including a review of its compliance with this
Charter Drrect the establishme nt of a process that ensures compensation information is fully and farrly disclosed
on the Form 990 Discharge such additional duties and responsibilities as the Board of Trustees may fromtime to
time assign to it




Identifier Return Reference Explanation

Form 990, Part V|, Section C, ine | Anothers Website - Guidestar Upon request - hard copies w ith senior management and
18 marketing




Identifier Return Explanation
Reference

Form 990, Part V|, | The Organization makes its financial statements available to the public through its Annual Report to the
Section C, Ine 19 | community The Annual Report is distributed to all attendees at the Organizations annual public meeting In
addition, 1t 1s distributed via mail to members of the community The Organizations governing documents and
conflict of interest policy are not made avallable to the public




Identifier

Return
Reference

Explanation

Changes In Net
Assets or Fund
Balances

Form 990, Part
Xl ine 5

Net unrealized losses on Investments -47,284,439 Unfunded Pension Liability -148,920,436 Equity
Transfer fromLVHS, Inc 44,734,479 Equity transfer to LVPG -6,148,555 Temporarlly restricted cash
-1,572,008 Total to Form 990, Part XI, Line 5 -159,190,959




Identifier Return Reference Explanation

Committee - oversight | Form 990, Part X|, The Audit Committee of the Board of Trustees assumes responsibilty for oversight of the audit
of audt Line 2¢ and selection of an independent auditor




Identifier Return Explanation
Reference

Written Policy - Joint | Form 990, Part | Although the organization does not have a written policy w ith respect to evaluation of participation in
Venture VI, Line 16b Joint venture arrangements, no joint venture 1s entered into w ithout having had the transactional
arrangements documents review ed and evaluated by outside counsel and, If necessary, consultants and accountants
to assure that the arrangement does not, In any manner, compromise the organization's exempt status
and mission




Identifier

Return
Reference

Explanation

Compensation of Officers,
Directors, Trustees, Key
Employees, etc

Form 990, Part
VI, Line 1a

Hours worked by these individuals reflect the combined hours spent as a Board Officer and an
Employee of the organization All compensation, benefits, etc reported are for work as a
member of senior management of the organization The remainder of the officers, trustees,
listed above are volunteers and receive no compensation
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. . . OMB No 1545-0047
SCHEDULE R Related Organizations and Unrelated Partnerships :
(Form 990) = Complete if the organization answered "Yes" to Form 990, Part 1V, line 33, 34, 35, 36, or 37. 20 1 1
= Attach to Form 990. k- See separate instructions.

Department of the Treasury Open to P_ublic
Intemal Revenue Service Inspection

Name of the organization Employer identification number
Lehigh Valley Hospital

23-1689692
IEEEIREHl 1dentification of Disregarded Entities (Complete If the organization answered "Yes" on Form 990, Part IV, line 33.)

(a) (b) (c) (d) (e)
Name, address, and EIN of disregarded entity Pnmary activity Legal domicile (state Total iIncome End-of-year assets Direct controlling
or foreign country) entity

IEXYTEil 1dentification of Related Tax-Exempt Organizations (Complete If the organization answered "Yes" on Form 990, Part IV, line 34 because it had one
or more related tax-exempt organizations during the tax year.)

(9)
(a) (b) (c) (d) (e) 0] Section 512(b)(13)
Name, address, and EIN of related organization Primary activity Legal domicile (state | Exempt Code section Public chanty status Direct controlling controlled
or foreign country) (if section 501(c)(3)) entity organization
Yes No
(1) Lehigh Valley Health Network
1200 S Cedar Crest Bivd Parent Company PA 501(c)(3) 509(a)(3) TM-FI |N/A No

Allentown, PA 18103
22-2458317

(2) Lehigh Valley Hosprtal - Muhlenberg

Lehigh Valley Health

1200 5 Cedar Crest Blvd Health Care Organization PA 501(c)(3) 170(b)(1) (A)(m) |Network No

Allentown, PA 18103
23-2367707

(3) Lehigh Valley Physician Group

Lehigh Valley Health

1200 S Cedar Crest Blvd Physician Practice PA 501(c)(3) Line 9 [Network No

Organization
Allentown, PA 18103
23-2700908

(4) Muhlenberg Realty Corporation

Lehigh Valley Health

1200 S Cedar Crest Blvd Real Estate Rentals PA 501(c)(3) 509(a)(3) II-FI [Network No

Allentown, PA 18103
23-2245513

(5) Lehigh Valley Health Network Realty Holding Co

Lehigh Valley Health

1200 S Cedar Crest Blvd Real Estate Holding Co PA 501(c)(2) N/A  |Network No

Allentown, PA 18103
23-2586770

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990. Cat No 50135Y Schedule R (Form 990) 2011



Schedule R (Form 990) 2011 Page 2

EETSEi#d Identification of Related Organizations Taxable as a Partnership (Complete If the organization answered "Yes" on Form 990, Part IV, line 34
because It had one or more related organizations treated as a partnership during the tax year.)

(c) (h) Q)] 6)]
(a) (b) Legal (d) (e) U] (9) Disproprtionate Code V—UBI General or
Name, address, and EIN Primary actiity domicile Direct controlling Predominant income Share of total Share of end-of- allocations? amount In box 20 of | managing (k)
of (related, unrelated, income year Schedule K-1 artner? Percentage
lated organization (state or entity excluded from tax assets P ownership
e foreign (Form 1065)

country) under sections 512-
Y 514)

Yes No Yes No

(1) LVHN Reciprocal Risk
Retention Group

Lehigh Valley Health
151 Meeting Street Ste  |Insurance PA Network Related 1,464,566 No No
301

Charleston, SC 29401
20-0037118

(2) Health Network
Laboratones LLC

Lehigh Valley Hosprtal

Laboratory Services PA Related 828,750 No No

2024 Lehigh Street
Allentown, PA 18103
23-2932802

(3) Health Network

Laboratones LP
Lehigh Valley Hosprtal

2024 Lehigh Street Laboratory Services PA Related 14,172,643 96,089,525 No No

Allentown, PA 18103

23-2948774

(4) Lehigh Magnetic
Imaging Center
1230 S Cedar Crest Blvd |[Ma9!ng Center PA- N/A
Allentown, PA 18103
23-2429077

- 1i#A"A Identification of Related Organizations Taxable as a Corporation or Trust (Complete If the organization answered "Yes" on Form 990, Part 1V,
line 34 because It had one or more related organizations treated as a corporation or trust during the tax year.)

"

Q (b) © (d) (e Share of total (9) (h)
Name, address, and EIN of related organization Prmary activity Legal domicile Direct controlling Type of entity Income Share of Percentage
(state or entity (C corp, S corp, end-of-year ownership
foreign or trust) assets
country)

(1) Lehigh Valley Health Services Inc
2100 Mack Blvd Health Care Related
Allentown, PA 181035622 Services

23-2263665

PA N/A C

(2) Lehigh Valley Anesthesia Services PC
2100 Mack Blvd

Allentown, PA 181035622

23-3096124

Anesthesia Services PA N/A C

(3) Westgate Professional Center Inc
2100 Mack Blvd

Allentown, PA 181035622
23-1657333

Real Estate Rentals PA N/A C

(4) Lehigh Valley Physician Hospital Organization Inc
2100 Mack Blvd Health Care Related
Allentown, PA 181035622 Services

23-2750430

PA N/A C

Schedule R (Form 990) 2011



Schedule R (Form 990) 2011

Page 3

Transactions With Related Organizations (Complete If the organization answered "Yes" on Form 990, Part IV, line 34, 35, 35A, or 36.)

Note. Complete line 1 iIf any entity 1s listed in Parts II, III orIV Yes | No
1 During the tax year, did the orgranization engage I1n any of the following transactions with one or more related organizations listed in Parts II-IV?
a Receipt of (i) interest (ii) annuities (iii) royalties (iv) rent from a controlled entity 1a No
b Gift, grant, or capital contribution to related organization(s) 1b No
c Gift, grant, or capital contribution from related organization(s) 1c No
d Loans orloan guarantees to or for related organization(s) 1d | Yes
e Loans orloan guarantees by related organization(s) le | Yes
f Sale of assets to related organization(s) 1f No
g Purchase of assets from related organization(s) 1g | Yes
h Exchange of assets with related organization(s) ih No
i Lease of facilities, equipment, or other assets to related organization(s) 1i | Yes
j Lease offacilities, equipment, or other assets from related organization(s) 1j | Yes
k Performance of services or membership or fundraising solicitations for related organization(s) 1k | Yes
I Performance of services or membership or fundraising solicitations by related organization(s) 1l | Yes
m Sharing of facilities, equipment, mailing lists, or other assets with related organization(s) im| Yes
n Sharing of paid employees with related organization(s) in| Yes
o Reimbursement paid to related organization(s) for expenses lo | Yes
Reimbursement paid by related organization(s) for expenses 1p | Yes
q Othertransfer of cash or property to related organization(s) 1q No
r Othertransfer of cash or property from related organization(s) ir No
2 Ifthe answerto any of the above I1s "Yes," see the instructions for information on who must complete this line, including covered relationships and transaction thresholds
(a) (b) () (d)
Transaction Method of determining amount
Name of other organization t Amount involved
ype(a-r) involved
(1)
(2)
(3)
(4)
(5)
(6)

Schedule R (Form 990) 2011



Schedule R (Form 990) 2011

Page 4

IEEITEZ28 Unrelated Organizations Taxable as a Partnership (Complete If the organization answered "Yes" on Form 990, Part IV, line 37.)

Provide the following information for each entity taxed as a partnership through which the organization conducted more than five percent of its activities (measured by total assets or gross
revenue) that was not a related organization See instructions regarding exclusion for certain investment partnerships

(a) (b) (c) (d) (e) (9) (h) (O] 6)]
Name, address, and EIN of Primary activity Legal domicile Predominant Are all (f Share of Disproprtionate allocations? Code V—UBI General or
entity (state or income(related, partners Share of end-of-year amount In box managing (k)
foreign unrelated, section total iIncome assets 20 of Schedule K-1| partner? Percentage
country) excluded from 501(c)(3) (Form 1065) ownership
tax under organizations?
sections 512-
514)
Yes No Yes No Yes | No

Schedule R (Form 990) 2011
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.m Supplemental Information

Complete this part to provide additional information for responses to questions on Schedule R (see Instructions)

Identifier

Return Reference

Explanation

Schedule R (Form 990) 2011



LEHIGH VALLEY HEALTH NETWORK
AND COMPONENT ENTITIES

Combined Financial Statements
for the Years Ended June 30,2012 and 2011
and Independent Auditors’ Report




Deloitte.

1700 Market Street
Philadelphia, PA 19103-3984
USA

Tel +1 215 246 2300
Fax +1 215569 2441
www deloitte com

INDEPENDENT AUDITORS' REPORT

Board of Trustees
Lehigh Valley Health Network
Allentown, Pennsylvania

We have audited the accompanying combined statements of financial position of Lehigh Valley
Health Network and Component Entities (the “Organization”) as of June 30, 2012 and 2011, and
the related combined statements of operations, changes in net assets, and cash flows for the years
then ended These financial statements are the responsibility of the Organization’s management
Our responsibility is to express an opinion on these 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 financial statements are free of material misstatement
An audit includes consideration of internal control over financial reporting as a basis for
designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Organization’s internal control over financial
reporting Accordingly, we express no such opinion An audit also includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements, assessing the
accounting principles used and significant estimates made by management, as well as evaluating
the overall financial statement presentation We believe that our audits provide a reasonable basis
for our opinion

In our opinion, such combined financial statements present fairly, in all material respects, the
combined financial position of Lehigh Valley Health Network and Component Entities as of
June 30, 2012 and 2011, and the combined results of their operations, changes in their combined
net assets, and their combined cash flows for the years then ended in conformity with accounting
principles generally accepted in the United States of America

Deleitte R Toncke UP

October 3, 2012

Member of
Deloitte Touche Tohmatsu



Lehigh Valley Health Network and Component Entities
Combined Statements of Financial Position
June 30, 2012 and 2011
(In Thousands)

2012 2011
Assets
Current assets:
Cash and cash equinvalents $26.062 $29.795
Patient accounts receivable. net 209.002 183.142
Other accounts receivable 19.697 9.044
Inventores 16.983 15.950
Prepaids 12.487 12.377
Assets limited under bond debt service fund - curtent portion 14.984 17.353
Assets limited under primary protessional hability atrangements - curtent portion 4.790 3.066
Total curtent assets 304.005 270.727
Noncurrent assets:
Assets whose use 15 limited or restricted
Assets limited by boatd of trustees tor capital improvements 716.810 720.568
Assets limited by boaid of trustees for 1etamed excess protessional liability arrangements 17.755 16.290
Assets limited under primary protessional liability arrangements 42.637 40.270
Assets limited by management 30.632 29.924
Assets limited under bond mdenture. bond construction. debt service. and
debt service 1eserve agieements - held by tiustee 11.084 11.077
Assets restiicted by donors 139.693 141.390
Assets limited to tund deferred compensation and other habilities 39.874 39.873
Property and equipment. net 620.635 601.997
Partnership investments 10.665 15.283
Deterred tinancing costs. net and other noncurient assets 35.501 22.972
Total noncurient assets 1.665.286 1.639.644
Total assets 51,969,291 51910371
Liabilities and net assets
Current liabilities:
Accounts pavable $60.178 $42.757
Accrual for estimated thud-party paver settlements 3475 2.598
Accrued compensation 53.282 66.418
Other accrued expenses 34.562 35.310
Pension 3.154 2944
Protessional liability 4.790 3.066
Curtent portion of long-term debt 11.530 11.218
Total curtent habilities 170.971 164.311
Noncurrent liabilities:
Long-term debt. net of cutrent portion 502.276 513.537
Deferied compensation and other habilities tunded with matching assets 39.874 39.873
Pension 267.849 155.126
Protessional liability 54177 49.598
Other liabilities 37443 27.531
Total noncurtent labilities 901.619 785.665
Total habilities 1.072.590 949.976
Net assets:
Untestricted
Lehigh Vallev Health Netwotk and component entities 737.944 805.276
Noncontrolling interests n subsidiaries 19.064 13.729
Total untestricted net assets 757.008 819.005
Temporarly 1estiicted 93.252 98.868
Permanently restricted 46.441 42.522
Total net assets 896.701 960.395
Total liabilities and net assets $1.969.291 $1.910.371

See notes to combined financial statements



Lehigh Valley Health Network and Component Entities
Combined Statements of Operations
Years Ended June 30, 2012 and 2011

Patient services and supporting operations
Revenues

Net patient service 1evenue
Othet supporting operations 1evenue

Net assets released from restiictions used tor operations

Total 1evenues

Expenses
Salaries and wages
Benetits
Supplies
Purchased services
Other
Depreciation and amortization
Bad debts
Interest expense

Total expenses

Operating mcome

Other nonoperating gains and losses
Realized mvestment earnigs

Change 1n net untealized (losses) gains on swaps
Loss on retinancing ot debt
Nonoperating gaims (losses). net

Other nonoperating gains and losses. net

(In Thousands)

Revenues and gams m excess of expenses and losses before income taxes

Provision for income taxes

Revenues and gams m excess of expenses and losses attuibuted to

Leligh Vallev Health Network and component entities

Net assets teleased fiom restiictions - capital acquisitions
Contribution of long lived assets

Adjustment to funded status of pension plan

Change m noncontrolling interests

Change m net untealized (losses) on swaps

Change m net untealized (losses) gains on myestments

(Deciease) metease in untestricted net assets

See notes to combmned financial statements

(%)

2012 2011
$1.579.506 $1.482.711
36.941 35.949
1.083 5.861
1.620.530 1,524,521
688.013 619.50-
129.552 139.748
239.176 245.112
148.084 142.080
100.355 96.123
83.867 85.093
106.247 93.133
22318 23.357
1.537.612 1444152
82918 80.369
64.500 21.355
(11.459) 3.005
(309) (605)
212 (932)
52,944 25.803
135.862 106.172
(3.430) (3.889)
132432 102.283
3.270 3277
2,114 0
(148.920) 93.652
5335 9.088
(170) 0
(36.058) 83.516
(861.997) $291.816




Lehigh Valley Health Network and Component Entities
Combined Statements of Changes in Net Assets
Years Ended June 30, 2012 and 2011
(In Thousands)

Unrestricted net assets

Revenues and gams in excess of expenses and losses attiibuted to
Lehigh Vallev Health Network and component entities

Net assets released tfrom testiictions - capital acquisitions

Contibution of long lived assets

Adjustment to tunded status of pension plans

Change 1n noncontrolling interests

Change 1n net uniealized (losses) on swaps

Change 1n net untealized (losses) gains on investments

(Dectease) metease m untestricted net assets

Temporarily restricted net assets
Contuibutions

Reclassitication trom permanently restricted net assets
Increase 1n assets temporatily held i trust

Realized and untealized myestment gains. net

Net assets 1eleased from 1estiictions

(Decrease) inciease in temporarnily restricted net assets

Permanently restricted net assets
Contuibutions

Reclassitication trom temporanly restiicted & untestricted net assets
(Deciease) inciease in beneticial interest in perpetual trusts

Increase mn permanently restricted net assets
(Decrease) increase in net assets
Net assets, beginning of year
Net assets, end of period

See notes to combmed financial statements

2012 2011
$132.432 $102.283
3.270 3277
2,114 0
(148.920) 93.652
5335 9.088
(170) 0
(56.058) 83.516
(61.997) 291.816
1977 8.409
164 0
2 260
1.408 20.636

(9.467) 9.138)
(5.616) 20.187
1.193 151
185 0
(459) 1710
3919 2.161
(63.694) 3140164
960.395 646.231
$896,701 $960,395




Lehigh Valley Health Network and Component Entities
Combined Statements of Cash Flows
Years Ended June 30, 2012 and 2011
(In Thousands)

2012 2011
Cash flows from operating actiy ities:
(Decrease) mcrease m net assets ($63.694)  $314.164
Adjustments to reconcile mcrease m net assets to net cash
provided by operating activities
Depreciation and amortization 83.867 85.093
Loss on refinancing ot debt 309 605
Net realized and unrealized losses (gains) on unrestricted mvestments 7277 (94.738)
Restricted contributions received tor capital and endowments and related investment (gains) (4.810) (20.374)
Adjustment to tunded status of pension plans 148.920 (93.652)
Increase 1n capital leases obligation 242 271
Change 1n net unrealized loss (gain) on swaps 11.629 (3.003)
Provision tor bad debts 106.247 93.133
Adjustment to noncontrolling mterests due to a change n control of equity mvestee (3.420) (7.932)
Changes 1 assets and labilities
Increase 1 patient accounts receivable. net (130.124) (97.529)
Increase 1 prepaids. inventories and other current assets (11.393) (1.320)
(Increase) decrease 1n other noncurrent assets (7.023) 1.468
(Increase) decrease n mterest eamed but not received on assets
whose use 1s lmuted or restricted (147) 30
Increase (decrease) 1n accounts payable 10.386 (4.184)
(Decrease) increase n other accrued expenses (748) 6.566
Decrease 1n accrual tor estimated third party paver settlements 877 (14.933)
Decrease) mcrease in accrued compensation (13.136) 4.6135
(Decrease) mcrease m pension liability (35.987) 19.993
Increase 1n professional liability 6.303 4262
Increase n deterred compensation and other liabilities funded with matching assets.
and other habilities 1.746 10.849
Net cash provided by operating activities 107.319 203.384
Cash flows from iny esting activities:
Purchases of property and equipment (8+4.509) (72.138)
Acquisition of investment mn partnerships (9.813) 0
Purchases of investments (1.169.232) (1.402.470)
Proceeds trom sales of mvestments 1.162.630 1,278,985
Net cash used n mvesting activities (100.924)  (195.643)
Cash flows from financing actiy ities:
Proceeds trom 1ssuance of long-term debt 7512 27.720
Pavment of tinancing costs (274 (400)
Repayvment ot debt (18.762) (37.796)
Proceeds trom restricted contributions for capital and endowments 1.396 900
Net cash used 1n tinancmg activities (10.128) (9.576)
Net decrease 1n cash and cash equivalents (3.733) (1.833)
Cash and cash equivalents. beginning ot vear 29.795 31.630
Cash and cash equivalents. end ot vear 326,062 $29.795
Supplemental cash flow information:
Cash paid for interest $20.070 $21.520
Cash paid for mcome taxes $1.408 $2.741
Non-cash mcrease m capital lease obligation $242 $271
Amounts accrued tor purchase of property and equipment 1n excess of amounts paid $8.476 $2 440

See notes to combined financial statements
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LEHIGH VALLEY HEALTH NETWORK
AND COMPONENT ENTITIES

NOTES TO COMBINED FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30. 2012 AND 2011 (AMOUNTS IN THOUSANDS OF DOLLARS)

I  ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization
Lehigh Valley Health Network ("LVHN™) 1s a not-for-profit 501(c)(3) corporation that controls related organizations in a

health care delivery network providing a wide array of health care services and products to the Lehigh Valley and
surrounding communties 1 Pennsy vania The combined financial statements of Lelugh Valley Health Network and
Component Entities (the “Orgamization™) at June 30, 2012 and 2011 include the accounts of the follow ing entities

Entity Name Income Tax Status
Lehigh Valley Hospital ("LVH") Exempt-301(c)3
Lehigh Valley Hospital - Muhlenberg ("L VHM") Exempt-501(c)3
Lehigh Valley Health Network ("L VHN") Exempt-501(c)3
Lehigh Valley Phy sician Group ("LVPG") Exempt-501(c)3
Muhlenberg Realts Corporation ("MRC") Exempt-301(c)3
Health Network Laboratories. L P ("HNL") - 97% owned by LVHN Non-exempt
Health Network Laboratories. LLC Non-exempt
Lehigh Valley Health Services. Ine ("LVHS") Non-exempt
Spectrum Administrators. Inc Non-exempt
Spectrum Health Ventures. Inc Non-exempt
L VHN Reciprocal Risk Retention Group ("RRG") Non-exempt
Lehigh Valley Health Network Realts Holding Company. Inc ("L VHNRHC") Exempt-501(c)2
Westgate Protessional Center. Inc ("Westgate") Non-exempt
Lehigh Valley Anesthesia Services. PC ("LVAS") Non-exempt
Lehigh Valley Physician Hospital Organization ("L VPHO") - 50% owned by LVHN Non-exempt
Lehigh Magnetic Imaging Center ("LMIC") - 77% owned by LVHN Non-exempt

All significant intercompany balances and transactions have been elinunated The Orgamization owned 77% of
Fairgrounds Surgical Center at June 30. 2011 Fairgrounds Surgical Center became 100% owned by Lehigh Valley
Hospatal effective November 1. 2011

On Apnl 3. 2012 the Orgamization acquired an additional 33 18% of limited partnership interest in Lelugh Magnetic
Imaging Center ("LMIC™). giving the Orgamzation a total of 76 51% ownershup interest 1n the entity  The acquisition was
accounted for as a business combination The allocation of the purchase price to the assets acquired was based on therr fair
values as of the acquisition date. with the amount of $7.092 exceeding fair value recorded as goodwill Goodw 1ll largely
represents sy nergies resulting from the business combination and has been recorded 1n the Combined Statements of
Financial Position 1n other noncurrent assets The Organization has recorded 1n the Combined Statements of Financial
Position. the fair value as of the acquisition date for property and equipment of $10.636. other assets of $4.702. and current
liabilities of $799 The fair value of plant and equipment was quantified primanly using a market approach. by analy zing
recent sales or offerings of comparable property consistent with assumptions market participants would use

Prior to the acquisition date. the Organization accounted for 1ts 43 33%interest in LMIC as an equity method 1nv estment
The acquisition date fair value of the previously held equity interest was valued at $6.308 A gain of $2.064 has been
recorded as a result of revaluing the previously held equity interest to fair value as of the acquisition date  This gain 1s
recorded 1n the Combined Statements of Operations 1n Nonoperating gains (losses). net

Basis of Accounting
The combined financial statements hay ¢ been prepared on the accrual basis of accounting in confornuty with accounting

principles generally accepted in the United States of America and 1n accordance with the American Institute of Certified
Public Accountants™ Audit and Accounting Guide. Health Care Entities, and other pronouncements applicable to not-for-
profit healthcare organizations The Organization evaluated subsequent ey ents through October 3. 2012, the date the
financial statements were 1ssued. and determined there were no subsequent events requiring disclosure



ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Use of Estimates

The preparation of combined financial statements 1n conformmuty with accounting principles generally accepted in the
United States of America requires management to make estumates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date of the combined financial statements and
the reported amounts of revenues and expenses during the reporting period  Actual results could differ from those
estimates Significant estumates include the bad debts reser e. contractual allowances. estimated amounts due to third party
payers. professional liabilities. liabilities for pension and other benefits. swaps. alternatiy e 1y estments. and asset
retitrement obligations

Trusts

The Orgamization 1s the beneficiary 1n perpetuity of income earned on certain perpetual irrey ocable trusts. the funds of
which are maintained and adnunistered by independent trustees. and are recogmzed at the Orgamization's share of the
estimated fair value of the related trust assets and are included 1n Assets restricted by donors The Organization’s share of
mcome earned on these trusts 1s unrestricted

Cash and Cash Equn alents

Cash and cash equiv alents include highly liquid 1m estments purchased with an mitial matunity of three months or less.
excluding amounts included 1n assets whose use 1s lumited or restricted At June 30. 2012 and 2011. the Orgamzation had
cash balances at financial institutions that exceeded federal depository insurance linuts Management beliey es that credit
risk related to these deposits 1s numimal Cash and Cash equrvalents are carried at cost. which approximate fair value

Imv entories
Inventories are stated at the lower of first-in. first-out cost or market

Temporarily and Permanently Restricted Net Assets

Temporarily restricted net assets are those whose use by the Organization has been limited by donors to a specific tume
pertod or purpose Permanently restricted net assets hav e been restricted by donors to be maintained by the Organization or
outside trustees 1n perpetuity

Income Taxes

The Orgamization’s for-profit components. wluch are subject to income taxes. recognize deferred tax assets and lhabilities
for the future tax impact of temporany differences between amounts recorded 1n the financial statements and their
respectiy e tax bases and the future benefit of utilizing net operating loss carry forw ards

Donor Restricted Gifts

Unconditional pronuses to g e cash and other assets are reported at fair value at the date the promuse 1s recered. which 1s
then treated as cost The gifts are reported as erther temporarily or permanently restricted support if they are recerved with
donor stipulations that linut the use of the donated assets When a donor restriction expires. that 1s. when a stipulated time
restriction ends or purpose restriction 1s accomplished. temporarily restricted net assets are reclassified as unrestricted net
assets and reported 1n the statement of operations as net assets released from restriction In the absence of donor
spectfication that im estment income on donated funds be restricted. such income 1s reported as realized 1nv estment
earmungs of unrestricted net assets

Property and Equipment

Property and equipment 1s stated at cost. or 1n the case of donated items. at the fair market value at the date of the gift
Depreciation 1s recorded over the estumated useful 1y es of assets. as indicated 1n the table below . using the straight-line
method

Lives
Land mmprov ements 2-25vears
Buildings and building equipment 5 - 40 vears
Frned and major movable equipment 2 - 20 vears

Assets under capital lease are amortized on the straight-line method over the shorter period of the lease term or the
estimated useful life of the assets Such amortization 1s included 1n depreciation and amortization 1n the Combined
Statements of Operations Interest costs. net of related interest earmings. imcurred on related funds acquired through the
1ssuance of tax-exempt bonds 1s capitalized during the period of construction of capital assets as a component of the cost of
acquuring those assets No interest costs were capitalized for the y ears ended June 30. 2012 and 2011 Leasehold
mmprovements and softw are licenses are amortized o er the shorter of their useful I es or the term of the lease using the



ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment (continued)

straight-line method The cost of assets and the related accumulated depreciation are remov ed from the records upon
retirement or other disposition and any gain or loss 1s included 1n the Combined Statements of Operations

Asset Retirement Obligations

The Orgamization recogmizes the fair value of a liability for legal obligations associated with conditional asset retirement
obligations (“ARO’s™) 1n the period 1 w huch the liability 1s incurred ARO’s are accreted to their present value at the end
of each reporting period The associated estunated asset retirement costs are capitalized as part of the carry ing amount of
the long-Iv ed asset and depreciated over 1ts useful life ARO’s are adjusted each year for any liabilities incurred or settled
during the period. accretion expense. and any revisions made to the estimated cash flows The Organization has identified
ARO’s related to the legally required remediation of asbestos existing within the Organization's facilities While all
hazardous materials within the Orgamization’s facilities are currently contained and meet existing safety standards. the
capitalized asset and lability recorded relate to the eventual remediation and remon al that 1s legally required upon the
ultumate repatr. renov ation. or demolition of facilities containung the hazardous materials ARO habilities recorded at June
30.2012 and 2011 were $4.975 and $4.946. respectively

Long-Lived Assets

The Orgamization assesses the recoy erability of its long-Iived assets whenev er events or changes 1n circumstances indicate
that the carry ing value of an asset may not be recoverable Recoverability 1s based on the estimated fair value of the asset
measured using the estimated future cash flows expected to result from the use of the assets and their eventual disposal

Deferred Financing Costs

Deferred financing costs. principally legal fees and bond 1ssuance costs. are amortized over the period of financing  Gross
deferred financing costs June 30. 2012 and 2011 were $15.346 and $16.132 respectively  Accumulated amortization of
deferred financing costs was $3.944 and $3.905 at June 30. 2012 and 2011. respectryely

Partnership Iny estments

Partnershup v estments. primarily joint venture v estments. are accounted for at the lower of cost or market for

1y estments 1n whuch the Organization does not have the ability to exercise significant influence Partnership iny estments
i which the Organization has the ability to exercise significant influence are accounted for under the equity method of
accounting

Pledges
Pledges. less an allowance for uncollectible amounts. are recorded as recen ables in the year made Pledges are reported as
additions to erther temporarly or permanently restricted net assets at their present value

Estimated Third-Party Pay er Settlements

The Orgamzation has agreements with third party payers that provide for pay ments at amounts different than our
established rates Pay ment arrangements include primarily prospectinely deternuned rates per discharge. per visit. and per
diem pay ments and to a lesser extent. retmbursed costs at discounted charges

Noncontrolling Interests in Subsidiaries

The Combined Statements of Financial Position include noncontrolling interests that relate to the portion of subsidiaries
that are not owned by the Orgamization Simuilarly . the Combined Statements of Operations include noncontrolling
mterests that reflect amounts not attributable to the Orgamization. which are recorded as a component of Nonoperating
gains (losses). net

Combined Statements of Operations

For purposes of display . transactions deemed to be ongoing. major or central to the provision of health care ser 1ces are
reported as revenue and expenses from Patient ser ices and supporting operations Peripheral or incidental transactions are
reported as Other nonoperating gains and losses

Patient services and supporting operations revenues and expenses are those revenues and expenses directly related to the
provision of patient care and community wellness and education Other nonoperating gains and losses includes Realized
v estment earmings. Change 1n net unrealized (losses) gains on swaps. Loss on refinancing of debt. and Nonoperating
gains (losses). net



ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Performance Indicator

In the Combined Statements of Operations. the primary indicator of the Organization’s results 1s Revenues and gains in
excess of expenses and losses Changes i unrestricted net assets that are excluded from the performance indicator.
consistent with industry practice. include Net assets released from restrictions — capital acquisitions. Contribution of long
Inned assets. Adjustment to funded status of pension plan. Change 1n noncontrolling interests. Change 1n net unrealized
(losses) on swaps. and Change 1n net unrealized (losses) gains on 1nv estments (except for declines 1n fair value that are
deternuned by management to be other-than-temporary . which are reported as realized i estment losses)

Net Patient Sen ice Revenue

Net patient sen 1ce revenue 1s reported at the estimated net realizable amount from patients. third-party payers and others
for sen 1ces rendered. including estimated retroactiy ¢ adjustments under reimbursement agreements w ith third-party

pavers Retroactiy ¢ adjustments are recorded on an estimated basis 1n the period the related ser ices are rendered or when
known by the Orgamization and adjusted 1n future periods as final settlements are determined Laws and regulations
governing the Medicare and Medicaid programs are complex and subject to interpretation As a result. there 1s a reasonable
possibility that recorded estimates will change by a material amount 1n the near term Changes 1n prior y ear estimates
increased net patient sery ice revenue by $13.484 and $14.424 1n the fiscal years ended June 30. 2012 and 2011,
respectnely

Other Supporting Operations Revenue
Other supporting operations revenue primarily mcludes revenue from grant contracts. property rental. partnershup revenue
and unrestricted contributions

Patient Accounts Recenable

Patient Accounts recers able for which the Organization recen es pay ment under cost reimbursement. prospectn e pay ment
formulas or negotiated rates. which cover the majority of patient serv1ces. are stated at the estimated net amounts

recen able from pay ers. which are generally less than the established billing rates of the Orgamization Patient accounts
recen able 1s reported at its net realizable value and includes resen es for bad debts of $135.085 and $112.924 at June 30.
2012 and 2011. respectively Bad debts resen es are estimated based on the Organization's belief that a patient has the
ability to pay for services but pay ment 1s not expected to be recerved The reser e for bad debts 1s based on management's
assessment of lustorical and expected collections. business economic conditions. trends 1n health care coverage. and other
collection indicators Accounts recen able are written off against the resen e for bad debts when management determines
that recovery 1s unlikely and the Organization ceases collection efforts

Concentrations of Credit Risk
The Orgamization grants credit without collateral to 1ts patients. most of who are local residents and are insured under third-
party paver agreements The mux of net recers ables from patients and third-party payers was as follows at June 30

2012 2011
Medicare 19% 20%
Blue Cross/Blue Shield 18% 18%
Independence Blue Cross & Valley Preferred 15% 17%
Commercial. Auto & Workers Compensation 12% 12%
Medicare & Medicaid Managed Care 12% 13%
Medicaid 10% 11%
Self Pay 4% 9%
Total 100% 100%

Estumated Medical Malpractice Costs

The Orgamization uses a combination of commercial insurance and self-insurance arrangements to proyide for medical
malpractice costs The self-insured arrangements include actuarially determuined estimates of the ultimate costs for both
reported claims and claims incurred but not reported (IBNR) and include the primary lay er provided through the RRG. and
the self-insured excess layer The Medical Care Availability and Reduction of Error (MCARE) lay er provides coyerage
between the self-insured primary layer and the self-insured excess layer and 1s provided by the Pennsy Iv ania Insurance
Department funded through direct assessments Commercial msurance 1s used to provide additional excess coverage
beyond the self-insured excess layer
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ORGANIZATION AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Estimated Medical Malpractice Costs (continued)

The June 30. 2012 and 2011 financial statements include actuarially determined self-insured medical malpractice expenses
of $8.757 and $9.503. respecti ely . and are reported as Other expense 1n the Combined Statements of Operations
Corresponding resen es are reported as current and non-current Professional liability 1n the Combined Statements of
Financial Position Commercial excess msurance expense and MCARE assessments were $4.726 and $5.431 as of June 30.
2012 and 2011. respectively . and were recorded 1n Other expense 1n the Combined Statements of Operations

Assets Whose Use 1s Lumited

Im estments 1n equity securities with readily deternunable fair values and all 1y estments 1n debt securities are reported at
fair value 1n the Combined Statements of Financial Position The Organization also 1y ests 1n a dn ersified program of
alternatry ¢ i estment funds These 1m estments utilize a “fund of funds™ approach resulting 1n div ersified multistrategy .
multimanager iy estments Certain iy estments include liquidation restrictions of 30 to 70 days notice prior to withdrawal
The Orgamization reports these 1m estments at fair value

Im estment income or loss (1ncluding realized gains and losses on 1y estments. nterest and dividends) 1s reported as
Realized 1nvestment earmings unless the income or loss 1s restricted by donor or law. 1 which case 1m estment mncome or
loss 1s recorded as a component of Temporarily restricted net assets Unrealized gains and losses on 1y estments are
excluded from Revenues and gains 1n excess of expenses and losses but are reported as increases or decreases in
Unrestricted net assets unless the income or loss 1s restricted by donor or law. 1n which case iy estment income or loss 1s
recorded as a component of Temporarily restricted net assets

Im estments. 1n general. are exposed to various risks such as interest rate. credit and overall market volatility  As such. 1t 1s
reasonably possible that changes 1n the value of 1m estments will occur 1n the near term and that such changes could
materially affect the amounts reported 1n the combined financial statements

Assets whose use 1s linuted includes (1) assets set aside by the Board of Trustees (the “Board™) for future purposes over
which the Board retains control and may at its discretion subsequently use for capital improy ements. (2) assets limuted by
the Board for retained excess professional liability arrangements. (3) assets limited under primary professional liability
arrangements. (4) assets internally designated by management for various purposes and (5) assets limited to fund deferred
compensation and other habilities

In addition. Assets whose use 1s limuted also includes Assets limited under bond indenture. bond construction. debt service
funds. and debt sen 1ce resen e funds. related to the Orgamization’s outstanding tax exempt bonds (see note 3) Bond
construction funds are held by a trustee and are established to hold bond proceeds until the Orgamization has incurred
caputal expenditures 1n accordance w 1th the allowable uses of 1ssued bonds The Orgamization 1s required to fund to a
trustee 1ts scheduled monthly and senu-annual (January 1 and July 1) debt ser 1ce payments 1-15 day s 1n ady ance of the
payment dates This funding 1s reflected in the Combined Statements of Financial Position in the Current assets section
reported as Assets linuted under bond debt service fund For certain outstanding bond 1ssues. the Organization 1s required
to maintain debt ser ice resen e funds with a trustee These funds are available to pay debt service in the event the
Organization fails to make such pay ments
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2 ASSETS WHOSE USE IS LIMITED OR RESTRICTED AND PARTNERSHIP INVESTAENTS
Investments cartied primanily at fan value and other assets carried at cost at June 30. 2012 and 2011 are summarized as follows

Pledges receivable

U'S government Equity investments  perpetual trust &
Short-term agenctes and Corporate Mark etable equity n other Accrued
1 estments authorities bonds securities (C) partnerships 1y estments (4) interest Total
2012

Assets limited under bond debt sen ice fund-curtent portion $14.984 $0 $0 $0 $0 $0 $0 $14.984
Assets limited under prumary protessional liability arrangements - cunient portion 327 1.833 1.198 1.417 0 0 15 4.790
Assets limited by board of trustees for capital improyements 64713 205.025 124.107 321410 0 0 1.555 716.810
Assets limited by board of trustees for retamed excess professional liability arrangements 1.640 1.865 3.150 8.061 0 0 39 17.755
Assets limited under primary protessional liability arrangements 2.996 15912 10.401 13.200 0 0 128 42,637
Assets limited by management (B) 1.755 3.269 21535 14.950 0 8.477 26 30.632
Assets limited under bond identure. bond construction. debt service. and

debt service resen e agreements - held by trustee 11.084 0 0 0 0 0 0 11.084
Assets restricted by donors 9.952 16.740 11.980 85.301 0 15.586 134 139.693
Partnership v estments 0 0 0 0 10.665 0 0 10.665
Assets limited to tund deferred compensation and other liabilities 3.499 6.626 3.592 21.615 0 2,478 64 39.874
Total Investments $110.950 3254270 3158583 3465954 $10.665 326,541 31,961 $1,028,921

2011

Assets limited under bond debt sen ice fund-curtent portion $17.353 $0 $0 $0 $0 $0 $0 $17.353
Assets limited under prumary protessional liability arrangements - curient portion 238 1.253 727 837 0 0 11 3.066
Assets limited by board of trustees for capital improyements 64714 154.210 101.050 399.224 0 0 1.370 720.568
Assets limited by board of trustees for retamed excess professional liability arrangements 1.489 3.288 2345 9.136 0 0 32 16.290
Assets limited under primary protessional liability arrangements 3.292 13.994 8.437 14424 0 0 123 40.270
Assets limited by management (B) 1.722 3.092 1.843 14763 0 8.477 27 29.924
Assets limited under bond identure. bond construction. debt service. and

debt service resen e agreements - held by trustee 11.077 0 0 0 0 0 0 11.077
Assets restricted by donors 11.676 22.982 14,457 71911 0 14.167 197 141.390
Partnership v estments 0 0 0 0 15.283 0 0 15.283
Assets limited to tund deferred compensation and other liabilities 3.048 hNEX 4.597 24.839 0 2192 54 39.873
Total Investments $111.609 $203,962 3133456 3541134 315,283 321836 31,811 $1.035,094

() Includes $6.635 and $7.114 1epresenting the Organization's mterest in certain perpetual trusts stated at net present value at June 30. 2012 and 2011. respectnely (see Note 1) Includes $6.456 and $4.588 of pledges
recen able at June 30. 2012 and 2011. respectnnely (see Note 14) Includes other iy estments. primanly cash surtender value of life msurance. of $4.130 and $3.834 at June 30. 2012 and 2011. respectn ely.
Includes an unrestricted gift of land valued at $8.250 at June 30. 2012 and 2011 Includes $1.050 representing LVH's remaining nterest in the Elsa K Fann Trust at June 30. 2012 and 2011 respectively

(B) Assets limited by management are primarily unspent uniestricted gift proceeds v ested until used. and the unrestiicted gift of land desciibed i note (4) above

(C) Includes $89.694 and $90.497 i alternatin e my estments at June 30. 2012 and 2011. respectnnely Because alternatin e my estments are not readily marhetable. the estimated faun value 15 subject to uncertainty
and. therefore. may differ from the fan value that would hav e been used had a ready matket existed. and such ditferences could be material (see Note 13)
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2 ASSETS WHOSE USE IS LIMITED OR RESTRICTED AND PARTNERSHIP AND OTHER INVESTMENTS (continued)

The following schedule summarizes the 1y estment earnings and 1ts classification i the Combined Statements of
Operations and Combined Statements of Changes in Net Assets for the y ears ended June 30

2012 2011

Income
Intetest and dividend income $17.887 §$15.122
Net 1ealized gains on mvestments 56367 14337
Net untealized (losses) gains on mnvestments (64.404)  98.868
Total $9.850 $128.527

Reported as tollows
Combined Statements of Operations

Other nonoperating gams and losses - Realized investment earnings $64.500  $24.355

Change 1n net uniealized (losses) gains on mvestments (36.058) 83.516
Combined Statements of Changes i Net Assets

Temporarly 1estricted net assets - Realized and untealized mvestment gains. net 1408  20.656
Total 9,850 $128,527

Other Than Temporary Impairment

The Orgamization recognizes other than temporary 1impairment on equity securities when (1) in management's judgment.
a decline 1n value 1s not temporary or (2) when the Orgamization. through 1t’s 1 estment managers. has made a decision
to sell the equity security at an amount below 1ts carry ing value. or (3) when the Orgamization deternunes 1t does not have
the ability and intent to hold an 1 estment for a sufficient period of tume for a recovery of fair value

The Orgamization ey aluates other than temporary imparrment on debt secunties by determining (1) 1f the Organization
has the ntent to sell the debt security or (2) if 1t 1s more likely than not that the Organization will be required to sell the
debt security before 1ts anticipated recovery. and (3) assessing w hether a credit loss exists. that 1s. where the Orgamization
beliey es that the present value of the cash flows expected to be collected from the security are less than the amortized cost
basis of the security

When an other than temporary impairment 1s recogmzed. the security 1s written dow n to fair value as the new cost basis.
and the amount of the write-down 1s recorded as a realized loss

During fiscal years 2012 and 2011. assessments of other than temporary umpairment were performed on each security held
by the Orgamization Factors considered in deternuning whether an other than temporary impairment existed included the
financial condition. business prospects and creditw orthiness of the 1ssuer. and the length of tume and extent to w hich fair
value had been less than cost for equity securities or amortized cost for fixed income securities

The other-than-temporary 1mpairment losses recorded as of June 30. 2012 and 2011 were $+4.787 and $3.143. respectnvely
These losses are reported 1n Realized 1 estment earnings 1n the Combined Statements of Operations

In addition to the aboy . certain other 1nv estments had fair values below cost at June 30. 2012 and 2011 but were
determuned to not be other-than-temporanly umpaired due to the Organization’s ability and intent to hold the securities
until recovery of fair value The following table presents the unrealized losses and fair value of these 1y estments.
aggregated by mvestment category and length of time indiv idual securities hav e been 1n a continuous unrealized loss

position
Less than 12 months  Greater than 12 months Total
Far Unrealized Far Unrealized Far Unrealized
Value loss Value loss Value loss
2012
Marketable equity securities $25338  ($3.890) $103.206  ($15.855)  $1280604  ($19.745)
2011
Marketable equity securities $25.001 ($254) $96.540 ($981)  $121.541 ($1.235)
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2 ASSETS WHOSE USE IS LIMITED OR RESTRICTED AND PARTNERSHIP AND OTHER INVESTMENTS (continued)

Other Than Temporary Impairment (continued)

The unrealized losses on 1ny estments 1 marketable equity securities were caused by a combination of economuc. industry .
and company factors The Orgamization’s marketable equity securities portfolios are dversified The nature of a
dnversified portfolio 1s that at any point in tume some holdings are reasonably expected to reflect market losses Since the
declines 1n market value of equity securnties are not considered severe 1n nature on a security by security basis. the
financial condition and near term prospects of the issuer are not 1n question. and the Organization has the ability and
mtent to hold to recovery. the Orgamzation does not consider those 1y estments to be other than temporarly 1mpaired at
June 30. 2012 and 2011

3 LONG-TERM DEBT

Long-term debt consists of the following at June 30 2012 2011

Hospital Revenue Bonds. Series ot 1994
(net of unamortized bond discount ot $4 and $5 at June 30,2012
and June 30. 2011, respectively ) at a fixed rate of 7 000% due m various
amounts through July 1.2016 $6.206 $7214

Hospital Revenue Bonds. Series A of 2001
(net of unamortized bond discount ot $0 and $23 at June 30.2012
and June 30.2011. respectivelv ) at fixed rates ranging trom <4 800% to 5 00% due
1n various amounts through Julv 1. 2015 These bonds were retinanced with the 1ssuance
of the Hospital Revenue Bonds. Series A ot 2012 (see below) 0 8.842

Hospital Revenue Bonds. Series B ot 2001
(net of unamortized bond discount of $153 and $161 at June 30.2012
and June 30.2011. respectively ) at fixed rates ranging trom 4 250% to 5 375% due
1n various amounts through Julv 1.2031  Subsequent to June 3(). 2012. a portion of these 27242 28.029
bonds were refinanced with the 1ssuance ot the Hospital Revenue Bonds. Series A of
2012 (see below)

Hospital Revenue Bonds. Series A of 2003
(net of unamortized bond discount of $445 and $466 at June 30.2012
and June 30.2011. respectively ) at fixed rates ranging tfrom 3 000% to 5 230% due
1n various amounts through Julv 1.2033 60.380) 60.359

Hospital Revenue Bonds. Series A of 2003
At variable rates of mterest (0 167% at June 30. 2012) due m various
amounts through Julyv 1. 2025 These bonds are privately held and the nterest
rate 1s mdexed and resets on a monthly basis  See Page 14 "Swap Agreements” 49.850 51.250

Hospital Revenue Bonds. Series B ot 2003
At a tined rate of 5 000% due 1n vartous amounts through July 1. 2033 81.000 81.000

Hospital Revenue Bonds. Series A of 2008
(net of unamortized bond premium of $304 and $315 at June 30. 2012
and June 30.2011. respectively ) at fixed rates ranging tfrom 4 000% to 5 000% due
1n various amounts through Julv 1.2038 69.024 70.201

Hospital Revenue Bonds. Series B ot 2008
At variable rates of mterest (0 167% at June 30. 2012) due m various
amounts through Julyv 1. 2028 These bonds are privately held and the nterest
rate 1s mdexed and resets on a montly basis  See Page 14 "Swap Agreements” 88.235 90.775

Hospital Revenue Bonds. Series C ot 2008
At variable rates of mterest (0 176% at June 30. 2012) due m various
amounts through July 1.2029 These bonds reprice daily 58.790 59.030

Hospital Revenue Bonds. Series A of 2011
At variable rates of mterest (0 167% at June 30. 2012) due m various
amounts through July 1.2029 These bonds reprice daily 25.755 27.720

Hospital Revenue Bonds. Series A ot 2012
At variable rates of mterest (0 183% at June 30. 2012) due m various
amounts through July 1. 2021 These bonds are privately held and the nterest
rate 1s mdexed and resets on a monthly basis  See Page 14 "Swap Agreements” 7512 0
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3 LONG-TERM DEBT (continued)

2012 2011

Caprtal Lease Liability on parking deck and The Center for Advanced Health Care MOB

located on LVH campus at Cedar Crest & [78 Payable in monthly mnstallments

through February 2027 with subsequent renewal options 34.605 34.363
Mortgage liability to Firstrust Bank on property located at 2649 Schoenerssille Rd .

Bethlehem. PA containing a medical office building on the LVHM campus

At a fixed rate of 5 5% with monthly payments of $37 through March 2016 $5.189 $5.337
Other long-term debt 18 575
Subtotal (net of unamortized bond discount of $298 and $340 at June 30. 2012 513.806 524.755
and June 30, 2011, respectiiely)
Less current maturities (11.530) (11.218)
Total long-term debt $502.276 $513.537

Maturities of Long-Term Debt
Scheduled principal maturities on long-term debt (excluding capital lease obligations) for the next five fiscal years and
thereafter are as follows

2013 $11.530
2014 12.226
2015 12.680
2016 17.721
2017 13.595
Thereafter 411.747
Total principal for long-term debt $479.499

Long-Term Debt — Authonty Bond Issues

LVHN. LVH. and LVHM (the “Obligated Group™) hay ¢ borrowed funds through revenue bonds 1ssued by the Lelugh
County General Purpose Authority (the ~Authority *) The proceeds were used 1n part to finance certain facilities of the
Obligated Group The bonds are secured by a pledge of revenue of the Obligated Group For accounting purposes. the
revenue bonds are treated as though they are the debt of the entity which recerved the proceeds

Swap Agreements

The Orgamization has hedged its long term exposure to nising interest rates on portions of 1ts varniable rate debt through the
participation 1n interest rate swaps As of June 30. 2012, interest rate swap agreements with external counter parties were
n place on the Series A of 2005 Bonds (the “2005 Swap™). the Series B of 2008 Bonds (the “2006 Swaps™). and Series A
of 2012 (the 2012 Swap™) bonds These mterest rate swaps effectively com ert these vanable rate bonds to a fixed rate
The swaps carry a fair value based on long term interest rates and are further described 1n the table below

Liability Dernvatives

Fau Value

Dern atin es not designated as hedgmg nstruments Combmed Statements of Financial Posttion - location 2012 2011

Interest 1ate contracts - 2005 Swap Other Labiities $9.280  $5.103

Interest 1ate contracts - 2006 Swaps Other Labiities 17.358 10076

Total dern atn es not designated as hedgng mstruments $26,638  §15.179
Dern atives designated as hedgmg nstiuments

Interest 1ate contiacts - 2012 Swaps Other Labiities $170 p0)

Total dern atn es $26,808 $15,179

For the years ended June 30. 2012 and 201 1. the 2005 and 2006 Swaps were determined to be meffectn ¢ hedges for
accounting purposes and as a result did not qualify for hedge accounting treatment Consequently . changes in the swaps
fair values are reported as a component of Other nonoperating gains and losses The 2012 Swaps are considered to be
effective hedges and qualifs for hedge accounting treatment w here all changes 1n the swaps’ fair values are reported
below Revenues and gains 1n excess of expenses and losses
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LONG-TERM DEBT (continued)

Swap Agreements (continued)

The below table presents the unrealized gains and losses on the 2005. 2006. and 2012 swap dern atrves within the
Combined Statements of Operations as of June 30. 2012 and 2011, respectn ely
Amount of unrealized
(losses) gams

1 GCOglllZGd mn

Dem ativ es not designated as hedaing instruments Location of losses on meffectn e portion 2012 2011
Interest 1ate contracts - 2005 Swap Other nonoperating gams and losses - Change m net ($4.177) $1,056
unrealized (losses) gams on swaps
Interest 1ate contracts - 2006 Swaps Other nonoperating gams and losses - Change m net (7.282) 1,949

unrealized (losses) gams on swaps

Total dern atines not designated as hedging mstruments (811.459) 3,005
Dem atnn es designated as hedging mstruments Location of losses on effectn e portion

Interest rate contracts - 2012 Swaps Change m net unrealized losses on swaps ($170) $0

Total dernvatnes ($11,629) 3,005

In addition to the above. the 2005, 2006. and 2012 interest rate swaps also 1mpose collateralization requirements on both
parties 1if certamn conditions occur Collateralization for the 2005, 2006. or 2012 swaps was not required as of June 30,
2012 and 2011

For the 2005 and 2006 swaps where Merrill Ly nch 1s the counter party no collateralization 1s required as long as LVHN
maintains its current credit rating of Al (Moody 's) and A+ (S & P). regardless of the market value of the swaps In
addition. a change 1n the credit ratings of LVHN will trigger increasing or decreasing alternate collateral thresholds For
example. if LVHN's credit rating drops one notch to A2/A. a combined threshold of negatine $135 nullion would actry ate
Should the combined market value of both swaps drop below the combined threshold. the difference between the market
value and threshold would need to be established as collateral

For the 2006 swap where Goldman Sachs 1s the counter party a $10 million collateral threshold 1s 1n place as long as
LVHN maintains 1ts current credit rating of Al (Moods 's) and A+ (S & P) Should the market value of the swap drop
below negative $10 nullion. the difference between the market value and threshold would need to be established as
collateral In addition. a change 1n the credit ratings of LVHN will trigger alternate collateral thresholds For example a
credit rating drop to A2/A lowers the collateral threshold to $7M for wluch a swap market value less than the $7 nullion
would requure collateralization by the difference betw een the market value and the threshold

For the 2012 A and B swaps where JPMorgan 1s the counter party a combined $5 million collateral threshold 1s 1n place as
long as LVHN maintains 1ts current credit rating of Al (Moodsy 's) and A+ (S & P) Should the combined market v alue of
the 2012 A and B swaps drop below negative $5 nullion the difference between the indrividual market values and
corresponding thresholds would need to be established as collateral In addition. a change n the credit ratings of LVHN
will trigger increasing or decreasing alternate collateral thresholds

As of June 30. 2012 the 2005 and 2006 swaps where Merrill Ly nch 1s the counter party had negativ ¢ market values of

$9 2 nullion and $8 7 mullion respectiy ely . and the 2006 swap where Goldman Sachs 1s the counter party had a market
value of negative $8 7 nullion. and the 2012 Swaps where JPMorgan 1s the counterpart had negatiy ¢ market v alues of $46
and $124 for the 2012A and 2012B. respectively  Accordingly collateralization for the 2005. 2006. and 2012 swaps was
not required as of June 30. 2012

Issuance of Tax exempt Bonds — Series A of 2011

In Aprl 2011. the Obligated Group 1ssued $27.720 1n variable rate Hospital Revenue Bonds. Series A of 2011 to
refinance $9.240 1n fixed rate Hospital Revenue Bonds Series A of 1996. and $18.240 1n fixed rate Hospital Revenue
Bonds Series A of 1999. and to pay costs of 1ssuance of $240 In accordance with accounting standards for modification
or extinguishment of debt the refinancing was determined to represent an extinguishment of the 1996 and 1999 Series A
Bonds A loss on refinancing of $605 w as recorded and 1s reported as “Loss on refinancing of debt™ within Other
nonoperating gains and losses 1n 2011

—
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LONG-TERM DEBT (continued)

Restructure of Tax-Exempt Bonds — Series A of 2003

In April 2011. the Obligated Group restructured $51.250 1n varable rate Hospital Revenue Bonds. Series A of 2005 by
com erting the iterest mode from vanable rate demand bonds to variable index rate bonds In accordance with
accounting standards for modification or extingumishment of debt the refinancing was determined to represent a
modification of the debt instrument and therefore no loss on refinancing was recorded

Restructure of Tax-Exempt Bonds — Series B of 2008

In April 2011. the Obligated Group restructured $90.775 1n vanable rate Hospital Revenue Bonds. Series B of 2008 by
com erting the iterest mode from v anable rate demand bonds to variable index rate bonds In accordance with
accounting standards for modification or extingumishment of debt the refinancing was determined to represent a
modification of the debt instrument and therefore no loss on refinancing was recorded

Issuance of Tax-Exempt Bonds — Series A of 2012

In February 2012. the Obligated Group 1ssued $7.512 1n varable rate Hospital Revenue Bonds. Series A of 2012 to
refinance $7.2535 of fixed rate Hospital Revenue Bonds. Series 01 A and pay for cost of 1ssuance fees of $334 A loss on
refinancing of $309 was recorded and 1s reported as “Loss on refinancing of debt™ within Other nonoperating gains and
losses 1n 2012 The Obligated Group 1ssued an additional $10.905 1n v anable rate Hospital Reyvenue Bonds. Series A of
2012. on July 2. 2012 to refinance $10.905 of fixed rate Hospital Revenue Bonds. Series 01B A loss on refinancing of
$547 will be recorded in FY'13

Issuance of Tax-Exempt Bonds — Series C of 2008

In June 2012. the Obligated Group restructured $38.790 1n varable rate Hospital Revenue Bonds. Series C of 2008 by
com erting the iterest mode from vanable rate demand bonds to variable index rate bonds In accordance with
accounting standards for modification or extingumishment of debt the refinancing was determined to represent a
modification of the debt instrument and therefore no loss on refinancing was recorded

Caputal Lease
In August 2005 LVH entered nto a lease arrangement with a third party to finance the construction of a 133.000 square

foot medical office building to house The Center for Adyanced Health Care and an adjacent 892 space parking deck (the
“project”) The lease has an mmtial term of 20 years with an optional renewal for 9 years and an additional optional
renewal for another 11 years with a bargain purchase price option at the end of the second renew al

Lease pay ments are approximately $2.271 to $2.472 annually over the next five years and are subject to annual
adjustments Interest expense related to thus financing 1s recorded throughout the life of the financing

Scheduled principal maturities on capital lease obligation for the next five fiscal years and thereafter are as follows

Scheduled

Prmerpal Interest  Pavments

2013 $0 $2.271 $2.271
2014 0 2.319 2.319
2015 0 2.369 2.369
2016 0 2.420 2.420
2017 0 2472 2472
Thereatter 34.605 52.933 87.538
Totals tor capital lease $34.605 $6-.784 $99.389

Lines of Credit

LVHN and LVH have a combined line of credit. expiring January 31. 2013, available which prov ided for borrow ings and
letters of credit up to an aggregate of $19.000 at June 30. 2012 Although no borrow ings were outstanding against this line
of credit at June 30. 2012. a total of $5.714 n the form of letters of credit was commutted and 1s described further in the
table below The remaining amount av ailable under the line of credit at June 30. 2012 was $13.286 At June 30. 2011,
LVHN and LVH had a combined line of credit available which provided for borrowings and letters of credit up to an
aggregate of $19.000 Although no borrowings were outstanding against this line of credit at June 30. 2011. a total of
$5.714 mn the form of letters of credit was commutted The remaining amount av ailable under the line of credit at June 30.
2011 was $13.280
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LONG-TERM DEBT (continued)

Lings of Credit (continued)

The follow 1ng schedule summanzes the letters of credit commutments outstanding at June 30

Beneticiany Purpose 2012 2011
South Carolina Dept Of Insurance RRG caprtalization collateral $4.980  $4.980
Commonwealth of PA LVH Cedar Crest highway expansion collateral 648 648
City of Bethlehem. PA L VHM North Campus expansion collateral 35 35
Township of Salisbury L VH Cedar Crest Family Lodging Center collateral 51 51
Total letters of credit commitments outstanding $5.714  $5.714

Restrictiv e Covenants

The indentures for the Obligated Group’s bonds incorporate certain restrictiy e covenants as provided mn the 1987 Master
Trust Bond Indenture regarding 1ssuance of additional indebtedness on behalf of the Obligated Group Additional long-
term 1ndebtedness. including. among other things. long-term indebtedness which may be secured on a parity with the
1987 bonds. may be incurred 1f either (1) the revenues av ailable for debt ser ice of the Obligated Group for the fiscal y ear
immediately preceding the incurrence of the proposed long-term indebtedness were at least equal to 125% of the sum of
(a) the debt ser 1ce requirements on all long-term 1ndebtedness of the Obligated Group outstanding immediately
preceding the incurrence of the proposed long-term indebtedness. and (b) the maximum annual debt ser ice requirements
on the long-term 1ndebtedness to be incurred. or (11) immediately after the incurrence of the proposed long-term
indebtedness. the total outstanding long-term 1indebtedness of the Obligated Group will not exceed 66 2/3% of principal
amount of all long-term indebtedness plus the unrestricted net assets of the Obligated Group

The 2001 Sernies B bonds include requirements to (a) maintain a Debt Service Cov erage Ratio of 1 25 and (b) maintain
Day s Cash on Hand of at least 60 davs If the preceding covenants are not met. the engagement of a consultant 1s required
Also. failure to maintain a Debt Service Coverage ratio of at least 1 75 or maintain Day s Cash on Hand of at least 90 day s
will result i the requirement to immediately fund a Debt Service Resen e account for the 2001 Series B bonds 1n the
amount of $2 2 million

The 2003 Series A bonds include requirements to maintain a Debt Service Coverage Ratio of 1 25 If tlus ratio 1s not met
the engagement of a consultant 1s required In addition. failure to maintain a Debt Sen ice Coverage ratio of at least 1 00
1s an event of default Also. the 2003 bonds include a requirement to maintain Day s Cash on Hand of at least 50 days If
this cov enant 1s not met the engagement of a consultant 1s required Upon 1ssuance the 2003 Series A bonds required the
establishment of a Debt Service Resen e account 1n the amount of $6 1 mullion which remained 1n place at June 30. 2012
and 2011 Thus debt service account 1s reported under Noncurrent assets ~Assets limuted under bond indenture. bond
construction. debt service. and debt service resen e agreements — held by trustee™

The 2005 Series A bonds include requirements to (a) maintain a Debt Service Coverage Ratio of 1 25, (b) maintain Day s
Cash on Hand of at least 70 day s and (¢) maintain an Indebtedness Ratio not to exceed 66 2/3% However. failure to
maintain any of these covenants will not be a violation 1f 1t 1s remedied by the end of the next fiscal quarter Failure to
maintain a Debt Service Coverage Ratio of 1 00, Days Cash on Hand of at least 60 day s or an Indebtedness Ratio of not
greater than 70% 1s an event of default and LVHN would have 30 days to cure the default In the event of default. Wells
Fargo has the nght to accelerate the bonds. at which tume LVHN would hav e at least 30 day s to repurchase some or all of
the bonds from the bank or remarket the bonds Failure to maintain a Debt Service Coverage Ratio of 1 25, Day s Cash on
Hand of at least 60 day s or an Indebtedness Ratio of not greater than 0 67 to 1 requires the engagement of a consultant
Also. failure to maintain a Debt Service Coverage ratio of at least 1 75 or maintain Day s Cash on Hand of at least 90 day s
will result 1n the requirement to immediately fund a Debt Ser ice Resery e account 1n the amount of $5 9 muillion

The 2005 Senies B bonds include requirements to (a) maintain a Debt Service Coverage Ratio of 1 25, (b) mamntain Day s
Cash on Hand of at least 60 days and (c) maimntain an Indebtedness Ratio not to exceed 0 67 to 1 If any of the preceding
covenants are not met. the engagement of a consultant 1s required Also. failure to maintain a Debt Service Coverage ratio
of at least 1 75 or maimntain Day s Cash on Hand of at least 90 day s will result 1n the requirement to immediately fund a
Debt Service Reserve account 1n the amount of $8 1 nullion Upon 1ssuance the 2005 Series B bonds required the
establishment of a Debt Service Resen e account 1n the amount of $5 0 mullion which remained 1n place at June 30. 2012
and 2011 If additional funding of the Series B Debt Sen ice Resen e 1s required as described above. the amount of
funding required will be reduced by the current $5 0 million Series 2005 B Debt Service Resern e, resulting in an
additional funding requirement of $3 1 mullion This debt sery ice account 1s reported under Noncurrent assets “Assets
limited under bond indenture. bond construction. debt service. and debt ser 1ce resen ¢ agreements — held by trustee”™
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LONG-TERM DEBT (continued)

Restrictin e Cov enants (continued)

The 2008 Series A bonds include requirements to (a) maintain a Debt Service Coverage Ratio of 1 25, (b) maintain Day s
Cash on Hand of at least 60 days and (c) maintain an Indebtedness Ratio not to exceed 0 67 to 1 If any of the preceding
covenants are not met the engagement of a consultant 1s required  Also. failure to maintain a Debt Service Coverage ratio
of at least 1 75 or maimntain Day s Cash on Hand of at least 90 day s will result 1n the requirement to immediately fund a
Debt Service Resen e account 1n the amount of $4 7 million

The 2008 Series B bonds include requirements to (a) maintain a Debt Service Coverage Ratio of 1 25, (b) maimntain Day s
Cash on Hand of at least 70 day s and (¢) maintain an Indebtedness Ratio not to exceed 66 2/3% However. failure to
maintain any of these covenants will not be a violation 1f 1t 1s remedied by the end of the next fiscal quarter Failure to
maintain a Debt Service Coverage Ratio of 1 00, Days Cash on Hand of at least 60 day s or an Indebtedness Ratio of not
greater than 70% 1s an event of default and LVHN would have 30 days to cure the default In the event of default. Wells
Fargo has the nght to accelerate the bonds. at which tume LVHN would hav e at least 30 day s to repurchase some or all of
the bonds from the bank or remarket the bonds Failure to maintain a Debt Service Coverage Ratio of 1 25, Day s Cash on
Hand of at least 65 day s or an Indebtedness Ratio of not greater than 0 67 to 1 requires the engagement of a consultant
Also. failure to maintain a Debt Service Coverage ratio of at least 1 75 or maintain Day s Cash on Hand of at least 90 day s
will result 1n the requirement to immediately fund a Debt Ser ice Resery e account 1n the amount of $8 8 muillion

The 2008 Senies C bonds include requirements to (a) maintain a Debt Service Coverage Ratio of 1 25, (b) maimntain Day s
Cash on Hand of at least 70 days and (¢) maintain an Indebtedness Ratio not to exceed 70% Howener. failure to maintain
the Debt Service Coverage or Days Cash on Hand covenants will not be a violation 1f 1t 1s remedied by the end of the next
fiscal quarter Failure to maintain a Debt Service Coverage Ratio of 1 00. Days Cash on Hand of at least 60 day s or an
Indebtedness Ratio of not greater than 70% 1s an event of default and LVHN would have 30 days to cure the default In
the event of default. JPMorgan Chase has the right to accelerate the bonds. at wluch tume LVHN would have to
repurchase some or all of the bonds from the bank or remarket the bonds

The 2011 Series A bonds include requirements to (a) maintain a Debt Service Coverage Ratio of 1 25, (b) maintain Day s
Cash on Hand of at least 70 day s and (¢) maintain an Indebtedness Ratio not to exceed 66 2/3% However. failure to
maintain any of these covenants will not be a violation 1f 1t 1s remedied by the end of the next fiscal quarter Failure to
maintain a Debt Service Coverage Ratio of 1 00, Days Cash on Hand of at least 60 day s or an Indebtedness Ratio of not
greater than 70% 1s an event of default and LVHN would have 30 days to cure the default In the event of default. the
bank has the right to accelerate the bonds. at which time LVHN would have at least 30 day s to repurchase some or all of
the bonds from the bank or remarket the bonds

The 2012 Series A bonds include requirements to (a) maintain a Debt Service Coverage Ratio of 1 25, (b) maintain Day s
Cash on Hand of at least 70 days and (c) maintain an Indebtedness Ratio not to exceed 70% However. failure to maintain
the Debt Service Coverage or Days Cash on Hand covenants will not be a violation 1f 1t 1s remedied by the end of the next
fiscal quarter Failure to maintain a Debt Service Coverage Ratio of 1 00. Days Cash on Hand of at least 60 day s or an
Indebtedness Ratio of not greater than 70% 1s an event of default and LVHN would have 30 day s to cure the default In
the event of default. the bank has the night to accelerate the bonds. at wlich time LVHN would hav e to repurchase some
or all of the bonds from the bank or remarket the bonds

For the years ended June 30. 2012 and 201 1. the financial covenants noted aboy e were met and the Obligated Group was
not anare of any 1nstances of non-compliance with its other coy enants
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PROPERTY AND EQUIPMENT. NET

Property and equipment and accumulated depreciation consist of the follow ing at June 30

2012 2011

Land and land improyements $66.332 $65.282
Buildings and building equipment 819,061 783,404
Fixed and major mov able equipment 418,621 372,705
Assets under capital lease 32,188 32,188
Construction 1n progress 31,681 23,984

Total origmal cost 1,367.883 1.277.623
Accumulated depreciation (747.248) (675.626)
Property and equipment, net $620,635 $601,997

Depreciation expense for the years ended June 30. 2012 and 2011 was $82.498 and $83.271. respectively  Depreciation
of assets under capital lease included n depreciation expense was $1.414 at June 30. 2012 and 2011 Accumulated
depreciation relating to the assets under capital lease was $7.768 and $6.354 at June 30. 2012 and 2011. respectively. and
1s included 1n accumulated depreciation

FUNCTIONAL EXPENSES

The Orgamization provides a wide array of health care sen ices to patients and members of the commumity within 1ts
senvice area Expenses related to providing these services. including provision for income taxes. were as follows for the
yvears ended June 30

2012 % 2011 %
Health care services $1.448.658  94% $1.373.673  95%
General and administrative 92384 &% 74.368 3%
Total $1.541.042 100% $1.448.041  100%

General and administratiyve expenses include expenses for organizational admunistratry € actry ities. primarily human
resources. management. legal. and financial services The categorization of expenses as health care sen 1ces versus
general and adnumnistrative follows the guidance provided for simular expense reporting in the annual IRS 990 tax return

FUNDS HELD BY FIDUCIARY

LVH 1s the primary beneficiary of the Dorothy Rider Pool Health Care Trust (the “Pool Trust™) wlich was established
through the estate of a former director of LVH The fair value of the Pool Trust at June 30. 2012 and 2011 was $76.336
and $72.991. respectively  The assets of the Pool Trust are not included 1n the accompany ing combined financial
statements Under the general provisions of the Trust. distributions from the Pool Trust are to be made to or for the benefit
of LVH to supplement. not replace. LVH s ordinary operating expenses. so that LVH can be operated and managed 1n a
manner that will improy e 1ts medical standards. know ledge and procedures. and sustain at the highest level of quality the
health maintenance and hospital care 1t prov ides to members of the community 1t serves Under certain circumstances.
distributions from the Pool Trust may be made to other designated health care related orgamzations Distributions to LVH
from the Pool Trust were $3.531 and $4.127 during the vears ended June 30. 2012 and 2011. respectively. and are
reported as a component of Other supporting operations rey enue

CHARITY CARE

As a communty organization. all revenues and gains 1n excess of expenses and losses of the Organization are. or will be.
used for the repay ment of debt. acquisition of equipment and facilities. and to provide for the present and future health
care needs of the patients and communuties 1t serves The Organization provides care to patients who meet certain criteria
under 1ts charity care policy without charge or at amounts less than 1ts established rates regardless of their ability to pay
Because the Organization does not pursue collection of amounts deternuned to qualifs as chanity care. they are not
reported as patient ser ice revenues As required. the Orgamization adopted ASU 2010-23 (See Note 15) for 2012 The
amount of charity care to patients for the years ended June 30. 2012 and 2011. at cost. was $23.903 and $17.130
respectively  Costs of these services were estimated by calculating a ratio of overall cost to gross charges for all patients
and then apply ing tlus ratio to gross charges for patients recer ing charity care Prior to 2012. tlhus footnote disclosed
charity care at charges There was no impact to the Orgamization's financial statements
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BAD DEBTS

In instances where the Organization beliey es a patient has the ability to pay for services and. after appropriate collection
effort. pay ment 1s not made. the amount of sen 1ces not paid 1s w ritten-off. at charges. as bad debts Amounts recorded as
bad debts expense do not include charity care The amount of bad debts expense for the years ended June 30. 2012 and
2011. at charges. was $106.247 and $93.133. respectively. and 1s reported as Bad debts expense on the Combined
Statements of Operations

RETIREMENT PLAN

The Orgamization provides employ ees with a variety of retirement plan options through a combination of defined benefit
and defined contribution benefits based on an employee’s hire date  Prior to July 1. 2006. the Organization’s retirement
plan ("the Plan™) was a noncontributory defined benefit plan that covered all full-time and certain part-time employ ees
In order to provide increased flexibility to employ ees. effective July 1. 2006. additional retirement plan options were
mmplemented Employ ees hired prior to April 1. 2006. had the choice of selecting between 1) a noncontributory defined
benefit option (the previous plan). 2) a combination of noncontributory defined benefit option with reduced benefits plus a
contributory matched sav ings plan benefit in accordance with the Plan. or 3) a noncontributory defined contribution
benefit with a matched savings plan benefit in accordance with the Plan Employ ees hired on April 1. 2006 or later have
the choice of selecting betw een options 2 and 3 above. the previous noncontributory defined benefit option (option 1
abov¢) 1s not av ailable to employ ees hured after April 1. 2006 During 2011 the Organization further modified pension
plan options available to employ ees 1n the future  Employees hired on or after October 1. 2011 can participate only 1n
option 3 above In addition. future benefit accruals for actiy e participants 1n the defined benefit plan are phased to frozen
status 1n the future with all active employ ees transitioning to the defined contribution plan as of January 1. 2017 The
effect of these changes adopted 1n 2011 was the recognition of a curtailment gain of $21.201 1 2011

The following applies to the defined benefit component of the retirement plan

Information for the noncontributory defined benefit option regarding funded status. net periodic pension cost. benefit
obligation. assumptions. etc . as of June 30. 2012 and 2011. 1s presented below and on the following pages and includes
the impact of employ ee selection of pension benefit options The Plan’s assets described below and on the follow ing
pages are not included 1n the combined financial statements of the Organization

Description of Inv estment Policies
The primary 1nvestment objectry e for the Plan’s assets 1s to achiev e long term grow th subject to prudent risk constraints

Plan Assets
Asset allocation targets. wluch are permutted to be +/- 3-3%. approved by the Finance Comnuttee of the LVHN Board of
Trustees. and the Plan’s actual asset allocation. by 1 estment category . at June 30 were

2012 2011

Iny estment categon Actual Target Actual Target

Domestic equity 33 0% 30 0% 40 3% 350%
International equity 20 5% 20 0% 17 4% 150%
Priv ate equity 25% 50% 30% 50%
Hedge tunds 44% 50% 50% 50%
Real estate securnties 5 1% 5 0% 2% 5 0%
Commodities contracts 5 1% 5 0% 5 4% 5 0%
Frned mecome 29 4% 30 0% 25 8% 30 0%
Total 100 0% 100 0% 100 0% 100 0%

Determination of Expected Return on Plan Assets
To develop the expected return on Plan assets assumption reported below. the Orgamization considered the current level of

expected returns on risk free iy estments (primarily goyvernment bonds). the historical lev el of the risk premium
assoclated with the other asset classes 1n wluch the portfolio 1s 1y ested and the expectations for future returns of each
class The expected return for each asset class was weighted based on the target asset allocation to dey elop the expected
long-term rate of return on assets assumption for the portfolio Thus resulted 1n the selection of the 7 0% return on plan
assets assumptions for 2012 and 2011
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9 RETIREMENT PLAN (continued)

The followng tables present the categorization of the Plan’s assets according to the levels of valuation risk described
mn footnote 13 at June 30

2012
Tyvpe of Investment Level | Level 2 Level 3 Total
Cash and cash equivalents $0 $16.370 $0 $16.370
Equitv securities
Domestic equity 171.275 0 0 171.275
International equity 106.290 0 0 106.290
Real estate equity 26.100 0 0 26.100

Fined income
US Treasurv securities and obligations of

U S Government agencies 85.947 14.961 0 100.908
Corporate bonds 0 39.759 0 39.759
Asset-backed securities 0 0 0 0
Collateralized mortgage obligations 0 288 0 288

Hedge funds (multi-strategy ) 0 0 21.926 21.926

Commodities contracts 0 23.098 0 23.098

Private equity 0 0 13.602 13.602

Total assets at fair value $389.612 $94.476 $35.528 $519.616

2011

Ty pe of Investment Level | Level 2 Level 3 Total

Cash and cash equn alents $0 $5.678 $0 $5.678
Equity securnties

Domestic equity 171.284 0 0 171.284

Intemational equity 73.447 0 0 73.447

Real estate equity 12.077 0 0 12.077

Fred mcome
US Treasury secunties and obligations of’

US Govemment agencies 62.014 11.261 0 73.275
Corporate bonds 0 29.898 0 29.898
Asset-backed secunties 0 3 0 3
Collateralized mortgage obligations 0 383 0 585
Hedge tunds (mult-strategy ) 0 0 20971 20971
Commodities contracts 0 22,794 0 22,794
Prvate equuty 0 Q 13.058 13.058

Total assets at fair value $318.822 $70.219 $34.029 $423.070

The Plan’s use of Level 3 unobser able inputs as of June 30. 2012 and 2011 accounted for 6 8% and 8 0%. respectrely .
of the total fair value of v estments The followng table summarizes changes in Level 3 assets measured at fair value at
June 30

P ate Hedge
2012 equity tunds Total
Begmnmg balance at Juk 1. 2011 $13.058 $20.971 34.029
Net appreciation m market v alue of mv estments 1484 (393) 1.089
Purchases 576 1.350 1.926
Sales (1.316) 0 (1.516)
Endmg balance at June 30. 2012 $13.602 $21.926 $35.528
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RETIREMENT PLAN (continued)

Prn ate

2011 equity

Begmnmg balance at Juk 1. 2010 $10.227
Net appreciation m market v alue of mv estments 2.958
Purchases 824
Sales 93D
Ending balance at June 30. 2011 $13.058

Additional Pension Information

Hedge
funds

$15.518
1.395
40358

0

$20.971

Total

$25.745
4353
+4.882
[CA20)]
$3-L029

The Orgamization uses a June 30 measurement date for the plan The follow ing tables set forth the Plan’s funded
status at June 30. benefits paid. and employ er contributions made during the fiscal y ears ended June 30. 2012 and
2011 and certain other information and amounts recognized 1n the financial statements at June 30

Change 1n benetit obligation
Projected benetit obligation at beginning of vear
Service cost
Interest cost
Curtaillment gain
Actuarial loss (gain)
Benefits paid
Projected benetit obligation at end of vear

Change 1n plan assets

Fair value of plan assets at begmning of vear
Actual return on plan assets
Employer contributions
Benefits paid

Fair value of plan assets at end of vear

Funded -tatus at end of vear

Amounts recognized 1n the statements ot financial position consists of
Accrued pension lability - current portion
Accrued penston hability - noncurrent portion

Net amount recognized

Amounts recognized n unrestricted net assets but not vet recognized 1n net
periodic benetit cost

Prior service costs

Net loss
Total amount recognized m unrestricted net assets

Components of net periodic benetit cost (NPBC)
Service cost
Interest cost
Expected return on plan assets
Amortization of prior service cost
Recognized actuarial loss
Curtailment loss recognized
Net periodic benetfit cost (pension expense)

Other changes 1n plan assets and benetit obligation recognized 1n
unrestricted net assets

Net actuarial loss (gain)

Amortization of loss

Amortization of prior service cost

Curtailment loss recognized
Total loss (gamn) recognized n unrestricted net assets

22

2012 2011
$578.196 $575.571
21.097 22.892
35.281 33.884

0 (21.201)
164411 (22.924)
(11.520) (10.026)
$787 165 $378.196

$423.070

$346.398

46.732 66.804
61.334 19.894
(11.520) (10.026)
$519.616 $423.070

($267.849)

($155.126)

$0 $0
(267.849) (155.126)
($267.819) ($155.126)
$14 $23
205.993 37177
$2006.007 $57.200
$21.097 $22.892
35.281 33.884
(31.786) (24.546)
9 25
649 7.200
0 43
25,250 $39.498
$149.405 ($86.383)
(649) (7.200)
(9 (25)
0 3)
$148.807 ($93.651)
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RETIREMENT PLAN (continued)

Additional Pension Information (continued)

2012 2011
Reconciliation of accrued pension cost
Balance at beginming of year ($155.126) ($229.173)
Annual pension expense (25.250) (39.498)
Adjustments to funded status of pension plan (148.807) 93.651
Annual contributions 61.334 19.894
Balance at end of vear ($267.849) ($155.126)
Accumulated benefit obligation at year end $699.551 $511.470
Weighted - av erage assumptions used to determune projected benefit obligation
Discount rate 4 69% 6 08%
Rate of compensation increase 3 30% 400% *
* (used 4% for 2 years. 3 5% thereafter)
Weighted - average assumptions used for NPBC development
Discount rate 6 08% 6 01%
Expected return on plan assets 7 00% 7 00%
Rate of compensation increase 400% * 4 00%

* (used 4% for 2 years. 3 5% thereafter)

The actuanal net loss and prior sen ice cost that will be amortized from unrestricted net assets 1nto net periodic benefit
cost over the next fiscal year are $10.720 and $0. respectrvely

Estimated Future Benefit Pay ments
Future pay ments on an undiscounted basis to participants in the Plan are expected to occur as follows

Estimated benetit pay ments

Fiscal 2013 $16.161
Fiscal 2014 18.649
Fiscal 2015 21.571
Fiscal 2016 24774
Fiscal 2017 28.125
Fiscal 2018-2022 202.430
Total $311.710

The following applies to the defined contribution and matched sav ings components of the retirement plan

Fiscal Year 2012 Actnity

During the years ended June 30. 2012 and 2011. the Organization made contributions of $10 3 nullion and $8 6 nullion.
respectively. to the defined contribution component of the Plan and recorded $11 0 nullion and $9 0 million. respectively.
1n related pension expense The liability recogmized under the Current portion “Pension™ 1n the Combined Statements of
Financial Position at June 30, 2012 and 2011 for the defined contribution component of the Plan was $3 1 mullion and

$2 6 mllion. respectively Total expected contributions to the defined contribution component of the Plan 1n fiscal y ear
2013 are $12 7 nullion

During the years ended June 30. 2012 and 2011. the Organization made contributions of $6 1 million and $5 1 million,
respectiyely . to the matched sav ings benefit component of the Plan and recorded $5 8 million and $5 1 nullion,
respectnvely . 1n related pension expense The liability recogmized under the Current portion “Pension™ in the Combined
Statements of Financial Position at June 30. 2012 and 2011 for the matched sav1ngs benefit component of the Plan was
$0 1 nullion and $0 4 nullion. respectively Total expected contributions to the matched sav ings component of the Plan in
fiscal year 2013 are $5 1 nullion



10

11

12

COMMITMENTS AND CONTINGENCIES

Operating Leases
Rental expense reported on the Other expense line of the Combined Statements of Operations for the years ended June 30,

2012 and 2011 was $23.784 and $21.347. respectively

Mimimum future rentals under non-cancelable operating leases with terms 1n excess of one year as of June 30. 2012 are as
follows

Fiscal Year Real Estate  Vehicles Equipment Total

2013 $12.171 $285 $162 $12618
2014 11.430 201 114 11.763
2015 9325 6l 06 9.452
2016 8.265 13 12 8.290
2017 6.652 | 0 6.653
Thereatter 45412 0 0 45412

Litigation
The Orgamization 1s 1 olv ed 1n litigation and regulatory 1 estigations anising 1n the course of business Based on the

opion of m-house legal counsel and risk management. who routinely consult and work with external legal counsel.
management estunates that these matters will be resolv ed without material ady erse effect on the Organization’s future
financial position or results from operations

TEMPORARILY AND PERMANENTLY RESTRICTED NET ASSETS

Temporarly restricted net assets were available for the follow ing purposes at June 30

2012 2011
Purchase of capital assets $244 $266
Specitic health care services and education 93,008 98,602
Total temporarily restricted net assets $93.252 $98.868

Permanently restricted net assets. which total $46.441 and $42.522 at June 30. 2012 and 2011. respectively. are required
to be held mn perpetuity with the expendable income earned thereon to be used to support health care sen ices and
education

ENDOWMENT FUNDS

Endow ment funds are defined as funds established by donors or the Board of Trustees to provide the Orgamization with
erther a permanent source of income or a source of mncome for a specified period of time The Organization’s endow ment
funds consist of 108 and 103 indrv 1dual donor-restricted funds at June 30. 2012 and 201 1. respectively. established for a
variety of purposes herenafter referred to as the "LVHN Endowment Fund™ The Orgamization does not have Board
Designated endow ment funds or unrestricted endow ment funds

Interpretation of Relevant Law

The Orgamization has interpreted Pennsy v ania law as requiring presers ation of the fair value of the original gift as of the
gift date of the donor-restricted endow ment funds when explicit donor stipulations requiring permanent maintenance of
the historical fair value are present As a result of thus mterpretation. the Orgamization classifies as permanently restricted
net assets (a) the original value of gifts donated to the permanent endow ment w hen explicit donor stipulations requiring
permanent maimntenance of the historical fair value are present. (b) the original value of the subsequent gifts to the
permanent endow ment when explicit donor stipulations requiring permanent maintenance of the historical fair value are
present. and (¢) accumulations of 1y estment earnings to the permanent endow ment 1n cases where the donor explicitly
mstructed a portion of v estment earnings be added to the permanent fund The remaining portion of the donor-restricted
endow ment fund comprised of accumulated 1y estment earnings not required to be maintained 1n perpetuity 1s classified
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12 ENDOWMENT FUNDS (continued)

Interpretation of Relevant Law (continued)

as temporarily restricted net assets until those amounts are appropriated for expenditure by the Organization 1n a manner
consistent with donors” stipulations The Organization considers the followng factors in making a deternunation to
appropriate or accumulate donor-restricted endowment funds duration and presen ation of the fund. purposes of the
donor-restricted endow ment fund. general economic conditions. the possible effect of inflation and deflation. the expected

total return from mncome and the appreciation of 1y estments. other resources of the Organization. and the 1y estment
policies of the Orgamzation

The net asset composition of the LVHN Endowment Fund at June 30. 2012 and 2011 was as follows

o
9]

Temporarily Permanently
restricted restricted Total
2012
Donor restricted endowment funds $71.329 $39.786 $111.115
2011
Donor restricted endowment funds $71.088 35.408 $106.496
Changes 1in the LVHN Endowment Fund Net Assets at June 30. 2012 and 2011 were as follows
Temporarily Permanently
2012 restricted restricted Total
Endowment net assets. beginning of year $71.088 35.408 $106.496
Imvestment Return
Imvestment income 2.026 0 2.026
Net appreciation (realized and unrealized) 553 0 553
Total investment return 2.579 0 2,579
Contributions 113 4.193 4.306
Reclassification from permanently restricted to temporarily restricted 37 185 148
and unrestricted net assets - other supporting operations reyenue
Appropriation of endowment assets for expenditures (expense) 2414 0 Q2414d
Endowment net assets. end of year $71.329 $39.786 $ILLL1S
Temporarily Permanently
2011 restricted restricted Total
Endowment net assets. beginning of year $55.104 $34.956 $90.060
Imvestment Return
Imvestment income 1.986 0 1.986
Net depreciation (realized and unrealized) 14.970 0 14.970
Total investment return 16.956 0 16.956
Contributions 990 452 1442
Appropriation of endowment assets for expenditures (expense) (1.962) 0 (1.962)
Endowment net assets. end of vear $71.088 $35.408 $106.496



12 ENDOWMENT FUNDS (continued)

Im estment Return Objectiv es

The Orgamzation has adopted 1ny estment and spending policies for endow ment assets that attempt to provide a
predictable stream of funding to programs supported by 1ts endow ment while seeking to maintain the purchasing pow er of
the endow ment assets Endow ment assets include those assets of donor-restricted funds that the Organization must hold n
perpetuity and assets with donor specified annual spending limitations and 1n some cases purpose restrictions applicable
for a specified period of tume after which any remamning assets become unrestricted Under this policy. as approved by the
Board of Trustees. the endowment assets are v ested 1n a dr ersified manner that 1s intended to produce results that over
the long term w1ll average 3 to 4 percentage points aboy e the consumer price index while assuming a moderate level of
i estment risk  Actual returns 1 any given year may vary from this amount

To satisfy 1ts long-term rate-of-return objectiy es. the Organization relies on a total return strategy 1 which i estment
returns are achiey ed through both capital appreciation (realized and unrealized) and current vield (interest and div idends)
The actual and target iy estment allocations were as follows for the LVHN Endow ment Fund Assets as of June. 30. 2012

LVHN Endowment a~sets Actual% Target %
Domestic equity 34% 34%
International equity 23% 23%
Real estate % %
Fred meome 25% 25%
Hedge tunds % %
Commodities [&2) %
Total 100% 100%

Spending Policy and How the Investment Objectny es Relate to Spending Policy

The Orgamzation has a policy of appropriating for distribution each year between 4 and 5 percent of the LVHN
Endowment Fund's total fair value. including accumulated total inv estment returns In establishing this policy . the
Organization considered the long-term expected return on 1ts endow ments w hich 1s expected to exceed the allowable
spending. and therefore over the long term. the Organization expects its endow ment funds to grow This 1s consistent with
the Organization’s objectry ¢ to maintain the purchasing power of the endow ment assets held 1n perpetuity or for a
specified term as well as to provide additional real grow th through new gifts and 1nv estment return

13 FAIR VALUE OF FINANCIAL INSTRUMENTS

The followng methods and assumptions were used by the Organization 1n estumating the fair value of 1its financial
mstruments

Cash and cash equiv alents. patient accounts recen ables. prepaid expenses. accounts pay able. estumated third party
settlements. and all other current liabilities are reported at carry ing values which approximate fair v alue because of the
short term nature of these accounts

Assets whose use 1s linuted or restricted 1s comprised of short-term 1 estments, marketable equity securities. corporate
and U S Govemiment obligations. real estate securities. and commodities contracts w hich are reported at amounts which
approximate fair v alue based on quoted market prices and other reley ant information Alternatiy ¢ iy estments. which
include hedge funds. are carried at the estumated market value provided by the management of the alternative 1y estment
partnerships or funds

Assets and labilities recorded at fair value 1n the Combined Statements of Financial Position are categorized based upon
the level of judgment associated with the nputs used to measure their fair value In situations where more than one level
of input 1s used to determune the fair value of an asset or liability . the asset or liability 's categorization within the fair
value hierarchy 1s based on the lowest (that requiring the most judgment) ley el of significant input to 1its valuation
Hierarchucal levels directly related to the amount of subjectryv ity associated with the inputs to fair valuation of these assets
and liabilities are described below

The availability of obseryable inputs for valuation of 1y estments varnes and 1s affected by a wide variety of factors

When the valuation 1s based on models or inputs that are less obsery able or unobsen able 1n the market. the determunation
of fair value requires significantly more judgment The degree of judgment exercised by management in deternuming fair
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13 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

value 1s greatest for im estments categornized as Level 3 For imvestments 1n this category . the Orgamization considers
prices and wnputs that are current as of the measurement date In periods of market dislocation the obser ability of prices
and mputs may be reduced

Level 1 — Valuations based on quoted prices 1n activ e markets for rldentical assets or liabilities that the orgamzation has
the ability to access Since valuations are based on quoted prices that are readily and regularly available 1n an active
market. valuation of these products do not entail a significant degree of judgment Level 1 primarily includes those

i estments traded on actrve exchanges or markets

Level 2 — Valuations based on quoted prices i actiy e markets for suni/ar assets or liabilities. quoted 1in markets that are
not actrve or for which an identical asset or liability was not traded on the financial statement date or where all significant
mputs are not obsenv able. directly or indirectly Level 2 primarily includes imvestments in U S Treasury securities and
obligations of U S government agencies. together with municipal bonds. corporate debt securities. commercial mortgage
and asset-backed securities. certain residential mortgage-backed securities that are generally 1y estment grade. certain
equity securties. and commodities

Level 3 — Valuations based on mputs that are unobsen able and significant to the overall fair value measurement These
are generally organization or indry 1dual 1nv estment manager generated inputs and are not obsery able market based nputs
Material assumptions and factors considered 1n the valuation may include. but are not limited to. operational actrvity of
prnate equity holdings. reliance on third party estimates. share valuations. and appraisals Level 3 investments mclude
i estments 1n hedge funds The Orgamzation based the fair value of Hedge funds. a fund of funds 1nv estment of $89.69+4
and $90.497 at June 30. 2012 and 2011. respecti ely . on the fair value of the underly ing reported net asset v alues of each
fund held

The followng tables present the categorization of the Organization's 1 estments according to the valuation levels
described abov e at June 30

2012
Ty pe of Iny estment Level | Level 2 Level 3 Total
Cash and cash equivalents $1.700 $41.517 $0 $43.217
Equty securities
Domestic equity 200.376 0 0 200.376
International equity 129 444 0 0 129 444
Real estate equity 45352 0 0 45352

Fixed income
U S Treasury securities and obligations of

U S Government agencies 127.668 60463 0 188.131
Corporate bonds 13.354 114.345 0 127.699
Asset-backed securities 0 86.863 0 86.863
Collateralized mortgage obligations 0 40.751 0 40.751
Hedge funds (multi-strategy ) 0 0 89.694 89.694
Commodities contracts 0 40.256 0 40.256
Perpetual trust 0 6.655 0 6.655
Other 0 3.903 0 3.903

Total assets at fair value $517.894 $394.753 $89.694 $1.002.341

Liabilities at Fair Value
Deferred compensation and other liabilities

funded with matching assets $24.803 $15.071 $0 $39.874
Other liabilities - swap liabilities 0 26.808 0 26.808
Total liabilities at fair value $24.803 $41.879 $0 $66.682
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13 FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

2011

Ty pe of Investment

Cash and cash equrv alents
Equity ~ecurities
Domestic equity
International equity
Real estate equity
Fined imncome
U S Treasury securities and obligations ot
U S Government agencies
Corporate bonds
Asset-backed securities
Collateralized mortgage obligations
Hedge funds (multi-~trategy )
Commodities contracts
Other

Total assets at fair value

Liabilities at Fair Value
Deferred compensation and other liabilities
tunded with matching assets
Other liabilities - swap liabilities

Total Liabilities at fair value

Level | Level 2 Level 3 Total
$226 $60.300 $0 $60.726
299.017 0 0 299.017
123.492 0 0 123.492
32.603 0 0 32.603
76.045 60.686 0 136.731
15.803 9.4.064 0 109.867

0 64.690 0 64.690

0 32.719 0 32.719

0 0 90.497 90.497

0 51.757 0 51.757

54 3.608 0 3.662
$347.240 $368.024 $90.497 $1.005.761
$27.006 $12.867 $0 $39.873
[0} 15.179 0 15.179
$27.006 $28.046 $0 $35.052

The fair value of the Orgamizations interest rate swaps was deternuned based on the comparison of the present v alue of the
fixed rate pay ments the Orgamization 1s commuitted to make to the present value of the variable rate pay ments the
Organization 1s expected to recery ¢ from the swap counterparties The variable pay ments were based on estimated future

mterest rates using current LIBOR based terest rate models

The Orgamization’s use of Level 3 unobsen able mputs at June 30. 2012 and 2011 accounted for 8 95% and 9 0%.
respectnely. of the total fair value of imvestments The followng tables summarize changes in Level 3 assets measured at

fair v alue at June 30. 2012 and 2011

2012
Balance at July 1. 2011

Included 1n Change 1n net unrealized gains on 1m estments

Purchases
Balance at June 30. 2012

2011

Balance at July 1. 2010

Included 1n Change 1n net unrealized gains on 1m estments

Purchases

Balance at June 30. 2011

Hedge Funds

$90.497
(1.803)
1,000

$89.694

Hedge Funds

$61.832
5.813
22.852
$90.497
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FAIR VALUE OF FINANCIAL INSTRUMENTS (continued)

The fair value of long-term debt. w hich was estimated at $525.208 and $323.657 at June 30. 2012 and 2011 respectively.
was determuned using the Organization's current borrow ing rates for sumlar ty pes of borrow ing arrangements The
recorded v alue of long-term debt reported 1n the combined Statements of Financial Position at June 30, 2012 and 2011
was $513.806 and $524.755. respectively  The excess of recorded value over fair value for long-term debt at June 30,
2012 and 2011 indicates market interest rates for debt of sumilar term and quality were higher than the weighted average
mterest rates of the Orgamization’s outstanding debt The excess of fair value over recorded v alue for long-term debt at
June 30, 2012 and 2011 indicates market interest rates for debt of sumlar term and quality were lower than the weighted
average interest rates of the Orgamzation’s outstanding debt

PLEDGES RECEIVABLE

Included 1n assets restricted by donors 1n the Combined Statements of Financial Position are the following pledges
recen able at June 30

2012 2011
Pledges recen able within next fiscal year $3.125 $2.942
Pledges recen able 1n future periods beyond next fiscal year 3.943 2.262
Total pledges recen able before unamortized discount
and allowance for uncollectible pledges 7.008 5.204
Less unamortized discount (360) 1D
Less allowance for uncollectible pledges 252 (205)
Net pledges recen able $6.456 $1.588
Amounts due 1n
Less than one year $3.125 $2.942
One to five years 3.204 2.262
More than five years 739 0
Total $7.068 $5.204

Cash pay ments recers ed applicable to prior pledges were $2.825 and $2.723 for the y ears ended June 30. 2012 and 2011.
respectinely  Pledges w nitten off as uncollectible were $31 and $239 for the years ended June 30, 2012 and 2011,
respectively  The Organization’s policy regarding the recording of pledges recern able 1n the financial statements requires
pledges to be 1n writing. signed by the donor. and to indicate the specific amount of the pledge and expected timing the
pledge pay ment will be recerned LVHN does not record pledges based on bequests or life insurance The Orgamization’s
historical write off of pledges recervable has been n the 1-5% range The allowance for uncollectible pledges as of June
30.2012 and 2011 was $252 (4%) and $205 (4%). respectively

RECENT ACCOUNTING PRONOUNCEMENTS

In June 2009. the FASB 1ssued SFAS No 167. “"Amendments to FASB Interpretation No 46R™ ("SFAS No 1677). which
was effectiy e for fiscal y ears beginning after November 15. 2009 SFAS No 167 retains the scope of Interpretation 46R
~Consolidation of Variable Interest Entities™ with the addition of entities previously considered qualifs ing special-purpose
entitiecs  On July 1. 2010, the Orgamzation adopted this guidance. which resulted in the combination of the LVPHO mto
its combined financial statements The effect of this change resulted 1n a $7.932 increase 1n noncontrolling interests due
to a change 1n control of this equity 1m estee
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15 RECENT ACCOUNTING PRONOUNCEMENTS (continued)

In January 2010, the FASB 1ssued ASU 2010-07. ~“Not-for-Profit Entities Mergers and Acquisitions (Originally 1ssued as
Statement 164. Not-for-Profit Entities Mergers and Acquisitions — including an amendment of FASB Statement No
142) " This ASU amends the Accounting Standards Codification for the 1ssuance of FASB Statement No 164, Not-for-
Profit Entities Mergers and Acquisitions The amendments prov ide guidance on accounting for combinations of not-for-
profit entiies Those transactions or other events include mergers of two or more not-for-profit entities and acquisitions
by a not-for-profit entity that result 1n 1ts ttially recogmizing another not-for-profit entity . a business. or a nonprofit
activity 1n 1ts financial statements This ASU also amends previously 1ssued guidance related to goodwill. intangible
assets. and noncontrolling nterests 1n consolidated financial statements to make their provisions applicable to not-for-
profit entitics  This ASU was effectiy e prospectively for mergers that occur at or after the beginning of an 1mtial
reporting period that begins on or after December 15. 2009. and acquisitions that occur at or after the beginning of the
first annual reporting period that begins on or after December 15. 2009 On July 1. 2010 the Organmization adopted the
provisions of ASU 2010-07 which did not have a material impact on the Orgamzation’s combined financial statements as
1t relates to mergers and acquisitions or accounting for goodwill and intangible assets

In January 2010. the Financial Accounting Standards Board ("FASB™) 1ssued ASU 2010-06. “Fair Value Measurements
and Disclosures (Topic 820) Improv ing Disclosures about Fair Value Measurements = This ASU amends ASC 820 to add
new requirements for disclosures about transfers into and out of Levels 1 and 2 and separate disclosures about purchases.
sales. 1ssuances. and settlements relating to Level 3 measurements The ASU also clarifies existing fair value disclosures
about the level of disaggregation and about 1inputs and v aluation techmques used to measure fair value Further. the ASU
amends guidance on employers™ disclosures about postretirement benefit plan assets under ASC 715 to requure that
disclosures be provided by classes of assets instead of by major categories of assets The new disclosures and
clartfications to existing disclosures were effectiy e for annual reporting periods beginning after December 15. 2009.
except for disclosures about purchases. sales. 1ssuances. and settlements 1n the rollforward of actn ity 1 Level 3 fair value
measurements Those disclosures are effectiy ¢ for annual reporting periods beginning after December 15. 2010 The
Organization has adopted thus ASU and has included the enhanced disclosures 1n Notes 9 and 13

In August 2010. the FASB 1ssued ASU 2010-23. “Health Care Entities (Topic 954) Measure Charity Care for

Disclosure ™ This ASU requires a Healthcare Orgamization ("HCO™) to disclose 1ts policy for providing charity care and
the amount of charity care provided In addition. the ASU requires that the amount of charity care be based on the direct
and indirect costs of providing charity care. elinunating the other measurement attributes av ailable under ASC 954-605-
50-3. and also requures disclosure of cost reimbursements associated with providing charity care This guidance 1s
effecty ¢ for annual reporting periods beginning after December 15. 2010, and must be applied retrospectively  On July 1.
2011. the Orgamization adopted this guidance and has icluded the enhanced disclosures 1n Note 7

In August 2010, the FASB 1ssued ASU 2010-24. “Health Care Entities (Topic 954) Presentation of Insurance Claims and
Related Insurance Recoveries ™ This ASU requires a HCO to present a liability related to medical malpractice claims
(and other contingent claims) gross. such a liability would not be offset against related insurance recov eries unless the
criteria in ASC 210-20 for offsetting were met  Also. the industry specific guidance for the accrual of legal fees
associated with resolv ing contingent claims would be eliminated and HCO's should follow the gmidance for such fees in
ASC 450-20-S99-2 Tlus gumidance 1s effectns e for annual reporting periods beginning after December 15. 2010 The
Organization has adopted this guidance which did not have a material impact on the financial statements

In May 2011. the FASB 1ssued ASU 2011-04. “Fair Value Measurement (Topic 820). Amendments to Achieve Common
Fair Value Measurement and Disclosure Requirements © This ASU amended ASC 820 to change the wording used to
describe many of the requirements for measuring fair value and for disclosing information about fair value measurements
The adoption of ASU 2011-04 1s effectn e for fiscal y ears beginning after December 15. 2011 The Orgamzation has
adopted this gmdance and has included the enhanced disclosures 1n Note 9 and 13

In July 2011. the FASB 1ssued ASU 2011-07. “Health Care Entities (Topic 954) Presentation and Disclosure of Patient
Service Revenue. Provision for Bad Debts. and the Allowance for Doubtful Accounts for Certain Health Care Entities
This ASU requires a HCO to change the presentation of their statement of operations by reclassify ing the provision for
bad debts associated with patient service revenue from an operating expense to a deduction from patient sery ice rey enue
(net of contractual allowances and discounts) Additionally. a HCO 1s required to provide enhanced disclosure about their
policies for recogmizing rev enue and assessing bad debts The ASU also requires disclosures of patient ser 1ce revenue
(net of contractual allowances and discounts) as well as qualitative and quantitatry ¢ information about changes 1n the
allowance for doubtful accounts This guidance 1s effective for annual reporting periods ending after December 15. 2012
The Orgamization 1s currently assessing the impact of adopting this guidance on 1ts combined financial statements



