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Department of the Treasury
Internal Revenue Service

CHANGE OF ACCOUNTING PERIOD
Return of Organization Exempt From Income Tax

Information about Form 990 and its instructions is at

Under section 501(c), 527, or 4947(a){1) of the Internal Revenue Code (except private foundations)
P> Do not enter Social Secunty numbers on this form as it may be made public.

OMB No 1545-0047

2013

Open to Public
Inspection

A For the 2013 calendar year, or tax year beginning SEP 1, 2013 and ending J 30, 2014
B Checkif C Name of organization D Employer identification number
applicable

[X]o%e | Hillcrest Baptist Medical Center
24:;;39 Doing Business As 74-1161944
ratuan Number and street (or P.0. box if mail 1s not delivered to street address) Room/suite | E Telephone number
Temn- | 2401 S 31st Street (254) 215-9256
f‘a'R.?R""" City or town, state or province, country, and ZIP or foreign postal code G Gross receipts $ 181 ' 377 ’ 688.

[ Jasptica Temple, TX 76508 H(a) Is this a group retum
pending F Name and address of principal officerGlenn Roblnson for subordinates? DYes X1 No

100 Hillcrest Medical Blvd, Waco, TX 76712 |Hb)aealsuwordnatesincucea2l__lves [_INo
| Tax-exempt status: LX] 501(c)(3) [ ] 501(c) ( )< (insert no.) ] 4947(a)(1) or 15027 If “No," attach a list (see instructions})
J Website: pr WWW.SW.O0Xg H(c) Group exemption number P>

K Form of organization: X1 Corporation Trust | Association

[__J other»

{ L Year of formation: 1 9 1 6] m State of legal domicile: TX

[Part1] Summary

9 1 Bnefly descrbe the organization’s mission or most significant activities: See Schedule O
c
% 2 Check this box P> |_] if the organization discontinued its operations or disposed of more than 25% of its net assets.
2 | 3 Number of voting members of the governing body (Part VI, line 13) RECE&VE 3 12
g 4 Number of Independent voting members of the goveming body (PartpVi-ine-1b) o 4 7
'8 5 Total number of individuals employed in calendar year 2013 (Part z-_,sl ne 2@ oo) 5 2283
:‘g 6 Total number of volunteers (estimate if necessary) &N AY 1 8 2015 { 6 100
E) 7 a Total unrelated business revenue from Part VII, column (C), line 32 et E_ 7a 0.
b Net unrelated business taxable iIncome from Form 990-T, line 34 FWF N ﬂ‘q:f’ 7b 0.
T T ==Pribr Year Current Year
o | 8 Contributions and grants (Part VI, ine 1h) 1,806,622. 5,570,227.
g 9 Program service revenue (Part VI, ine 2g) 200, 664 ,491. 169 ,599,361.
2 | 10 Investment income (Part VIlI, column (A), lines 3, 4, and 7d) 2,72 6 ,08 4. 812,830.
% | 11 Other revenue (Part Vill, column (A), lines 5, 6d, 8¢, 9¢, 10¢, and 11e) 2,726,352. 1,457,509,
12 Total revenue - add lines 8 through 11 (must equal Part Vill, column (A), ine 12) 207,923,5 49.]1 177 ,439,927.
13 Grants and similar amounts paid (Part I1X, column (A), lines 1-3) 7,487 ,145. 8,039,886.
14 Benefits paid to or for members (Part IX, column (A), ine 4) 0. 0.
@ | 15 Salaries, other compensation, employee benefits (Part IX, column (A), lines 5-10) 92,318,931. 71,317,550.
2 | 16a Professional fundraising fees (Part X, column (A), ine 11e) 0. 0.
§ b Total fundraising expenses (Part IX, column (D), line 25) P> 254 ,850.
W1 47 Other expenses (Part IX, column (A), ines 11a-11d, 11§-24e) 92,589,646. 88,740,675.
18 Total expenses. Add lines 13-17 (must equal Part IX, column (A), ne 25) 192,395,722.] 168,098,111.
19 Revenue less expenses. Subtract line 18 from line 12 15,527,827. 9,341,816.
Eé Beginning of Current Year End of Year
BS| 20 Total assets (Part X, ine 16) 223,623,324.] 235,152,139,
f’f’g 21 Total habilities {Part X, line 26) 221,013,086.] 223,384,902,
25| 22 Net assets or fund balances. Subtract line 21 from line 20 2,610,238.] 11,767,237.

{ Part Il | Signature Block

Under penalties of perjury, | declare that | have examined this return, including accompanying schedules and statements, and to the best of my knowledge and belief, it is
true, correct, and complete. QecliFaT@ of preparer {gther than officer) 1s based on alt information of which preparer has any knowledge,

e T A I 05/“/19/5
Sign Signature of officer Date 7
Here Richard Perkins, Chief Financial Officer
Type or print name and title
Print/Type preparer's name Preparer's signature Date Cheﬁ* L_Jf PTN
Paid selti_gloyed
Preparer |Firm's name Firm's EIN g
Use Only | Firm's address >
Phone no.
May the IRS discuss this return with the preparer shown above? (see instructions) |_] Yes [j No
332001 10-29-13 LHA For Paperwork Reduction Act Notice, see the separate instructions. Form 990 (2013)

See Schedule O for Organization Mission Statement Continuation
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Form 990 (2013) Hillcrest Baptist Medical Center 74-1161944 page2

| Part lll [ Statement of Program Service Accomplishments
Check if Schedule O contains a response or note to any line in this Part |il IE

1 Bnefly descrbe the organization's mission-

Baylor Scott & White Health exists to serve all people by providing

‘personalized health and wellness through exemplary care, education and

research as a Christian ministry of healing.

2 Did the organization undertake any significant program services during the year which were not isted on

the pnor Form 990 or 990-EZ7 DYes [X] No
If "Yes," descnbe these new services on Schedule O.
3 D the organization cease conducting, or make significant changes in how it conducts, any program services? :]Yes @ No

If "Yes," descnbe these changes on Schedule O.

4 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 are required to report the amount of grants and allocations to others, the total expenses, and
revenue, if any, for each program service reported.

4a (Code ) (Expenses $ 152,901,665- including grants of $ 8,039,886- ) (Revenue $ 1691599,361- )
See Schedule O

4b  (Code ) (Expenses $ including grants of $ ) (Revenue $ )

4¢c  (Code ) (Expenses $ including grants of $ ) (Revenus $ )

4d Other program services (Descnbe in Schedule O.)

(Expenses $ including grants of $ ) {Revenue $ )
4e Total program service expenses P> 152,901,665.
Form 990 (2013)
05003 See Schedule O for Continuation(s)
2
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Form 990 (2013 __Hillcrest Baptist Medical Center 74-1161944  page3
| Part IV | Checklist of Required Schedules

Yes | No
1 Is the organization described in section 501(c)(3) or 4947(a)(1) (other than a pnvate foundation)?
If "Yes, " complete Schedule A 1 |1 X
2 Is the organization required to complete Schedule B, Schedule of Contributors? 2 X
3 Did the organization engage In direct or indirect political campaign activities on behalf of or in opposition to candidates for
public office? If "Yes," complete Schedule C, Part | 3 X
4 Section 501(c)(3) organizations. Did the organization engage in lobbying activities, or have a section 501(h) election in effect
dunng the tax year? If “Yes," complete Schedule C, Part Ii 4 | X
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 Il 5 X
6 Did the organization maintain any donor advised funds or any similar funds or accounts for which donors have the nght to
provide advice on the distnbution or Investment of amounts In such funds or accounts? If *Yes," complete Schedule D, Part | 6 X
7 D the organization receive or hold a conservation easement, including easements to preserve open space,
the environment, historic land areas, or historic structures? /f "Yes," complete Schedule D, Part Il 7 X
8 Did the organization maintain collections of works of art, histoncal treasures, or other similar assets? /f "Yes, " complete
Schedule D, Part Ill 8 X
9 Did the organization report an amount in Part X, ine 21, for escrow or custodial account llability; serve as a custodian for
amounts not listed in Part X; or provide credit counseling, debt management, credit reparr, or debt negotiation services?
If "Yes," complete Schedule D, Part IV 9 X
10 Did the organization, directly or through a related organization, hold assets in temporanly restricted endowments, permanent
endowments, or quasi-endowments? If "Yes," complete Schedule D, Part V 10| X
11  If the organization’s answer to any of the following questions is "Yes," then complete Schedule D, Parts VI, VII, VIIL, IX, or X
as applicable.
a Did the organization report an amount for land, bulldings, and equipment in Part X, line 10? If "Yes, " complete Schedule D,
Part VI 11a]| X
b Did the organization report an amount for investments - other secunties in Part X, line 12 that i1s 5% or more of its total
assets reported in Part X, ine 16? If "Yes, " complete Schedule D, Part Vil 11b X
¢ Did the organization report an amount for investments - program related in Part X, line 13 that 1s 5% or more of its total
assets reported in Part X, ine 16? If “Yes, " complete Schedule D, Part Vill 11¢c X
d Did the organization report an amount for other assets in Part X, fine 15 that is 5% or more of its total assets reported in
Part X, ine 16? If "Yes, " complete Schedule D, Part IX 11d| X
e Did the organization report an amount for other habilities in Part X, ne 257 If "Yes, " complete Schedule D, Part X 11e| X
f Did the organization's separate or consolidated financial statements for the tax year include a footnote that addresses
the organization’s hability for uncertain tax positions under FIN 48 (ASC 740)? If "Yes," complete Schedule D, Part X 11| X
12a Did the organization obtain separate, independent audited financial statements for the tax year? If "Yes," complete
Schedule D, Parts XI and Xl 12a X
b Was the organization included in consolidated, ndependent audited financial statements for the tax year?
If "Yes," and If the organization answered "No" to ne 12a, then completing Schedule D, Parts Xl and Xl 1s optional 12b | X
13 Is the organization a school described in section 170(b)(1)(A)n)? If "Yes," complete Schedule E 13 X
14a Did the organization maintain an office, employees, or agents outside of the United States? 14a X
b Did 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, Parts | and IV 14b X
15 Did the organization report on Part IX, column (A), line 3, more than $5,000 of grants or other assistance to or for any
foreign organization? If "Yes," complete Schedule F, Parts Il and IV 15 X
16 Did the organization report on Part IX, column (A), ine 3, more than $5,000 of aggregate grants or other assistance to
or for foreign individuals? If *Yes, ® complete Schedule F, Parts Il and IV 16 X
17 Did the organization report a total of more than $15,000 of expenses for professional fundraising services on Part IX,
column (A), ines 6 and 11e? If "Yes, * complete Schedule G, Part | 17 X
18 Did the organization report more than $15,000 total of fundraising event gross income and contnbutions on Part VI, lines
1c and 8a? If *Yes,* complete Schedule G, Part Il 18 X
19 Did the organization report more than $15,000 of gross income from gaming activities on Part VI, line 9a? If *Yes,®
complete Schedule G, Part Il 19 X
20a Did the organization operate one or more hospital facilties? If “Yes, " complete Schedule H 20a| X
b _If "Yes” to ine 20a, did the organization attach a copy of its audited financial statements to this return? 20b0 | X
Form 990 (2013)
332003
10-29-13
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Form 990 (2013) Hillcrest Baptist Medical Center 74-1161944  paged

{Part IV | Checklist of Required Schedules (continued)

Yes | No
21 Did the organization report more than $5,000 of grants or other assistance to any domestic organization or
government on Part IX, column (A), ine 1? If "Yes, " complete Schedule |, Parts | and Il 21| X
22 D the organization report more than $5,000 of grants or other assistance to indwviduals in the Unrted States on Part IX,
column (A), ine 2?2 If *Yes," complete Schedule |, Parts | and lil 22 X
23 Did the organization answer "Yes" to Part VI, Section A, line 3, 4, or 5 about compensation of the organization’s current
and former officers, directors, trustees, key employees, and highest compensated employees? If “Yes," complete
Schedule J 23| X
24a Did the organization have a tax-exempt bond 1ssue with an outstanding pnncipal amount of more than $100,000 as of the
last day of the year, that was 1ssued after December 31, 20027 If "Yes, " answer lines 24b through 24d and complete
Schedule K. If "No®, go to line 25a 24a X
b Did the organization invest any proceeds of tax-exempt bonds beyond a temporary penod exception? 24b
¢ 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
d Did the organization act as an "on behalf of” issuer for bonds outstanding at any time dunng the year? 24d
25a Section 501(c)(3) and 501(c)(4) organizations. Did the organization engage in an excess benefit transaction with a
disqualified person dunng the year? If *Yes," complete Schedule L, Part | 25a X
b 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 "Yes," complete
Schedule L, Part | 25b X
26 Did the organization report any amount on Part X, line 5, 6, or 22 for receivables from or payables to any current or
former officers, directors, trustees, key employees, highest compensated employees, or disqualfied persons? If so,
complete Schedule L, Part Ii 26 X
27 Did the organization provide a grant or other assistance to an officer, director, trustee, key employee, substantial
contnbutor or employee thereof, a grant selection committee member, or to a 35% controlled entity or family member
of any of these persons? If “Yes, " complete Schedule L, Part Il 27 X
28 Was the organization a party to a business transaction with one of the following parties (see Schedule L, Part IV
instructions for applicable filing thresholds, conditions, and exceptions):
a A current or former officer, director, trustee, or key employee? If "Yes, " complete Schedule L, Part IV 28a| X
b A family member of a current or former officer, director, trustee, or key employee? /f "Yes,* complete Schedule L, Part IV 28b| X
¢ An entity of which a current or former officer, director, trustee, or key employee (or a family member thereof) was an officer,
director, trustes, or direct or indirect owner? If "Yes," complete Schedule L, Part IV 28c X
29 Did the organization receive more than $25,000 in non-cash contributions? If “Yes, ® complete Schedule M 29 X
30 Did the organization receive contributions of art, historical treasures, or other similar assets, or qualified conservation
contrnibutions? If ®Yes, " complete Schedule M 30 X
31 D the orgamization hquidate, terminate, or dissolve and cease operations?
If *Yes," complete Schedule N, Part | 31 X
32 Did the organization sell, exchange, dispose of, or transfer more than 25% of its net assets?/f “Yes," complete
Schedule N, Part il 32 X
33 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 | 33 X
34 Was the organization related to any tax-exempt or taxable entity? If “Yes, " complete Schedule R, Part I, Ill, or IV, and
Part V, line 1 34| X
35a Did the organization have a controlled entity within the meaning of section 512(b)(13)? 35a| X
b i “Yes" to ine 35a, did the organization receive any payment from or engage in any transaction with a controlled entity
within the meaning of section 512(b)(13)? If "Yes," complete Schedule R, Part V, line 2 3sp| X
36 Section 501(c)(3) organizations. Did the organization make any transfers to an exempt non-chantable related organization?
If *Yes," complete Schedule R, Part V, line 2 36 X
37 Did the organization conduct more than 5% of its activities through an entity that i1s not a related organization
and that 1s treated as a partnership for federal income tax purposes? If “Yes," complete Schedule R, Part VI 37 X
38 Did the organization complete Schedule O and provide explanations in Schedule O for Part VI, Iines 11b and 19?
Note. All Form 990 filers are required to complete Schedule O 3g | X
Form 990 (2013)
332004
10-29-13
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Form 990 (2013 Hillcrest Baptist Medical Center 74-1161944
- Statements Regarding Other IRS Filings and Tax Compliance

Page 5

Check if Schedule O contains a response or note to any line in this Part V

]

Yes | No
t1a Enter the number reported in Box 3 of Form 1096. Enter -0- if not applicable 1a 217
b Enter the number of Forms W-2G included in line 1a. Enter -0- if not applicable 1b 0
¢ Did the organization comply with backup withholding rules for reportable payments to vendors and reportable gaming
(gambling) winnings to pnze winners? 1c | X
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 2a 2283
b If at least one 1s reported on line 2a, did the organization file all required federal employment tax returns? X
Note. If the sum of ines 1a and 2a 1s greater than 250, you may be required to e-file (see instructions)
3a Did the organization have unrelated business gross income of $1,000 or more dunng the year? 3a X
b If "Yes," has it filed a Form 990-T for this year? If "No," to line 3b, provide an explanation in Schedule O 3b
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, securities account, or other financial account)? 4a X
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 shetter transaction at any time during the tax year? 5a X
b Did any taxable party notify the organization that it was or is a party to a prohibited tax shelter transaction? Sb X
¢ If "Yes," to ine 5a or 5b, did the organization file Form 8886-T7? 5¢
6a Does the organization have annual gross receipts that are normally greater than $100,000, and did the organization solicit
any contributions that were not tax deductible as charitable contributions? 6a X
b if "Yes," did the organization include with every solictation an express statement that such contributions or gifts
were not tax deductible? 6b
7 Organizations that may receive deductible contributions under section 170(c).
a Did the organization receive a payment in excess of $75 made partly as a contribution and partly for goods and services provided to the payor? | 7a X
b If "Yes," did the organization notify the donor of the value of the goods or services provided? 7b
¢ Did the organization sell, exchange, or otherwise dispose of tangible personal property for which it was required
to file Form 82827 7c X
d If "Yes," indicate the number of Forms 8282 filed dunng the year | 7d |
e Did the organization receive any funds, directly or indirectly, to pay premiums on a personal benefit contract? 7e X
f Did the organization, during the year, pay premiums, directly or indirectly, on a personat benefit contract? 7f X
g [f the organization received a contnbution of qualified intellectual property, did the organization file Form 8899 as required? | 79 N/RA
h If the organization received a contribution of cars, boats, arplanes, or other vehicles, did the organization file a Form 1098-C? | 7h N/A
8 Sponsoring organizations maintaining donor advised funds and section 508(a)(3) supporting organizations. Did the supporting N/A
organization, or a donor advised fund maintained by a sponsoring organization, have excess business holdings at any time during the year? 8
9 Sponsoring organizations maintaining donor advised funds.
a Did the organization make any taxable distnbutions under section 4966? N/A 9a
b Did the organization make a distribution to a donor, donor advisor, or related person? N/A Sb
10 Section 501(c)(7) organizations. Enter:
a Inmation fees and capital contributions included on Part Vi, ine 12 N/A 10a
b Gross receipts, included on Form 990, Part VIII, line 12, for public use of club facilities 10b
11 Section 501{c)(12) organizations. Enter:
a Gross income from members or shareholders N/A 11a
b Gross income from other sources (Do not net amounts due or paid to other sources against
amounts due or received from them ) 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 N/ A | 12b I
13 Section 501(c)(29) qualified nonprofit health insurance issuers.
a Is the organization licensed to issue qualified heatth plans in more than one state? N/A 13a
Note. See the instructions for additional information the organization must report on Schedule O
b Enter the amount of reserves the organization i1s required to maintain by the states in which the
organization 1s licensed to issue qualfied health plans 13b
¢ Enter the amount of reserves on hand 13¢
14a Did the organization receive any payments for indoor tanning services durng the tax year? 14a X
b If "Yes,” has it filed a Form 720 to report these payments? /f "No, * provide an explanation in Schedule O 14b
Form 990 (2013)
332005
10-29-13
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Form 990 (2013) Hillcrest Baptist Medical Center 74-1161944 page6
| | Part Vi | Governance, Management, and Disclosure For each "Yes® response to lines 2 through 7b below, and for a *No" response
| to line 8a, 8b, or 10b below, describe the circumstances, processes, or changes in Schedule O. See instructions.

Check if Schedule O contains a response or note to any line _in this Part Vi DE
Section A. Governing Body and Management
Yes | No
1a Enter the number of voting members of the governing body at the end of the tax year 1a 12
If there are material differences in voting rights among members of the governing body, or if the governing
body delegated broad authority to an executive committee or similar commuttee, explan in Schedule O.
b Enter the number of voting members included in line 1a, above, who are independent 1b 7
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 X
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 X
| 4 Did the organization make any significant changes to its governing documents since the prior Form 990 was filed? 4 X
5 Did the organization become aware during the year of a significant diversion of the organization’s assets? 5 X
6 Did the organization have members or stockholders? 6 X
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 | X
b Are any govemance decisions of the organization reserved to (or subject to approval by) members, stockholders, or
persons other than the governing body? 7b | X
8 Did the organization contemporaneously document the meetings held or written actions undertaken during the year by the following:
a The goverming body? ga| X
b Each committee with authonty to act on behalf of the governing body? sb | X
9 s there any officer, director, trustee, or key employee listed in Part VI, Section A, who cannot be reached at the
organization's mailing address? If "Yes, " provide the names and addresses in Schedule O 9 X
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 affiiates? 10a X
b If "Yes," did the orgamzation have written policies and procedures governing the activities of such chapters, affihates,
and branches to ensure their operations are consistent with the organization's exempt purposes? 10b
11a Has the organization provided a complete copy of this Form 990 to all members of its governing body before filing the form? 11a| X
b Describe in Schedule O the process, If any, used by the organization to review this Form 990.
12a Did the organization have a wntten conflict of interest policy? /f "No," go to line 13 12a| X
b Were officers, directors, or trustees, and key employees required to disclose annually interests that could give rse to conflicts? 12b| X
¢ Dud the organization regularly and consistently monitor and enforce compliance with the policy? If "Yes, * descnibe
in Schedule O how this was done 12¢| X
13 D the organization have a written whistleblower policy? 13 | X
14 Did the organization have a wntten document retention and destruction policy? 19| X
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| X
b Other officers or key employees of the organization 15b X
If "Yes" to ine 15a or 15b, describe the process in Schedule O (see instructions).
16a Did the organization invest In, contnbute assets to, or participate in a joint venture or similar arrangement with a
; taxable entity dunng the year? 16a X
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
Section C. Disclosure
17 List the states with which a copy of this Form 990 is required to be filed P> None

18 Section 6104 requires an organization to make its Forms 1023 (or 1024 if applicable), 990, and 990-T (Section 501(c)(3)s onty) available
\ for public inspection. Indicate how you made these available. Check all that apply.
i (] own webstte ] Another's webstte Upon request ] other (explain in Schedule O)
19 Descnbe in Schedule O whether (and if so, how), the organization made its goveming documents, conflict of interest policy, and financial
statements available to the public dunng the tax year.
20 State the name, physical address, and telephone number of the person who possesses the books and records of the organization: P>

Laurie Hengst - (254) 215-9259
2401 S 31st Street, Temple, TX 76508
332006 10-29-13 Form 990 (2013)
6
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Page 7

Form 990 (2013 Hillcrest Baptist Medical Center 74-1161944
— Compensation of Officers, Directors, Trustees, Key Employees, Highest Compensated
Employees, and Independent Contractors
Check if Schedule O contains a response or note to any line in this Part VI :]
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 organmization’s tax year

® | st all of the organization’s current officers, directors, trustees (whether individuals or organizations), regardless of amount of compensation.
Enter -0- in columns (D), (E), and (F) f no compensation was paid.

® List all of the organization’s current key employees, if any. See instructions for definttion of "key employee."

® |ist the organization’s five current highest compensated employees (other than an officer, director, trustee, or key employee) who received report-
able 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, and highest compensated employees who received more than $100,000 of
reportable compensation from the organization and any related organizations.

® st 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; instrtutional trustees; officers; key employees; highest compensated employees;
and former such persons.

E] Check this box if nerther the organization nor any related organization compensated any current officer, director, or trustee.

(A) (B) (€) (D) € (F)
Name and Title Average | 4o not cf e‘gks'rﬂg;‘man one Reportable Reportable Estimated
hours per | box, untess person is both an compensation compensation amount of
week officer and a diractorAtrustee) from from related other
(list any g the organizations compensation
hours for | 5 - B organization (W-2/1099-MISC) from the
related | g | & g (W-2/1099-MISC) organization
organizations| = | EXE and related
below § § 5 |E §§ 5 organizations
line) 2le|5|&E|2E] 8
(1) Terry Maness 1.00
Director, Secretary X X 0. 0. 0.
(2) Billy H. Davis, Jr. 1.00
Director, Chairman X X 0. 0. 0.
(3) David G. Hoffman, M.D, 1.00
Director X 0. 0. 0.
(4) Lyndon L, Olson, Jr, 1.00
Director X 0. 0. 0.
(5) Gordon L, Swanson 1.00
Director X 0. 0. 0.
(6) Walter Abercrombie 1.00
Director X 0. 0. 0.
(7) G. Michael Reitmeier 1.00
Director X 0. 0. 0.
(8) J. Mark Rister, M,D, 1.00
Director X 0. 0. 0.
(9) carey Hobbs 1.00
Director, Treasurer X X 0. 0. 0.
(10) John Speckmiear, M,D, 1.00
Director 40.00]X 0. 329,156.| b54,387.
(11) Glenn A, Robinson 40.00
Director, Chief Executive Officer X X 452,383. 0. 57,099.
(12) Michael D. Reis, M,D, 1.00
Director, Vice-Chairman 40.00 (X X 0. 442,266- 53,260.
(13) Patricia M, Currie 1.00
Director 40.00|X 0. 579,501.] 54,972.
(14) Glen R, Couchman, M.D, 1.00
Director 40.00(X 0. 581,622.] 53,162,
(15) Richard W, Perkins 40.00
Chief Financial Officer X 271,483. 0. 52,028.
(16) James Morrison, M.D, 40.00
Chief Medical Officer X 355,761. 0.] 52,739.
(17) Marcy R. Weber 40.00
Chief Nursing Officer X 154,984. 0. 35,650.
332007 10-29-13 . Form 990 (2013)
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14210511 137705 HBMC

Form 990 (2013) Hillcrest Baptist Medical Center 74-1161944 Page8
Part Vil l Section A. Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees (continued)
(A) (B) (C) (D} (E) (F)
Name and title Average (do not cr'?ﬁgf'ﬁg;‘man one Reportable Reportable Estimated
hours per | box, unless person is both an compensation compensation amount of
week officer and a director/trustee) from from related other
(st any g the organizations compensation
hours for | 5 2 organization (W-2/1099-MISC}) from the
related | 5 | § 2 (W-2/1099-MISC) organization
organizations| £ | = 3 and related
below Blgl. |2 g gl . organizations
(18) David Blackwell 40.00
Chief Human Resource Officer X 163,833, 0. 39,023.
(19) Brad D, Crye 40.00
Senior Vice-President X 183,649, 0. 44,370.
(20) Richard Warren 40.00
Chief Information Officer X 163,263. 0. 30,552.
(21) Robert Brace 40.00
Chief Compliance Officer X 174,422. 0. 33,011.
(22) David Gentsch 40.00
Pharmacy Director X 172,683. 0. 24,983-
(23) Matthew Roher 40.00
Director of Clinic Operations X 172,242. 0. 31,797.
(24) Laurie Hengst 40.00
Finance Director X 166,055- 0. 18,109.
(25) Alan Luker 40.00
Director of Marketing X 160 ,495. 0. 26, 588.
(26) Kimberly Stanford 40.00
Executive Director, Rehab X 160 . 688. 0. 24,649,
16 Sub-total > | 2,751,941.] 1,932,545.] 686,379.
¢ Total from continuation sheets to Part Vil, Section A » 0. 0. 0.
d_Total (add lines 1b and 1c) »| 2,751,941.] 1,932,545.[ 686,379.
2 Total number of individuals (including but not mited to those listed above) who received more than $100,000 of reportable
compensation from the organization P> 42
Yes | No
3 Dd 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 indvidual 3 X
4 For any individual listed on line 1a, is the sum of reportable compensation and other compensation from the organization
and related organizations greater than $150,0007 /f "Yes, " complete Schedule J for such individual 4 | X
§ Did any person listed on line 1a receive or accrue compensation from any unrelated organization or individual for services
rendered to the organization? If "Yes, " complete Schedule J for such person 5 X

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.

(A) (B) (C)
Name and business address Description of services Compensation
DPR Construction, 9606 N Mopac Expressway
Ste 300, Austin, TX 78759 Construction 3,450,878.
Total Trauma Care PLLC, 50 Hillcrest
Medical Blvd Ste 102, Waco, TX 76712 Physician Services 2,234,900.
McLennan County Medical Education & Researc
1600 Providence Dr, Waco, TX 76707 Physician Services 1,589,570.
Holloway Credit Solutions Credit and
1286 Carmichael Way, Montgomery, AL 36106 [Consulting Service 692,154,
Gjerset & Lorenz LLP
2801 Via Fortuna Ste 500, Austin, TX 78746 [Legal Services 672,745.
2 Total number of Independent contractors (including but not imited to those listed above) who received more than
$100,000 of compensation from the organization P> 29
Form 990 (2013)
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Form 990 (2013) Hillcrest Baptist Medical Center 74-1161944 Page9
[Part VIli | Statement of Revenue
Check If Schedule O contains a response or note to any line in this Part Vil L]
(A) (B) (C) R SD) uded
Total revenue Retated or Unrelated ?ygr?\uta)s)a%ge?
exempt function business sections
revenue revenue 512 -514
‘3 .g 1 a Federated campaigns 1a
g é b Membership dues 1b
= ¢ Fundraising events 1c
g_?g d Related organizations 1d 4,843,337,
g UE, e Govemment grants (contributions) 1e 598,460,
f__’ 5 f All other contributions, gifts, grants, and
aE similar amounts not included above 1t 128,430,
‘E% g Noncash contributions Included in lines 1a-1f $ .
o« h Total. Add lines 1a-1f . | 2 5,570,227,
Business Cod '
2 2 a Patient Care 622110 167,796,403, 167,796,403,
2 o b Rent 900099 1,054,845, 1,054,845,
& g ¢ EHR Incentive 622110 365,215, 365,215,
§3| «
| e
o f All other program service revenue 382,898. 382,898,
g Total. Add lines 2a-2f | 3 169,599,361,
3 Investment income (iIncluding dividends, interest, and
other similar amounts) > 975,235, 975,235,
4 Income from investment of tax-exempt bond proceeds >
5  Royalties >
(i) Real (1) Personal
6 a Gross rents
b Less: rental expenses
¢ Rental Income or (loss)
d Net rental income or (loss}) »
7 a Gross amount from sales of (i) Securities (i) Other
assets other than inventory 3,772,356, 3,000,
b Less: cost or other basis
and sales expenses 3,937,761, 0.
¢ Gain or (loss) -165,405. 3,000,
d Net gain or (loss) | -162,405, -162,405,
o | 8 a Gross income from fundraising events (not
E including $ of
é contnbutions reported on ne 1c) See
5 Part IV, line 18 a
g b Less: direct expenses b
¢ Net income or (loss) from fundraising events >
9 a Gross Income from gaming activities. See
Part IV, Iine 19 a
b Less- direct expenses b
¢ Net income or (loss) from gaming activities »
10 a Gross sales of inventory, less returns
and allowances a
b Less: cost of goods sold b
¢ Net income or (loss) from sales of inventory »
Miscellaneous Revenue Business Code
11 a Cafeteria/Vending 722514 1,242,608, 1,242,608,
b Gift Shop/Retail 453220 214,901, 214,901,
c
d All other revenus
e Total. Add lines 11a-11d > 1,457,509,
12  Total revenue. See instructions. » 177,439,927, 169,599,361, 0, 2,270,339,
s Form 990 (2013)
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Form 990 %201 3)

Hillcrest Baptist Medical Center

74-1161944 page 10

Part IX | Statement of Functional Expenses

Section 501(c)(3) and 501(c)(4) organizations must complete all columns. All other organizations must complete column (A)

Check if Schedule O contains a response or note to any line in this Part IX Lﬂ
Do not include amounts reported on lines b, Total é:genses Program service Management and Fun lrZ:x)lsmg
7b, 8b, 9b, and 10b of Part Vill. expenses general expenses expenses
1 Grants and other assistance to governments and
organtzations n the United States. See Part IV, line 21 8,039,886.] 8,039,886.
2 Grants and other assistance to individuals in
the Unted States. See Part IV, line 22
3 Grants and other assistance to govemments,
organizations, and indviduals outside the
United States. See Part IV, ines 15 and 16
4 Benefits paid to or for members
5 Compensation of current officers, directors,
trustees, and key employees 1,435,920. 1,435,920.
6 Compensation not included above, to disquahfied
persons {as defined under section 4958(f)(1)) and
persons described in section 4958(c)(3)(B)
7 Other salaries and wages 57,993,665.] 53,504,871.[ 4,340,859. 147,935.
8 Pension plan accruals and contnibutions (include
section 401(k) and 403(b) employer contributions)
9 Other employee benefits 11,887,965.] 11,351,842. 536,123.
10 Payroll taxes
11 Fees for services (non-employees):
a Management
b Legal 15,575. 15,575.
¢ Accounting 4,167. 4,167.
d Lobbying 13,966. 13,966.
e Professional fundraising services. See Part IV, ine 17
f Investment management fees 249,493, 249,493.
g Other. (If ine 11g amount exceeds 10% of line 25,
column (A) amount, list line 11g expensesonSch0.) | 25,094 ,847.} 20,798,769, 4,234,091. 61,987.
12 Advertising and promotion 420,955. 4,078. 413,791. 3,086.
13 Office expenses 1,756,007. 1,595,416. 143,854. 16,737.
14  Information technology 1,070,683. 907,419. 163,264.
15 Royalties
16 Occupancy 14,965,837, 13,100,326.] 1,865,511.
17 Trave! 722,268. 614,702. 93,651. 13,915.
18 Payments of travel or entertainment expenses
for any federal, state, or local public officials
19 Conferences, conventions, and meetings
20 Interest
21 Payments to affliates
22 Depreciation, depletion, and amortization 10,241,985- 9,726,927- 507,766- 7,292-
23 Insurance 186,331. 186,331.
24 Other expenses. itemize expenses not covered
above. (List miscellaneous expenses in line 24e. If line
24e amount exceeds 10% of line 25, column (A)
amount, hist line 24e expenses on Schedule 0.)
a Medical Supplies 31,483,873.] 31,483,873.
b Non - Medical Supplies 1,617,895.] 1,613,256. 4,639,
¢ Recruiting 613,508. 613,508.
d Dues & Memberships 222,748, 109,581. 109,539. 3,628,
e All other expenses 60,537. 50,719. 9,548. 270.
25  Total functional expenses. Add hnes 1through24e (168,098 ,111./152,901,665.] 14,941,596. 254,850.
26 Joint costs. Complete this ine only if the organization
reported in column (B) joint costs from a combined
educational campaign and fundraising solicitation.
Check here P |:] if following SOP 98-2 (ASC 958-720)
332010 10-29-13 Form 990 (2013)
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Form 990 (2013) Hillcrest Baptist Medical Center 74-1161944 page 11
| Part X [ Balance Sheet
Check if Schedule O contains a response or note to any line in this Part X |_]
(A) (8)
Beginning of year End of year
1 Cash - non-interest-bearing 1,802,899.[ 1 6,511,843.
2 Savings and temporary cash Investments 3,980,398.| 2 9,210,997.
3 Pledges and grants receivable, net 3
4 Accounts receivable, net 25,158,944.| 4 32,415,454,
5 Loans and other receivables from current and former officers, directors,
trustees, key employees, and highest compensated employees Complete
Part |l of Schedule L 5
6 Loans and other receivables from other disqualified persons (as defined under
section 4958(f)(1)), persons descnbed in section 4958(c)(3)(B), and contnbuting
employers and sponsonng organizations of section 501(c)(9) voluntary
.g employees' beneficiary organizations (see instr). Complete Part Il of Sch L 6
@ | 7 Notes and loans receivable, net 59,477. 7
< 8 Inventories for sale or use 4,107,473.] 8 4,652,565.
9 Prepaid expenses and deferred charges 1,029,870.[ ¢ 582,360.
10a Land, buildings, and equipment: cost or other
basis. Complete Part VI of Schedule D 10a] 184,169,166.
b Less: accumulated depreciation 10b 61,208:845- 125,853,062. 10c 122,960,321-
11 Investments - publicly traded securities 45,689,098.] 11 43,357,314.
12 investments - other secunties. See Part IV, line 11 12
13  Investments - program-related. See Part IV, ine 11 74,248.| 13 1,161, 365.
14 Intangible assets 14
15 Other assets See Part IV, line 11 15,867,855, 15 14,299,920.
16 Total assets. Add Iines 1 through 15 (must equal line 34) 223,623,324.] 6] 235,152,139,
17  Accounts payable and accrued expenses 16,041,126.( 17 21,682,656,
18 Grants payable 18
19 Deferred revenue 452,273.] 19 575,659.
20 Tax-exempt bond habiltties 20
21 Escrow or custodial account liabity. Complete Part IV of Schedule D 21
@ 22 Loans and other payables to current and former officers, directors, trustees,
= key employees, highest compensated employees, and disqualified persons.
ﬁ Complete Part 1l of Schedule L 22
- |23 Secured mortgages and notes payable to unrelated third parties 23
24 Unsecured notes and loans payable to unrelated third parties 24
25 Other habilties (ncluding federal iIncome tax, payables to related third
parties, and other habilities not included on lines 17-24). Complete Part X of
Schedule D 204,519,687.| 25| 201,126,587.
26__Total liabilities. Add lines 17 through 25 221,013,086.] 26 | 223,384,902,
Organizations that follow SFAS 117 (ASC 958), check here P> IX] and
S complete lines 27 through 29, and lines 33 and 34.
g 27 Unrestncted net assets -5,370,135.| 27 6,457,351.
T-g 28 Temporarnly restricted net assets 6,257,328.] 28 3,691,647.
T |29 Permanently restricted net assets 1,723,045.] 29 1,618,239.
g Organizations that do not follow SFAS 117 (ASC 958), check here P> D
H] and complete lines 30 through 34.
% 30 Caprtal stock or trust pnncipal, or current funds 30
§ 31 Paid-n or capital surplus, or land, building, or equipment fund 31
% | 32 Retained eamings, endowment, accumulated income, or other funds 32
Z | 33 Total net assets or fund balances 2,610,238.] 33 11,767,237,
34 Total habilities and net assets/fund balances 223 ) 623 y 324.] 34 235 ’ 152 ’ 139.

332011
10-29-13
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Form 990 (2013) Hillcrest Baptist Medical Center 74-1

161944 _Page 12

1 | Part XI | Reconciliation of Net Assets

Check if Schedule O contains a response or note to any line in this Part XI

X1

1 Total revenue (must equal Part Vill, column (A), ine 12) 1 177,43 9,927.
2 Total expenses (must equal Part IX, column (A), line 25) 2 168,09 8 ‘ 111.
3 Revenue less expenses. Subtract ine 2 from line 1 3 9, 341,816.
4 Net assets or fund balances at beginning of year (must equal Part X, ine 33, column (A)) 4 2 ' 610 ’ 238.
8 Net unrealized gains (losses) on investments 5 1,823,935.
6 Donated services and use of facilities 6
7 Investment expenses 7
8 Pnor penod adjustments 8
9 Other changes In net assets or fund balances (explain in Schedule O) 9 -2,00 8 , 15 2.
10 Net assets or fund balances at end of year. Combine lines 3 through 9 (must equal Part X, line 33,
column (B)) 10 11,767,237.

[ Part XII| Financial Statements and Reporting

Check if Schedule O contains a response or note to any line in this Part XI|

x]

2a

3a

Accounting method used to prepare the Form 990: D Cash ‘XI Accrual D Other

Yes | No

If the organization changed its method of accounting from a pnor year or checked "Other," explain in Schedule O.
Were the organization’s financial statements compiled or reviewed by an independent accountant?

If "Yes," check a box below to indicate whether the financial statements for the year were compiled or reviewed on a
separate basis, consolidated basis, or both:

D Separate basis D Consolidated basis l:l Both consolidated and separate basis
Were the organization’s financial statements audited by an independent accountant?

If "Yes," check a box below to indicate whether the financial statements for the year were audrited on a separate basis,
consolidated basis, or both:

[:I Separate basis [X‘ Consolidated basis E] Both consolidated and separate basis

If “Yes" to line 2a or 2b, does the organization have a commuttee 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 erther its oversight process or selection process dunng the tax year, explain in Schedule O
As a result 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?
If “Yes," did the organization undergo the required audrt or audits? If the organization did not undergo the required audit
or audits, explain why in Schedule O and descnbe any steps taken to undergo such audits

2a X

2b | X

2c| X

3a| X

3b| X

332012
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SCHEDULE A . . . OMB No 1545-0047
(Form 890 or 990-E2) Public Charity Status and Public Support
Complete if the organization is a section 501(c)(3) organization or a section 20 1 3
4947(a)( 1) nonexempt charitable trust. .
5\?;?\2:“;"( of theSTreasury P> Attach to Form 990 or Form 990-EZ. Open to P_Ubhc
ovenue Service P> information about Schedule A (Form 990 or 990-EZ) and its instructions is at WWW.Irs.qov/form990 Inspection
Name of the organization Employer identification number
Hillcrest Baptist Medical Center 74-1161944

[Part] [ Reason for Public Charity Status (Al organizations must complete this part.) See instructions.
The organization i1s not a pnvate foundation because It 1s: (For ines 1 through 11, check only one box.)

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

A school descnbed in section 170{b)( 1)(A)(ii). (Attach Schedule E )

A hospital or a cooperative hospital service organization descnbed in section 170(b)( 1)(A)(iii).
|:] A medical research organization operated in conjunction with a hospital descnbed in section 170(b)(1)(A)(iii). Enter the hosprtal's name,
city, and state:
An organization operated for the benefit of a college or university owned or operated by a governmental unit descnbed in
section 170(b)(1)(A)(iv). (Complete Part Il.)
A federal, state, or local govemment or governmental unit descnbed in section 170(b)(1}{A)(v).
An organization that normally receives a substantial part of its support from a govermmental unit or from the general public described In
section 170(b)(1)(A)(vi). (Complete Part Il.)
A community trust descnbed in section 170(b){1)(A){vi). (Complete Part I1.)
An organization that normally receives: (1) more than 33 1/3% 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 33 1/3% 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 Part 1l1.)
An organization organized and operated exclusively to test for public safety. See section 509(a)(4).
An organization 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 descnbed 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 |:] Type | b Type It c |:] Type ll! - Functionally integrated d :] Type Il - Non-functionally integrated
e |:| By checking this box, | certify that the organization is 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).

L ON =

(4]

00 00 O

10
11

OO

f If the organization received a written determination from the IRS that it is a Type |, Type ll, or Type H|
supporting organization, check this box l:l
g Since August 17, 2006, has the organization accepted any gift or contnbution from any of the followmng persons?
(i) A person who directly or indirectly controls, either alone or together with persons descnbed in (i) and (in) below, Yes | No
the governing body of the supported organization? 11g(i)
(ii) A family member of a person described in (i) above? 11g(ii)
(iii) A 35% controlled entity of a person described in () or (i) above? 11g(iii
h Provide the following information about the supported organization(s).
(i) Name of supported (i) EIN (iii) Type of organization [(iv)1s the orgamization| (v) Did you notify the or ar(]‘l’zigt'%}‘hﬁ] col. | (vii) Amount of monetary
organization (described on fines 1-9 fn col. (i) hsted in your| qrganlzatlon in col. (i)gorgamzed in the support
above or IRC section  [governing document?] (i) of your support? L.S.?
(see instructions)) Yes No Yes No Yes No
Total
LHA For Paperwork Reduction Act Notice, see the Instructions for Schedule A (Form 990 or 990-EZ) 2013
Form 990 or 990-EZ.
332021
09-25-13
13

14210511 137705 HBMC 2013.05080 Hillcrest Baptist Medical C HBMC1




ptist Medical Center

Schedule A (Form 990 or 990-£2) 2013 Hillcrest Ba 74-1161944 page2
upport Schedule for Organizations
(Complete only If you checked the box on line 5, 7, or 8 of Part | or if the orgamzation failed to qualify under Part lll. If the organization

fails to qualify under the tests listed below, please complete Part lil.)

Section A. Public Support

Calendar year (or fiscal year beginning in) > {a) 2009 {b) 2010 (c) 2011 (d) 2012 (e) 2013 (f) Total
1 Gifts, grants, contnbutions, and
membership fees received. (Do not
include any "unusual grants.”)

2 Tax revenues levied for the organ-
1zation's benefit and erther paid to
or expended on its behalf

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

4 Total. Add lines 1 through 3

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

6 Public support. Subtract ine 5 from line 4

Section B. Total Support
Calendar year (or fiscal year beginning in) > (a) 2009 {b) 2010 (c) 2011 {d) 2012 (e) 2013 (f) Total
7 Amounts from line 4
8 Gross income from interest,
dividends, payments received on
securtties loans, rents, royalties
and income from similar sources
9 Net income from unrelated business
activities, whether or not the
business i1s regularly camed on
10 Other income. Do not include gain
or loss from the sale of capital
assets (Explain in Part V.)
11 Total support. Add lines 7 through 10

12 Gross receipts from related activities, etc. (see instructions) 12 l
13 First five years. If the Form 990 1s for the organization’s first, second, third, fourth, or fifth tax year as a section 501(c}(3)

organization, check this box and stop here » |:]
Section C. Computation of Public Support Percentage
14 Public support percentage for 2013 (ine 6, column (f) divided by ine 11, column (f)) 14 %
15 Public support percentage from 2012 Schedule A, Part |1, line 14 15 %
16a 33 1/3% support test - 2013. If the organization did not check the box on line 13, and line 14 is 33 1/3% or more, check this box and

stop here. The organization qualifies as a publicly supported organization > D

b 33 1/3% support test - 2012. If the organization did not check a box on line 13 or 16a, and line 151s 33 1/3% or more, check this box
and stop here. The organization qualifies as a publicly supported organization > :]

17a 10% -facts-and-circumstances test - 2013. If the organization did not check a box on line 13, 16a, or 16b, and line 14 1s 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 » :]
b 10% -facts-and-circumstances test - 2012. If the organization did not check a box on line 13, 16a, 16b, or 17a, and Iine 1515 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 | 2 ':]
18 Private foundation. If the organization did not check a box on line 13, 16a, 16b, 17a, or 17b, check this box and see instructions >
Schedule A (Form 990 or 990-EZ) 2013

332022
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Schedule A (Form 990 or 990-E7) 2013 Hillcrest Baptist Medical Center 74-1161944 pages
- %upport §cﬁe% ule for Organizations Described in Section 509(a)(2)
(Complete only if you checked the box on line 9 of Part | or if the organization failed to qualify under Part Il. If the organization fails to
qualify under the tests listed below, please complete Part Il.)
Section A. Public Support
Calendar year (or fiscal year beginning in) > (a) 2009 {b) 2010 {c) 2011 (d) 2012 (e) 2013 (f) Total
1 Gifts, grants, contnbutions, and
membership fees received. (Do not
include any "unusualt grants.")

2 Gross receipts from admissions,
merchandise sold or services per-
formed, or facilities furmnished in
any activity that is related to the
organization's tax-exempt purpose

3 Gross receipts from activities that
are not an unrelated trade or bus-

iness under section 513

4 Tax revenues levied for the organ-
1zation's benefit and ether 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 included on lines 1, 2, and

3 received from disqualified persons

b Amounts included on fines 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

¢ Add lines 7a and 7b

8 Public support (syhactine 7efiomine 6)
Section B. Total Support

Calendar year (or fiscal year beginning in) p»> (a) 2009 {b) 2010 (c) 2011 (d) 2012 {e) 2013 {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

¢ Add lines 10a and 10b

11 Net income from unrelated business
activities not included in ine 10b,
whether or not the business I1s
regularly camed on

12 Other income. Do not include gain
or loss from the sale of caprtal
assets (Explain in Part IV.)

13 Total support. (Add lnes 9, 10c, 11, and 12)

14 First five years. If the Form 990 is for the organization’s first, second, third, fourth, or fifth tax year as a section 501(c)(3) organization,

check this box and stop here | 2 [ ]
Section C. Computation of Public Support Percentage
15 Public support percentage for 2013 (line 8, column (f) divided by line 13, column (f)) 15 %
16__Public support percentage from 2012 Schedule A, Part Ili; line 15 16 %
Section D. Computation of Investment Income Percentage
17 Investment iIncome percentage for 2013 (line 10c, column (f) divided by line 13, column (f)) 17 %
18 Investment income percentage from 2012 Schedule A, Part lll, ine 17 18 %
19a 33 1/3% support tests - 2013. If the organization did not check the box on line 14, and line 15 is more than 33 1/3%, and line 17 i1s not

more than 33 1/3%, check this box and stop here. The organization qualifies as a publicly supported organization » |:]

b 33 1/3% support tests - 2012. If the organization did not check a box on line 14 or hne 19a, and line 16 1s more than 33 1/3%, and

ine 18 1s not more than 33 1/3%, check this box and stop here. The organization qualifies as a publicly supported organization > ':]
20 Private foundation. If the organization did not check a box on line 14, 19a, or 19b, check this box and see instructions . » D
332023 09-25-13 15 Schedule A (Form 990 or 990-EZ) 2013
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Schedule A (Form 990 or 990-E7) 2013 Hillcrest Baptist Medical Center 74-1161944 pages
Supplemental Information. Provide the explanations required by Part I, line 10; Part Il, ine 17a or 17b; and Part IlI, line 12.
Also complete this part for any additional information. (See instructions).

Form 990, Schedule A

The fiscal year ended June 30, 2014 is a short period due to

a change in accounting period.

332024 09-25-13 Schedule A (Form 990 or 990-EZ) 2013
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SCHEDULE C Political Campaign and Lobbying Activities OMS No 15450047

(Form 990 or 990-EZ) L
For Organizations Exempt From Income Tax Under section 501(c) and section 527

Department of the T P> Complete if the organization is described below. P> Attach to Form 990 or Form 990-EZ.
epariont O e ooy P> See separate instructions. P> Information about Schedule C (Form 990 or 990-EZ) and its

Internal Revenue Service
instructions is at WwWw.irs.gov/forn990
If the organization answered "Yes," to Form 990, Part IV, line 3, or Form 990-EZ, Part V, line 46 (Political Campaign Activities), then

@ Section 501(c)(3) organizations: Complete Parts I-A 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 i-B.

® Section 527 organizations: Complete Part I-A only.
If the organization answered "Yes," to Form 990, Part IV, line 4, or Form 990-EZ, Part V|, line 47 (Lobbying Activities), then

® Section 501(c)(3) organizations that have filed Form 5768 (election under section 501(h)): Complete Part Il-A Do not complete Part |1-B

® Section 501(c)(3) organizations that have NOT filed Form 5768 (election under section 501(h)): Complete Part |I-B. Do not complete Part II-A
if the organization answered "Yes," to Form 990, Part 1V, line 5 (Proxy Tax) or Form 990-EZ, Part V, line 35¢ (Proxy Tax), then

® Section 501(c)(4), (5), or (6) organizations. Complete Part |l|
Name of organization Employer identification number

Hillcrest Baptist Medical Center 74-1161944
[Part I-A] Complete if the organization is exempt under section 501(c) or is a section 527 organization.

Open to Public
Inspection

1 Provide a description of the organization’s direct and indirect political campaign activities in Part IV.
2 Poltical expenditures >3
3 Volunteer hours

[Part 1-B] 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 >3
2 Enter the amount of any excise tax incurred by organization managers under section 4955 >3
3 If the organization incurred a section 4955 tax, did it file Form 4720 for this year? L] Yes l_—_l No
4a Was a correction made? E] Yes D No

b If "Yes," describe in Part V.
| Part I-C]  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 >3
2 Enter the amount of the filing organization’s funds contnbuted to other organizations for section 527
exempt function activities >3
3 Total exempt function expenditures. Add lines 1 and 2. Enter here and on Form 1120-POL,
ne 17b >3
4 Did the fiing organization file Form 1120-POL for this year? L] ves I:] 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 patd 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 is needed, provide information in Part IV.

(a) Name (b) Address (c) EIN (d) Amount paid from (e) Amount of political
fiing organization’s contnbutions receved and
funds. if none, enter -0-. promptly and drectly

delivered to a separate
political organization.
If none, enter -0-.

For Paperwork Reduction Act Notice, see the Instructions for Form 990 or 990-EZ. Schedule C (Form 990 or 990-EZ) 2013
LHA
332041
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Schedule C (Form 990 or 990-€2) 2013 Hillcrest Baptist Medical Center
omplete if the organization is exempt un
(election under section 501(h)).

A Check P L_] ifthe fiing organization belongs to an affilated group (and list in Part IV each affilated group member’s name, address, EIN,
expenses, and share of excess lobbying expenditures).
B Check P |:] if the filing organization checked box A and "hmited control” provisions apply.

74-1161944 page2

(a) Fiing (b) Affihated group
organization’s totals
totals

Limits on Lobbying Expenditures
(The term "expenditures” means amounts paid or incurred.)

Total lobbying expenditures to influence public opinion (grass roots lobbying)

Total lobbying expenditures to influence a legislative body (direct lobbying)

Total lobbying expenditures (add lines 1a and 1b)

Other exempt purpose expenditures

Total exempt purpose expenditures (add lines 1c and 1d)

Lobbying nontaxable amount. Enter the amount from the following table in both columns.
If the amount on line 1e, column (a) or (b) is: The lobbying nontaxable amount is:
Not over $500,000 20% of the amount on line 1e. *
Qver $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
Qver $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.

- 0 Q0 U o

g Grassroots nontaxable amount (enter 25% of line 1f)

h Subtract line 1g from hne 1a. If zero or less, enter -O-

i Subtract ine 1f from line 1c. If zero or less, enter -0-

j !f there 1s an amount other than zero on either ine 1h or ine 11, did the organization file Form 4720
reporting section 4911 tax for this year? L__l Yes E] 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

or ﬂscgf‘;’;f‘:eyg‘fs;ng " (a) 2010 (b) 2011 (c) 2012 (d) 2013 (e) Total

2a Lobbying nontaxable amount
b Lobbying ceiling amount
(150% of line 2a, column(e))

¢ Total lobbying expenditures

d Grassroots nontaxable amount
e Grassroots celing amount
(150% of line 2d, column (e))

t Grassroots lobbying expenditures

Schedule C (Form 990 or 990-EZ) 2013
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Schedule C (Form 990 or 990-£2) 2013 Hillcrest Baptist Medical Center 74-1161944 page3
omplete if the organization is exempt un
(election under section 501(h)).

For each "Yes," response to lines 1a through 1i below, provide in Part IV a detailed descnption (a) (b)
of the lobbying activity.

Yes No Amount

1 Dunng the year, did the filng organization attempt to influence foreign, national, state or
local legistation, including any attempt to influence public opinion on a legislative matter
or referendum, through the use of:

a Volunteers? X
b Paid staff or management (include compensation in expenses reported on ines 1c through 1i)}? X
¢ Media advertisements? X
d Mailings to members, legislators, or the public? X
e Publications, or published or broadcast statements? X
f Grants to other organizations for lobbying purposes? X
g Direct contact with legislators, their staffs, government officials, or a legislative body? X 13,966.
h Ralles, demonstrations, seminars, conventions, speeches, lectures, or any similar means? X
i Other activities? X
j Total. Add lines 1c through 11 13,966.
2a Did the activities in line 1 cause the organization to be not descnbed in section 501(c)(3)? X
b If "Yes," enter the amount of any tax incurred under section 4912
¢ If “Yes," enter the amount of any tax incurred by organization managers under section 4912
d_If the filing organization incurred a section 4912 tax, did it file Form 4720 for this year?
|Part III—A| 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?
2 Did the organization make only in-house lobbying expenditures of $2,000 or less?

3__Did the organization agree to carry over lobbying and political expenditures from the prior year? 3
[Part Hi- B| Complete if the o organization is exempt under section 501(c)(4), section 501(c)(5), or section

501(c)(6) and if either (a) BOTH Part Ill-A, lines 1 and 2, are answered "No," OR (b) Part lll-A, line 3, is
answered "Yes."
1 Dues, assessments and similar amounts from members 1
Section 162(e) nondeductible lobbying and political expenditures (do not include amounts of political
expenses for which the section 527(f) tax was paid).

N |=

a Current year 2a
b 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 I notices were sent and the amount on Iine 2¢ exceeds the amount on ine 3, what portion of the excess
does the organization agree to carryover to the reasonable estimate of nondeductible lobbying and polrtical
expenditure next year? 4
Taxable amount of lobbying and political expenditures (see Instructions) 5

IT’art IV| Supplemental Information
Provide the descnptions required for Part |-A, ine 1; Part I-B, line 4; Part |-C, ine 5; Part II-A (affihated group list); Part II-A, ine 2; and Part 11-B, line 1
Also, complete this part for any additional information.

Part IT-B, Line 1, Lobbying Activities:

Health care policy is critical to all Americans, and HBMC

believes that health care providers must participate in forming health

care policy by interacting with national, state and local

representatives and their staff members to help them better understand

the complexities and ramifications of key health care policies
Schedule C (Form 990 or 990-EZ) 2013
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Schedule C (Form 990 or 990E7) 2013 Hillcrest Baptist Medical Center 74-1161944 pages

{ Part IV | Supplemental Information (continueq)

including, without limitation, those related to uninsured and indigent

patient needs as well as the legislative and regulatory needs to assure

the delivery of cost-efficient, quality health care.

HBMC has established relationships with persons and industry

associations that often communicate HBMC's positions on major health

care issues. These contacts may include direct contact, telephone

conversations and/or letters. Also, HBMC may attempt to educate the

local community on certain legislative initiatives that may impact

HBMC's ability to provide quality health care services to the community

through direct mailings, media advertising or broadcast statements. The

amount of resources (time and money) involved in these activities is

insubstantial. HBMC has not intervened in any political campaign

Schedule C (Form 990 or 990-EZ) 2013
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. . OMB No_1545-0047

SCHEDULE D Supplemental Financial Statements

{Form 990} P Complete if the organization answered "Yes," to Form 990, 20 1 3
Part IV, line 6, 7, 8, 9, 10, 11a, 11b, 11c, 11d, 11e, 11f, 12a, or 12b. o Publi

Department of the Treasury P> Attach to Form 990. pen to. ublic

Internal Revenue Service P> Information about Schedule D {Form 990) and its instructions is at www s gov/farmaan Inspection

Name of the organization Employer identification number

Hillcrest Baptist Medical Center 74-1161944

] Part | | Organizations Maintaining Donor Advised Funds or Other Similar Funds or Accounts.Complete if the
organization answered "Yes" to Form 990, Part IV, ine 6.

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

Total number at end of year

Aggregate contributions to (during year)

Aggregate grants from (dunng year)

Aggregate value at end of year

N bHh ON 2

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? I:] Yes D No
6 Did the organmization inform all grantees, donors, and donor advisors Iin wnting that grant funds can be used only

for chantable purposes and not for the benefit of the donor or donor advisor, or for any other purpose conferring

impermissible pnvate benefit? D Yes |:| No
I Part | | Conservation Easements. Complete if the organization answered "Yes" to Form 990, Part IV, ine 7.

1 Purpose(s) of conservation easements held by the orgarnization (check all that apply).
Preservation of land for public use (e g., recreation or education) Preservation of an histoncally mportant land area
Protection of natural habitat Preservation of a certified histonc structure
Preservation of open space
2 Complete ines 2a through 2d if the organization held a qualified conservation contnbution in the form of a conservation easement on the last
day of the tax year.

Held at the End of the Tax 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) 2¢c
d Number of conservation easements included in (c) acquired after 8/17/06, and not on a histonc structure

listed in the National Register 2d

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

4 Number of states where property subject to conservation easement is located p»
5 Does the organization have a wntten policy regarding the periodic monitoring, inspection, handhng of
violations, and enforcement of the conservation easements it holds? D Yes I:l No
6 Staff and volunteer hours devoted to monitoring, iInspecting, and enforcing conservation easements dunng the year p»
7 Amount of expenses incurred In monitonng, Nspecting, and enforcing conservation easements during the year > $
8 Does each conservation easement reported on line 2(d) above satisfy the requirements of section 170(h)(4)(B)()
and section 170(h)(4)(B)(1)? Clves [lno
9 In Part Xlll, descnbe 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 descnbes the organization’s accounting for
conservation easements.
] Part Il | 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 If the organization elected, as permitted under SFAS 116 (ASC 958), 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 XlIl,
the text of the footnote to its financial statements that descnbes these items.

b If the organization elected, as permitted under SFAS 116 (ASC 958), to report in its revenue statement and balance sheet works of art, histoncal
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:

(i) Revenues included in Form 990, Part VI, hne 1 > 3
(if) Assets included in Form 990, Part X |

2 If the organization received or held works of art, histoncal treasures, or other similar assets for financial gain, provide
the following amounts required to be reported under SFAS 116 (ASC 958) relating to these ttems:

a Revenues included in Form 990, Part Viil, line 1 > 3
b Assets included in Form 990, Part X > $
LHA For Paperwork Reduction Act Notice, see the Instructions for Form 990. Schedule D (Form 990) 2013
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Schedule D (Form 990) 2013 Hillcrest Baptist Medical Center 74-1161944 page2
(Part lll [ Organizations Maintaining Collections of Art, Historical Treasures, or Other Similar Assetsccontinued)
3 Using the organization's acquisition, 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
b D Scholarly research
c D Preservation for future generations

d l:‘ Loan or exchange programs

e

|:| Other

4 Provide a description of the organization's collections and explain how they further the organization’s exempt purpose in Part Xili.
5 Dunng the year, did the organization solicit or receiwve donations of art, histoncal treasures, or other similar assets

to be sold to raise funds rather than to be maintained as part of the organization's collection? [ ves [ INo
| Part IV I Escrow and Custodial Arrangements. Compilete if the organization answered "Yes" to Form 990, Part IV, line 9, or
reported an amount on Form 990, Part X, line 21.
1a Is the organization an agent, trustee, custodian or other intermediary for contributions or other assets not included
on Form 990, Part X? |:] Yes E] No
b If "Yes," explain the arrangement in Part Xlll and complete the following table:
Amount
¢ Beginning balance 1c
d Addrttions dunng the year 1d
e Distnbutions during the year ie
f Ending balance 11
2a Did the organization include an amount on Form 990, Part X, ine 217 L] Yes L] No
b If *Yes," explain the arrangement in Part XlIl. Check here if the explanation has been provided in Part Xl |:|
I_Part V | Endowment Funds. Complets if the organization answered “Yes" to Form 990, Part IV, line 10.
(a) Current year {b) Prior year (c) Two years back | (d) Three years back | (e) Four years back
1a Beginning of year balance 1,719,759, 1,567,190, 1,570,111, 1,561,185, 1,546,959,
b Contnbutions 132, 396. 8,926, 12,438,
¢ Net investment eamings, gains, and losses -104,939. 152,173. 336, 1,788,
d Grants or scholarships 1,513,
e Other expenditures for facilities
and programs 1,764.
f Administrative expenses
g End of year balance 1,614,952, 1,719,759, 1,567,190, 1,570,111, 1,561,185,
2 Provide the estimated percentage of the current year end balance (ine 1g, column (a)) held as:
a Board designated or quasirendowment P> %
b Permanent endowmentp 100.00 %
¢ Temporanly restricted endowment P> %
The percentages in lines 2a, 2b, and 2c should equal 100%.
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) X
(ii) related organizations 3a(ii) X
b If "Yes" to 3a(i), are the related organizations hsted as required on Schedule R? 3 | X

4 Descnbe in Part X!l the intended uses of the organization's endowment funds.

]Pm1VI|

Land, Buildings, and Equipment.

Complete if the organization answered "Yes" to Form 990, Part IV, line 11a. See Form 990, Part X, line 10.

Description of property

(a) Cost or other
basis (iInvestment)

(b) Cost or other
basis (other)

(c) Accumulated
depreciation

(d) Book value

1a Land

b Buildings

¢ Leasehold improvements
d Equipment

e Other

14,430,870.

14,430,870.

113,662,005.

28,604,696.

85,057,309.

53,794,575.

30,817,121.

22,977,454,

2,281,716,

1,787,028,

494,688.

Total. Add Iines 1a through 1e. (Column (d) must equal Form 990, Part X, column (B), ine 10(c).)

>

122,960,321.

332052
09-25-13
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] Part VIII| Investments - Program Related.

Schedule D (Form 990) 2013 Hillcrest Baptist Medical Center 74-1161944 page3
] Part Vil Investments - Other Securities.
Complete if the organization answered "Yes" to Form 990, Part IV, ine 11b. See Form 990, Part X, line 12.
(a) Description of security or category (nctuding name of secunity) (b) Book value (c) Method of valuation: Cost or end-of-year market value
(1) Financial denvatives
(2) Closely-held equity interests
(3) Other
A
(B)
©)
©)
(5]
7
_(G)
(H)
Total. (Col. (b) must equal Form 990, Part X, col. (B) ine 12.) B>

Complete If the organization answered "Yes" to Form 990, Part IV, line 11¢. See Form 990, Part X, line 13.
(a) Descnption of investment (b) Book value (c) Method of valuation Cost or end-of-year market value

()
)
3)
(@)
(5)
__(6
)
8)
9
Total. (Col. (b) must equal Form 990, Part X, col. (B) ine 13.) P>

] Part IX | Other Assets.

Complete If the organization answered "Yes" to Form 990, Part IV, ine 11d. See Form 990, Part X, line 15.

(a) Description {b) Book value
(1) Other Assets 496,730.
@ Interest in Net Assets of Related Foundation 5,292,639,
@ Insurance Reserves 8,510,551.
4
(5)
(6)
)
(8)
9)
Total. (Column (b) must equal Form 990, Part X, col (B) line 15.) p| 14,299,920.

] Part X | Other Liabilities.

Complete if the organization answered "Yes" to Form 990, Part IV, line 11e or 11f. See Form 990, Part X, hne 25

1. (a) Description of hability (b) Book value
(1) Federal income taxes
@ Due to Related Organizations 198,614,294.
@ Retirement Plan 2,512,293,
@)
)]
(6)
)
8
9)
Total. (Column (b) must equal Form 990, Part X, col. (B} line 25.) »| 201,126,587.

2. Liabilty for uncertain tax posttions. In Part Xlll, provide the text of the footnote to the organization’s financial statements that reports the

organization's hability for uncertain tax positions under FIN 48 (ASC 740). Check here if the text of the footnote has been provided in Part Xiil @
Schedule D (Form 990) 2013
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Schedule D (Form 990) 2013 Hillcrest Baptist Medical Center 74-1161944 paged
|Part Xl | Reconciliation of Revenue per Audited | Financial Statements With Revenue per Return.

Complete if the organization answered "Yes" to Form 990, Part IV, ine 12a.
Total revenue, gains, and other support per audited financial statements 1
2 Amounts included on Iine 1 but not on Form 990, Part VIlI, ne 12;

-

a Net unrealized gains on investments 2a
b Donated services and use of facilities 2b
¢ Recoveries of prior year grants 2¢
d Other (Descnbe in Part XIlI.) 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 not on line 1:
a Investment expenses not included on Form 990, Part VI, ine 7b 4a
b Other (Descnbe In Part XIIl.) 4b
¢ Add lines 4a and 4b 4c
Total revenue. Add lines 3 and 4c. (This must equal Form 990, | Part I, Ilne 12.) _5

| Part Xl | Reconciliation of E Expenses per Audited Financial Statements With E Expenses per Return.
Complete If the organization answered "Yes" to Form 990, Part IV, ine 12a.

1 Total expenses and losses per audited financial statements 1
2 Amounts included on line 1 but not on Form 990, Part IX, ne 25:

a Donated services and use of facilities 2a

b Pnor year adjustments 2b

¢ Other losses 2¢c

d Other (Descnbe in Part Xill.) | 2d

e Add lines 2a through 2d 2e
3 Subtract ne 2e from line 1 3
4 Amounts included on Form 990, Part IX, line 25, but not on hne 1:

a Investment expenses not included on Form 990, Part VIII, ine 7b 4a

b Other (Descnbe In Part XIIl.) 4b

¢ Add lines 4a and 4b 4c

Total expenses. Add lines 3 and 4c. (This must equal Form 990, Part |, line 18)
I_Part Xl Supplemental Information.

Provide the descriptions required for Part [l, lines 3, 5, and 9, Part lil, hnes 1a and 4; Part IV, lines 1b and 2b; Part V, line 4; Part X, line 2; Part XI,
lines 2d and 4b; and Part Xil, ines 2d and 4b. Also complete this part to provide any additional information.

[3]

Part V, line 4:

Endowment funds and income from endowment investments are

used to provide funding for program activities of the organization.

Part X, Line 2:

The filing organization does not have separate individual

audited financial statements; however, the organization is included in

Scott & White Healthcare's combined audited financial statements. Scott &

White evaluates its income tax positions in accordance with ASC 740

(FIN48), "Income Taxes", regarding accounting for uncertainty in income

taxes. ASC 740 prescribes a recognition threshold and measurement

attribute for the financial statement recognition and measurement of a tax

9 Schedule D (Form 990) 2013
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[Part XIil| Supplemental Information (continued)

position taken or expected to be taken in a tax return. There are no

material uncertain income tax positions as of June 30, 2014.

Schedule D (Form 990) 2013
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SCHEDULE H
(Form 990)

Department of the Treasury
Internal Revenue Service

OMB No 1545-0047

Hospitals

P> Complete if the organization answered "Yes" to Form 990, Part IV, question 20.

P> Attach to Form 990. ) See separate instructions.
P> Information about Schedule H (Form 990) and its instructions is at ,uw. irs.gov/form990 -

2013

Open to Public
Inspection

Name of the organization

Employer identification number

Hillcrest Baptist Medical Center 74-1161944
[Part T T Financial Assistance and Certain Other Community Benefits at Cost
Yes | No
1a Did the organization have a financial assistance policy dunng the tax year? If "No,"” skip to question 6a 1a | X
b Lfﬂ';Yes," was |;(1 a wr:mlanhpollcy? . b | X
2 faml?(:’sg::l::g“::e t’claxr;\:at’lp e hospital facilities, indicate which of the following best describes application of the financial assistance policy to its various hospital
Applied uniformly to all hosprtal facities D Applied uniformly to most hospital facilities
Generally talored to individual hospital facilities
3  Answer the following based on the financial assistance eligibility cnteria that applied to the largest number of the organization's patients during the tax year
a Did the organization use Federal Poverty Guidelines (FPG) as a factor in determining eligibslity for providing free care?
If "Yes," indicate which of the following was the FPG family income limit for eligibility for free care: 3a | X
100% 150% 200% Other %
b Did the organization use FPG as a factor in determining eligibilty for providing discounted care? If “Yes," indicate which
of the following was the family income limit for eigibility for discounted care: 3b | X
[ 200% [CJa2so% [J300% [Ja3so% [Jaoo% X1 other 375 %
c If the organization used factors other than FPG in determining eligibility, describe in Part VI the income based critena for
determining elgibility for free or discounted care. Include in the description whether the organization used an asset test or
other threshold, regardless of Income, as a factor in determining eligibility for free or discounted care.
4 Did the organization's financial assistance policy that applied to the largest number of its patients during the tax year provide for free or discounted care to the
"medically indigent™? 4 x
5a Did the organization budget amounts for free or discounted care provided under its financial assistance pohicy during the tax year? s5a | X
b If “Yes," did the organization’s financial assistance expenses exceed the budgeted amount? 5b X
¢ If "Yes" to line 5b, as a result of budget considerations, was the organization unable to provide free or discounted
care to a patient who was eligible for free or discounted care? 5¢
6a Did the organization prepare a community benefit report dunng the tax year? 6a | X
b If "Yes," did the organization make it available to the public? 6b | X
Complete the following table using the worksheets provided in the Schedule H instructions Do not submit these worksheets with the Schedule H
7 Financial Assistance and Certain Other Community Benefits at Cost
Financial Assistance and O reen | Pl ooy g RORCN ol s
Means-Tested Government Programs programs (optional) (optional) benefit expense revenue benefit expense
a Financial Assistance at cost (from
Worksheet 1) 7147438.] 5099645.| 2047793, 1.22%
b Medicaid (from Worksheet 3,
column a) 22649921.]18240059.| 4409862.] 2.62%
¢ Costs of other means-tested
government programs (from
Worksheet 3, column b) 1494286. 595,316.| 898,970. .53%
d Total Financial Assistance and
Means-Tested Government Programs 31291645.23935020- 7356625. 4.37%
Other Benefits
e Community health
improvement services and
community benefit operations
{from Worksheet 4) 22,809. 22,8009. .01%
f Health professions education
{from Worksheet 5) 1656725. 1656725. .99%
g Subsidized heatth services
(from Worksheet 6)
h Research (from Worksheet 7)
i Cash and in-kind contnbutions
for community benefit (from
Worksheet 8) 2233517. 2233517.] 1.33%
j Total. Other Benefits 3913051. 3913051.[ 2.33%
k_Total. Add lines 7d and 7) 35204696 .]23935020.11269676.] 6.70%
332091 10-03-13 LHA For Paperwork Reduction Act Notice, see the Instructions for Form 990. Schedule H (Form 990) 2013
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I Part I | Community Building Activities Complete this table If the organization conducted any community building activities dunng the

tax year, and describe in Part VI how its community building activities promoted the health of the communities 1t serves.

{b) Persons
served (optional)

{e) Net
community

{d) Direct

offsetting revenue

(a) Number of
activities or programs
{optional)

(c) Total
community
building expense

building expense

() Percent of
total expense

Physical improvements and housing

Economic development

Community support

Environmental improvements

Q& WIN]=-

Leadership development and
training for community members

o

Coaltion building

7 Community health improvement

advocacy
8 Workforce development
9 Other

Total

10
{ Part Il | Bad Debt, Medicare, & Collection Practices

Section A. Bad Debt Expense Yes | No
1 Did the organization report bad debt expense in accordance with Heatthcare Financial Management Association
Statement No. 15?7 1 X
2 Enter the amount of the organization’s bad debt expense. Explain in Part VI the
methodology used by the organization to estimate this amount 2 55,019,369.
3 Enter the estimated amount of the organization's bad debt expense attributable to
patients eligible under the organization’s financial assistance policy. Explain in Part Vi the
methodology used by the organization to estimate this amount and the rationale, if any,
for including this portion of bad debt as community benefit 3 0.
4 Provide in Part VI the text of the footnote to the organization’s financial statements that descnbes bad debt
expense or the page number on which this footnote 1s contained in the attached financial statements.
Section B. Medicare
5  Enter total revenue received from Medicare (including DSH and IME) 5 | 51,808,132.
6 Enter Medicare allowable costs of care relating to payments on line 5 6 67,1 67 ’ 852.
7 Subtract ine 6 from line 5. This 1s the surplus (or shortfall) 7 15 ' 359 ’ 720.
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
Cost accounting system I:I Cost to charge ratio D Other
Section C. Collection Practices
9a Did the organization have a wntten debt collection policy during the tax year? ga | X
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 qualfy for financial assistance? Describe in Part VI ob | X

I Part IV I Management Companies and Joint Ventures (owned 10% or more by officers, directors, trustees, key employees, and physicians - see mnstructions)

(a) Name of entity {b) Description of pnmary

activity of entity

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

(d) Officers, direct-
ors, trustees, or
key employees’
profit % or stock

ownership %

(e) Physicians'
profit % or
stock
ownership %

IJ2097
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| PartV | Facility Information

Section A. Hospital Facilities

(hst in order of size, from largest to smallest)

How many hospital facilities did the organization operate

dunng the tax year? Facility

reporting
Other (descnbe) goup

|icensed hospital

Gen. medical & surgical
Children’s hospital
[Teaching hospital
Critical access hospital
Research facilty
ER-24 hours

ER-other

Name, address, primary website address, and state license number
1 Hillcrest Baptist Medical Center
100 Hillcrest Medical Blvd
Waco, TX 76712
WWW.SW.Org
000506 XX X

332093 10-03-13 Schedule H (Form 990) 2013
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[Part V | Facility Information (continueq)
Section B. Facility Policies and Practices
(Complete a separate Section B for each of the hospital facilities or facility reporting groups listed in Part V, Section A)

Name of hospital facility or facility reporting group Hil1lcrest Baptist Medical Center

If reporting on Part V, Section B for a single hospital facility only: line number of
hospital facility (from Schedule H, Part V, Section A) 1

Yes | No

Community Health Needs Assessment (Lines 1 through 8c are optional for tax years beginning on or before March 23, 2012)
1 Dunng the tax year or erther of the two immediately preceding tax years, did the hosprtal facility conduct a community health
needs assessment (CHNA)? If "No," skip to line 9 1 X

If "Yes," indicate what the CHNA report descnbes (check all that apply):

A definition of the community served by the hosprtal facility

X Demographics of the community

Existing health care facilties and resources within the community that are available to respond to the health needs

of the community

How data was obtained

The health needs of the community

Primary and chronic disease needs and other health 1ssues of uninsured persons, low-income persons, and minority

groups

The process for identifying and pnontizing community health needs and services to meet the community health needs

The process for consulting with persons representing the community's interests

Information gaps that imit the hospital facility’s ability to assess the community’s health needs

Other (descnbe in Section C)

2 Indicate the tax year the hospital facility last conducted a CHNA: 20£

3 In conducting its most recent CHNA, did the hospital facility take into account input from persons who represent the broad
interests of the community served by the hospttal facility, including those with special knowledge of or expertise in public
health? If "Yes," describe in Section C how the hospital facility took into account input from persons who represent the

o o

[Jedbdbd Belbebd bbb

community, and identify the persons the hospttal facility consulted 3 X
4 Was the hospital facility's CHNA conducted with one or more other hospital facilities? If "Yes," list the other

hospital facilities in Section C 4 X
5 Did the hosprtal facility make its CHNA report widely available to the public? 5 X

If "Yes," indicate how the CHNA report was made widely available {check all that apply):
Hospital facility's website (st url): WWW. SW.O0Irg
Other webstite (Iist url):
Available upon request from the hospital facility
I:I Other (descnbe In Section C)
6 |f the hospral faciity addressed needs identified in its most recently conducted CHNA, indicate how (check all
that apply as of the end of the tax year):
a Adoption of an implementation strategy that addresses each of the community health needs identified
through the CHNA
Execution of the implementation strategy
Participation in the development of a community-wide plan
Participation in the execution of a community-wide plan
Inclusion of a community benefit section in operational plans
Adoption of a budget for provision of services that address the needs identified in the CHNA
Prioritization of health needs in ts community
Prioritization of services that the hospital facility will undertake to meet health needs in its community
Other (describe in Section C) )
7 Did the hospital facility address all of the needs identified in its most recently conducted CHNA? If "No," explain

a o T o

(bbbl

in Section C which needs it has not addressed and the reasons why it has not addressed such needs 7 X
8a Did the organization incur an excise tax under section 4959 for the hospital facility’s failure to conduct a CHNA
as required by section 501(r)(3)? 8a X
b If "Yes"® to ine 8a, did the organization file Form 4720 to report the section 4959 excise tax? 8b

c If "Yes" to line 8b, what I1s the total amount of section 4959 excise tax the organization reported on Form 4720
for all of its hospttal facitities? $
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Financial Assistance Policy Yes| No
Did the hospital facility have in place dunng the tax year a written financial assistance policy that:
9 Explained eligibility criteria for financial assistance, and whether such assistance includes free or discounted care? 9 X
10 Used federal poverty guidelines (FPG) to determine eligibility for providing free care? 0] X
if “Yes," indicate the FPG family income limit for eligibility for free care: 100 %
If “"No," explain in Section C the cntena the hospital facility used. g
11 Used FPG to determine eligibility for providing discounted care? 11| X
If “Yes," indicate the FPG family income imit for eligibility for discounted care: 375 %
If “No," explain in Section C the critena the hospital facility used.
12 Explained the basis for calculating amounts charged to patients? 12| X
If "Yes," indicate the factors used in determining such amounts (check all that apply):
a II] Income level
b IX] Asset level
c @ Medica! indigency
d [X] Insurance status
e :l Uninsured discount
f IE Medicaid/Medicare
g @ State regulation
h [E Residency
i [ other (descrnibe 1n Section C)
13 Explained the method for applying for financial assistance? 13 ] X
14 Included measures to publicize the policy within the community served by the hospital facility? 14| X
If "Yes," indicate how the hosprtal facility publicized the policy (check all that apply):
a IXI The policy was posted on the hospital facility's website
b l:] The policy was attached to billing invoices
c [:l The policy was posted in the hospital facility’s emergency rooms or warting rooms
d [:] The policy was posted in the hospital facility's admissions offices
e I:] The policy was provided, in writing, to patients on admission to the hospital facility
t 13] The policy was available on request
9 IZ] Other (describe in Section C)
Billing and Collections
15 Did the hosprtal facility have in place dunng the tax year a separate billing and collections policy, or a wntten financial
assistance policy (FAP) that explained actions the hospttal facility may take upon non-payment? 15 | X
16 Check all of the following actions against an individual that were permitted under the hospirtal facility’s policies dunng the tax
year before making reasonable efforts to determine the individual's eligibility under the facility's FAP:
a I___] Reporting to credit agency
b lj Lawsuits
c |:] Liens on residences
d D Body attachments
e D Other similar actions (descrnbe in Section C)
17 Did the hosprtal facility or an authonzed third party perform any of the following actions during the tax year before making
reasonable efforts to determine the individual's ehgibility under the facility’'s FAP? 17 X
If "Yes," check all actions in which the hospital facility or a third party engaged:
a :l Reporting to credit agency
b D Lawsuits
c D Liens on residences
d [:] Body attachments
e [:] Other similar actions (descnbe in Section C)
Schedule H (Form 990) 2013
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|Part V | Facility Information(contnueq) H1llcrest Baptist Medical Center
18 Indicate which efforts the hospital facility made before inttiating any of the actions listed in ine 17 (check all that
apply):
X]

Notified individuals of the financial assistance policy on admission
lz:l Notified individuals of the financial assistance policy prior to discharge
IXI Notified individuals of the financial assistance policy in communications with the individuals regarding the individuals’ bills
‘X] Documented its determination of whether individuals were eligible for financial assistance under the hospital facility’s
financial assistance policy
e [:] Other (describe in Section C)
Policy Relating to Emergency Medical Care

[~ + B = -]

Yes | No
19 Did the hosprtal facility have in place dunng 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
eligibiity under the hosprtal facility's financial assistance policy? 19§ X

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 l:' The hospital facility imited who was eligible to receive care for emergency medical conditions (descnbe in Section C)
d Other (describe in Section C)
Charges to Individuals Eligible for Assistance under the FAP (FAP-Eligible Individuals)
20 Indicate how the hospital facility determined, dunng the tax year, the maximum amounts that can be charged to FAP-eligible
individuals for emergency or other medically necessary care.
a I:l The hospital facility used its lowest negotiated commercial insurance rate when calculating the maximum amounts
that can be charged
b D The hospital facility used the average of its three lowest negotiated commercial insurance rates when calculating
the maximum amounts that can be charged
c I:] The hosprtal facility used the Medicare rates when calculating the maximum amounts that can be charged
d Other (describe In Section C)
21 Dunng the tax year, did the hospital facility charge any FAP-eligible individual to whom the hosprtal facility provided
emergency or other medically necessary services more than the amounts generally billed to individuals who had
insurance covering such care? 21 X
If “Yes," explain in Section C
22 Dunng the tax year, did the hospital facility charge any FAP-eligible individual an amount equal to the gross charge for any
service provided to that individual? 22 X
If "Yes," explain in Section C.

Schedule H (Form 990) 2013

332096
10-03-13

35
14210511 137705 HBMC 2013.05080 Hillcrest Baptist Medical C HBMC1




Schedule H (Form 990} 2013 Hillcrest Baptist Medical Center 74-1161944 page7
[Part V | Facility Information (continued)
Section C. Supplemental Information for Part V, Section B. Provide descnptions required for Part V, Section B, lines 1), 3, 4, 5d, 61, 7, 10, 11,

124, 14g, 16e, 17e, 18e, 19c, 19d, 20d, 21, and 22. If applicable, provide separate descriptions for each facility in a facility reporting group,
designated by "Facility A, * "Facility B," etc.

Hillcrest Baptist Medical Center:

Part V, Section B, Line 3: The Community Benefit Task Force identified

methods, participants, questions, and procedures for gathering input from

community members around issues of health in McLennan County. It was

critical that this report be developed with input from the general

population, people representing the broad interest of the community and

people with special knowledge or expertise in public health as well as

those who understand the health needs of the medically underserved,

low-income and minority population. Direct input from these sources in the

form of community surveys and one-on-one interviews, strategically helped

us to better understand how best to meet needs based on the community's

readiness to change, ability to access, or willingness to access specific

services and resources. This ensured that hospital resources would be put

to the best use.

A healthcare partnership including Hillcrest Baptist Medical Center, Scott

& White Healthcare, Family Health Center, the Heart of Texas Region

Advisory Council ("HOTRAC"), Providence Healthcare Network, and

Waco-McLennan County Public Health District met to determine the best

course for obtaining community input on health needs of residents in

McLennan County.

Survey responses completed by the University of North Texas Survey

Research Center in April 2013 helped to validate the issues that data had

already shown were areas of need as well as to provide direction for the

best ways to implement change.

332097 10-03-13 Schedule H (Form 990) 2013
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[Part V | Facility Information (continued)
Section C. Supplemental Information for Part V, Section B. Provide descriptions required for Part V, Section B, lines 1}, 3, 4, 5d, 61, 7, 10, 11,

121, 14q, 16e, 17e, 18e, 19¢, 19d, 204, 21, and 22. If applicable, provide separate descriptions for each facility in a facility reporting group,
designated by “Facilty A, " "Facility B," etc.

HBMC conducted an additional survey of community members to help identify

what possible interventions to targeted health issues would be best

received. In November 2012, a brief survey was distributed to targeted

areas in the community to get a broad range of input. McLennan County

residents were asked to f£ill out the survey at the Mission Waco Clinic,

the YMCA locations, and by email with a survey link that was distributed

through the Junior League of Waco and the United Way of Waco McLennan

County. The findings aided in the selection of specific actions and

strategies to employ in the development of the hospital's implementation

strategy addressing prioritized health needs.

Three key informant interviews were conducted based on the

representatives' special knowledge around local health issues or their

service with medically underserved populations. Each key informant

interview began with a description of the findings from the CHNA and an

explanation of the needs that were identified as priorities in the

community. During the interview, each was asked to comment on all of the

needs to either verify or refute the issue as a major concern based on

their experiences with serving community members. All felt that the issues

identified were indeed priority problems that needed to be addressed.

Through their work in the community, they had first-hand knowledge of the

impact these issues caused. The key community health professionals

interviewed were:

Eva Hamby, the Director of the County Indigent Health Care Program (CIHCP)

in McLennan County. Her role in the community provides insight into the
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{Part V | Facility Information (continued)

Section C. Supplemental Information for Part V, Section B. Provide descnptions required for Part V, Section 8, lines 1}, 3, 4, 5d, 6,7, 10, 11,
121, 14g, 16e, 17¢, 18e, 19¢, 19d, 20d, 21, and 22. If applicable, provide separate descriptions for each facility in a facilty reporting group,
designated by "Facilty A, * "Facility B," etc.

realities of the health needs of the indigent county residents.

Ms. Georgeen Scanes, co-coordinator and nurse at the Mission Waco Health

Clinic in McLennan County. This clinic is run by volunteer staff and is

utilized by patients without health insurance whose household income is

less than 200% of the Federal Poverty Guidelines.

McLennan County Public Health District ("MCPHD") personnel:

Sherry Williams, RNC, WHNP, Director

Hammad Akram, Epidemiologist

Alicia Hernandez, Nursing Director

Margo Shanks, Health Services Coordinator/Health Educator

Hillcrest Baptist Medical Center:

Part V, Section B, Line 4: Providence Healthcare

Hillcrest Baptist Medical Center:

Part V, Section B, Line 7: The Hospital recognizes the importance of all

needs identified by the community. However, as stated in the

implementation strategy, the Hospital will not directly address all the

following needs identified in the CHNA at this time:

Children with Health Insurance

This priority did not meet the defined evaluation criteria:
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[Part V | Facility Information (continueq)

Section C. Supplemental Information for Part V, Section B. Provide descnptions required for Part V, Section B, lines 1}, 3, 4, 5d, 61, 7, 10, 11,
121, 14g, 16e, 17¢, 18e, 19¢c, 19d, 20d, 21, and 22. If applicable, provide separate descriptions for each facility in a facility reporting group,
designated by “Facility A, “ “Facilty B," etc.

1. Severity or prevalence of the issue

2. Notable health disparities in specific populations

3. Feasibility of possible interventions to affect change

4., Community population readiness to change

5. Ability to evaluate outcomes

6. Resources available to impact the need

It was determined internally that Hillcrest does not have the ability to

properly affect change within this need nor are there resources available

to influence change. It was also determined there are other governmental

organizations better aligned to address these priority.

The Children's Health Insurance Program (CHIP) was created in 1997 through

an amendment to the Social Security Act to provide health care coverage to

low-income children not already eligible for Medicaid. Like Medicaid, CHIP

is jointly financed by states and the federal government. States have the

option of using CHIP funds to expand their existing Medicaid program,

create a separate stand-alone CHIP, or do a combination of both.

Hillcrest serves as a strong advocate for the enrollment of eligible

children into the CHIP program. Our effort, to enroll children into the

program, is a major component of the Hillcrest Financial Assistance

Program. Yet, we are aware of our limitations in reaching all the

children within our services area that meet the eligibility requirements

for enrollment. Hillcrest, therefore, defers to those organizations

identified by the State of Texas and CMS to enroll the States children in
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[Part V| Facility Information (continueq)

Section C. Supplemental Information for Part V, Section B. Provide descnptions required for Part V, Section B, lines 1y, 3, 4, 5d, 61, 7, 10, 11,
121, 149, 16e, 17e, 186, 19¢, 19d, 20d, 21, and 22. If applicable, provide separate descnptions for each facility in a facility reporting group,
designated by "Facility A, " "Facility B," etc.

this vital insurance program. One such organization has been recognized

by CMS for their continued efforts in meeting this critical benefit need.

The Centers for Medicare & Medicaid Services (CMS) announced that the

Children's Defense Fund of Texas has been recognized for outstanding

efforts to identify and enroll eligible children in Medicaid and the

Children's Health Insurance Program (CHIP).

The efforts of the Children's Defense Fund of Texas has helped eligible

children get the high quality coverage and care that Medicaid and CHIP

provide,said CMS Administrator, Donald Berwick, M.D. "These individuals

have not only helped to improve participation in health coverage, but also

have enriched our understanding of the best ways to help consumers obtain

and keep health coverage."

The Children's Defense Fund (CDF) Texas is a strong and effective advocate

for children. Partnering with the Texas Association of School

Administrators, CDF-Texas has modeled effective school-based outreach and

enrollment strategies that have been replicated across the State and

nationally. CDF-Texas also has shown leadership building partnerships with

local businesses, like its work with Fiesta Mart, Inc., to help get

eligible children enrolled in coverage.

Hillcrest Baptist Medical Center:

Part V, Section B, Line 1l4g: Measures to publicize the policy within the

community served by the hospital facility, include but are not limited to,
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[PartV | Facility Information (continued)

Section C. Supplemental Information for Part V, Section B. Provide descnptions required for Part V, Section B, hines 1), 3, 4, 5d, 6, 7, 10, 11,
121, 149, 16e, 17¢, 18e, 19¢, 19d, 20d, 21, and 22. If applicable, provide separate descnptions for each facility in a facility reporting group,
designated by “Facility A, * "Facilty B," etc.

the following: 1) posting signs and notices regarding the charity care

policy in the emergency departments, admitting areas and business offices

located throughout the organization: 2) annual posting regarding the

organization's charity care program in the local newspapers: 3)

information regarding financial assistance, including the organization's

charity care policy, is posted on the organization's website: 4) notices

about the organization's financial assistance policies are posted on each

bill sent to patients including providing a phone number to access the

customer service unit dedicated to answering patients billing questions,

as well as provide information regarding financial assistance: and 5) the

organization provides free financial counselors to help patients determine

how to meet their financial obligations for services provided.

Specifically financial counselors assist patients in applying for

government assistance programs such as Medicaid or the organization's

charity care program. Any patient may request to speak to a financial

counselor when being treated at the organization. Uninsured patients who

are admitted to the hospital will automatically receive help from a

financial counselor. These services are provided in writing and through

interpretation services in the primary language of the patient requesting

assistance. Though the most often needed alternate language is Spanish,

the organization can accommodate multiple languages including American

Sign Language.

Hillcrest Baptist Medical Center:

Part V, Section B, Line 20d: The organization's financial assistance

policy is developed to provide discounted care to those qualifying for
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[Part V | Facility Information (continued)

Section C. Supplemental Information for Part V, Section B. Provide descriptions required for Part V, Section B, Iines 1), 3, 4, 5d, 61, 7, 10, 11,
121, 149, 16e, 17e, 18e, 19c, 19d, 20d, 21, and 22. If applicable, provide separate descnptions for each facility in a facility reporting group,
designated by "Facility A, " “Facility B," etc.

financial assistance to where the amount charged under this policy will

always be equal to or lower than the Medicare rates. However, for those

qualifying as medically indigent and whose income level is over 375% of

the federal poverty level shall not be billed more than 2 times their

annual household income.
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[PartV | Facility Information (continued)
Section D. Other Health Care Facilities That Are Not Licensed, Registered, or Similarly Recognized as a Hospital Facility

(ist in order of size, from largest to smallest)

How many non-hosprtal health care facilities did the organization operate during the tax year? 0

Name and address Type of Facility (descnbe)
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[Part VI Supplemental Information

Provide the following information.

1 Required descriptions. Provide the descriptions required for Part |, ines 3c, 6a, and 7; Part Il and Part lll, lines 2, 3, 4, 8 and
Sb.

2 Needs assessment. Descnbe how the organization assesses the health care needs of the communities it serves, in addrtion to any
CHNAs reported in Part V, Section B.

3 Patient education of eligibility for assistance. Descnbe 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 govemment programs or under the organization's financial
assistance policy.

4 Community information. Descnbe 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 faciities or other health
care facilties 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 affilated health care system, describe the respective roles of the organization
and its affilates 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.

Part I, Line 3c:

The organization's financial assistance policy uses several

factors in addition to FPG to determine eligibility for free or discounted

care. These additional criteria are: net assets, insurance status,

residency, and other financial resources.

Part I, Line 6a:

The organization prepares and files an Annual Report of

Community Benefit Plan with the Texas Department of State Health Services.

These reports are made available through the organization's website at

WWW.SW.O0rg.

Part I, Line 7:

A ratio of patient care cost to charges, as determined in

Worksheet 2, was used to report the amounts in Part I, Lines 7a - 7d. For

amounts reported on lines 7e - 7k, actual expenses for each community

benefit activity are tracked and reported using both community benefit

software and/or the organization's cost accounting system.
332099 10-03-13 chedule orm
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| Part VI| Supplemental Information continuation)

Part I, Line 7b, Column (d): Includes payments from the State 1115

Medicaid Waiver Program for uncompensated care, which funds are to be used

to expand indigent care.

Part I, Line 7i, Column (c¢): Includes charity care payments of $2,120,713

that are made directly to or on the behalf of a local public hospital

and/or other nonprofit organizations for the treatment of indigent

patients of those organizations.

Part I, Ln 7 Col(f):

The amount of bad debt expense included on Form 990, Part IX,

line 25, but removed for Schedule H, Part I, Line 7, Column (f) totaled

$0.

Part III, Line 4:

Audited financial statement footnote Page 11:

As stated in the combined audited financial statements, "Scott & White

maintains allowances for uncollectible accounts for estimated losses

resulting from a payer's inability to make payments on accounts. Scott &

White assesses the reasonableness of the allowance account based on the

historical write-offs, cash collections, the aging of the accounts and

other economic factors. Accounts are written off when collection efforts

have been exhausted. Management continually monitors and adjusts its

allowance associated with its receivable."”

Bad debt does not include amounts for patients who are known to qualify
Schedule H (Form 990)

332271
08-13-13

45
14210511 137705 HBMC 2013.05080 Hillcrest Baptist Medical C HBMC1




Schedule H (Form 990) Hillcrest Baptist Medical Center 74-1161944 page9
[Part VI| Supplemental Information continuation)

under the organization's charity care policy. The amount of bad debt

attributable to patient's accounts is net of contractual allowance,

payments received and recoveries of bad debt previously written off.

The organization has entered zero on Schedule H, Part III, Line 3;

however, based on prior experience and certain demographics and other

information obtained during admission, the organization believes a portion

of the bad debt expenses (estimated to range from 1-5%) would be

attributable to patients that would otherwise qualify for charity care.

Despite all of the effort and ways the organization educates patients

about qualifying for its charity care program as demonstrated in Part VI,

question 3 below, many uninsured patients either refuse or fail to

complete a charity care application or provide sufficient information at

the time of admission, during their stay or after being discharged to

gqualify for assistance under the organization's charity care policy.

Part III, Line 8:

The amount reported on Part III, Section B, line 7 was

calculated in accordance with the Schedule H instructions utilizing the

organization's allowable cost reported in the Medicare cost report based

on a cost to charge ratio. However, the allowable costs in the Medicare

cost report do not reflect the actual cost of providing care to patients

since the Medicare cost report excludes many direct patient care costs

that are essential to providing quality care to these patients. For

example, certain coverage fees to physicians, cost of Medicare C and D,

and other similar direct patient care expenses are specifically excluded

as allowable cost in the cost reports.

Schedule H (Form 990)
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Schedule H (Form 990) Hillcrest Baptist Medical Center 74-1161944 page9
[Part VI| Supplemental Information (continuation)

The organization believes that all of the shortfall should be considered

as a community benefit for the following reasons:

First, the IRS Community Benefit Standard includes the provision of care

to the elderly and Medicare patients. IRS Revenue Ruling 69-545 provides

in part, that hospitals serving patients with governmental health

benefits, including for example Medicare, is an indication that the

hospital operates for the promotion of health in the community.

Second, the organization provides care to Medicare patients regardless of

this shortfall, i.e., loss, and thereby relieves the state and federal

government of the burden of paying the full cost for the care of Medicare

beneficiaries. Medicare does not provide sufficient reimbursement to cover

the entire cost of providing care to these patients causing the

organization to use other surplus funds to cover the shortfall. It is

expected that reimbursement under the Medicare program will continue to

decline and therefore may further limit access to care due to the

anticipated reduction of participating Medicare providers in the

community. As a result, the care for these patients will likely continue

to increase, and rest on the shoulders of, nonprofit hospitals and/or

county hospital districts.

Third, many of the Medicare participants have low fixed incomes and

therefore would qualify for charity care or other means tested government

programs absent being enrolled in the Medicare program.

Fourth, Texas nonprofit hospitals must provide a minimum level of

community benefit in order to obtain exemption from state and local taxes.

According to the current Texas Health and Safety Code, the unreimbursed

Schedule H (Form 990)
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Schedule H (Form 990) Hillcrest Baptist Medical Center 74-1161944 pageo
[ Part VI| Supplemental Information (continuation)

cost of Medicare is considered to be a community benefit in determining

these state statutory requirements as it helps relieve a governmental

burden of providing this care that would otherwise be provided through the

county hospital system in Texas.

Part III, Line 9b:

The organization's debt collection policy and procedures

prohibit any collection efforts for the portion of the account balance

that qualifies for financial assistance under the organization's charity

care policy. For any remaining balances due, the same collection policy

and procedures are applied equally to all patient types.

Part VI, Line 2:

During the fiscal year ending August 31, 2013, the

Organization conducted a Community Health Needs Assessment (CHNA) to

assess the health care needs of the community for each of its licensed

hospital facilities and developed an implementation strategy to address

the needs identified in the CHNAs. The CHNAs were conducted in accordance

with state and federal guidelines including Internal Revenue Code Section

501(r) and the Texas Health and Safety Code Section 311. These CHNAs and

implementation strategies have been made widely available to the public

and are located on the Organization's website at the following address:

http://www.sw.org/community-benefit/community-health-needs-assessment

Part VI, Line 3:

The organization is committed to promoting health in the

community including providing or finding financial assistance programs to
Schedule H (Form 990)
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Schedule H (Form 990) Hillcrest Baptist Medical Center 74-1161944 pageo
[ Part VI| Supplemental Information (continuation)

assist patients. Patients who may qualify for financial assistance through

the organization's charity care program or other federal, state and local

government programs are informed and educated about their eligibility in

several ways including, but not limited to, the following: 1) posting

signs and notices regarding the charity care policy in the emergency

departments, admitting areas and business offices located throughout the

organization, 2) annual posting regarding the organization's charity care

program in the local newspapers, 3) information regarding financial

assistance, including the organization's charity care policy, is posted on

the organization's website, 4) notices about the organization's financial

assistance policies are posted on each bill sent to patients including

providing a phone number to access the customer service unit dedicated to

answering patients billing questions, as well as provide information

regarding financial assistance, and 5) the organization provides free

financial counselors to help patients determine how to meet their

financial obligations for services provided. Specifically financial

counselors assist patients in applying for government assistance programs

such as Medicaid or the organization's charity care program. Any patient

may request to speak to a financial counselor when being treated at the

organization. Uninsured patients who are admitted to the hospital will

automatically receive help from a financial counselor. These services are

provided in writing and through interpretation services in the primary

language of the patient requesting assistance. Though the most often

needed alternate language is Spanish, the organization can accommodate

multiple languages, including American Sign Language.

Part VI, Line 4:

Hillcrest Baptist Medical Center serves McLennan County,

Schedule H (Form 990)
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Schedule H (Form 990) Hillcrest Baptist Medical Center 74-1161944 pageo
[Part VIT Supplemental Information ;Contnuation)

where the majority of its patients reside. The primary community served

was determined based on:

1) Examination of inpatient utilization data for fiscal year 2012

2) Majority of total hospital discharges live in McLennan County

3) All Hillcrest hospital campuses and clinics are located in McLennan

County

The McLennan County community is comprised of approximately 238,564

individuals. The most recent data show that the population has grown

nearly twelve percent from the year 2000, with a forecasted increase of

two percent per year through the year 2015 when the population of McLennan

County is projected to reach 250,000 residents. As a community realizes

population growth and/or a change in demographics, it will most certainly

experience and see the effect on the community's health status.

Many demographic and socioeconomic characteristics are associated with

health-related risks and thus the overall health status of the community.

The population characteristics to monitor are age, gender, race, and

ethnicity, culture, urban and rural geography, income, literacy, access to

care and other contributing factors. This strategy allows Hillcrest to

better understand and reach the most vulnerable sectors of the community

while meeting pressing health care needs. The end result is to improve

the community's health status where its residents are empowered,

knowledgeable consumers making healthy life style choices.

Part VI, Line 5:

The Organization has promoted health in the communities of

Schedule H (Form 990)
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Schedule H (Form 990) Hillcrest Baptist Medical Center 74-1161944 pageo
[Part VI| Supplemental Information (continuation)

Central Texas by providing exemplary health care, medical education, and

other community service. Under the oversight of its independent

volunteer community board, the Organization has promoted health and

benefited the community by providing access to specialty centers designed

to treat a range of medical conditions. The Organization's governing body

is comprised of volunteer community representatives that provide

leadership and governance for the Organization. The members of the

governing body contribute their wisdom, insights, and expertise to ensure

the Organization is fulfilling its mission and charitable purpose while

providing efficient administrative support services and direction for the

Organization. The medical staff of the Organization is open to all

qualifying physicians in the community who meet membership and clinical

privileges requirements. As a nonprofit organization surplus funds are

continuously invested back to the community and are utilized to maintain

access to limited patient services or expand access points of care to

patients.

The Organization provides financial assistance in the form of charity care

to patients who are indigent and satisfy certain requirements.

Additionally, the Organization is committed to treating patients who are

eligible for means tested government programs such as Medicaid and other

government sponsored programs including Medicare, which is provided

regardless of the reimbursement shortfall, and thereby relieves the state

and federal government of the burden of paying the full cost of care for

these patients. Often, patients are unaware of the federal, state and

local programs open to them for financial assistance, or they are unable

to access them due to the cumbersome enrollment process required to

receive these benefits. The organization offers assistance in enrollment
Schedule H (Form 990)
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Schedule H (Form 990) Hillcrest Baptist Medical Center 74-1161944 pages
[Part VIT Supplemental Information ;Continuation)

to these government programs or extends financial assistance in the form

of charity care through the Organization's Financial Assistance Policy

which can be located on the Organization's website at

sw.org/patient-tools/financial-assistance.

The Organization provides a comprehensive Level II Trauma Center and a

Level III Neonatal Intensive Care Unit. The Organization provides access

to quality medical services including areas of excellence such as

cardiology, orthopedics, women's services and outpatient care. The

Organization serves it patients through their primary care clinics,

emergency department and physical medicine and rehabilitation.

Part VI, Line 6:

The organization is affiliated with Baylor Scott & White

Health, a faith based nationally acclaimed network of acute care hospitals

and related health care entities providing quality patient care, medical

education, medical research and other community services to the

communities of North and Central Texas. Baylor Scott & White Health is

the largest not-for-profit health care system in Texas, and one of the

largest in the United States. Baylor Scott & White Health was formed from

the 2013 combination of Baylor Health Care System and Scott & White

Healthcare. Known for exceptional patient care for more than a century,

the two organizations serve adjacent regions of Texas and operate on a

foundation of complementary values and similar missions. Baylor Scott &

White Health includes 43 hospitals, more than 500 patient care sites, more

than 6,000 affiliated physicians, 35,000 employees and the Scott & White

Health Plan.

332271 Schedule H (Form 990)
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[ Part VI| Supplemental Information continuation)

The System exists to serve all people through exemplary health care,

education, research and community service. Community benefits are provided

through the provision of charity care, governmental sponsored programs

(such as Medicaid and Medicare), medical research, medical education,

community health improvement services, donations to other nonprofit health

care providers, and many other community service activities. During the

year, the affiliated nonprofit hospitals reported community benefits (as

reported to the Texas Department of State Health Services, and in

accordance with the State of Texas Statutory methodology) in excess of

$701,800,000. The System's nonprofit hospitals provided community

benefits (as reported on the IRS Form 990, Schedule H) in excess of

$357,480,000 during the tax year. The Texas Annual Statement of Community

Benefit Standard includes approximately $274,860,000 of unreimbursed cost

of Medicare that is not included in the IRS Form 990, Schedule H.

The System is comprised of separate legal entities including philanthropic

foundations, a research institute, a physician network, acute care

hospitals, short-stay hospitals, specialty hospitals, ambulatory surgery

centers, a health plan and other health care providers all which fall

under the common control of Baylor Scott & White Holdings. Under the

guidance of an independent community board, the System follows one single

mission, vision and values focusing on quality patient centered care while

meeting the demands of health care reform, the changing needs of patients

and extraordinary recent advances in clinical care.

As part of the System, certain affiliates make grants and/or contributions

to other related nonprofit affiliates to help financially support and/or

fund worthy community benefits activities.

Schedule H (Form 990)
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[Part VI | Supplemental Information (continuation)

The System has also established a patient transfer system among the

affiliated hospitals allowing patients needing a particular level of care

to be transferred as needed to a related hospital that can provide that

service in an efficient and effective manner.

As part of the System, all hospitals and other affiliated health care

providers are required to adhere to high standards for medical quality,

patient safety and patient satisfaction. These standards are set forth by

Baylor Scott & White Holdings, the organization's parent, which helps

ensures consistency across the System.

Part VI, Line 7, List of States Receiving Community Benefit Report:

TX
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Schedule | (Form 990) Hillcrest Baptist Medical Center 74-1161944 page2
] Part IV | Supplemental Information

strategy, (2) Serves an under-served community or group of people through

medical mission work to improve their health status (3) promotes health in

the community, (4) supports community buildings activities that protect or

improves the community's health or safety and/or (5) provides positive

visibility and good community relations with other organization serving the

health needs of the community .

For related organizations, all grants and other assistance are subject to

the policies and procedures set forth by BSWH which ensures all funds are

used in accordance with the guidelines set forth above and in accordance

with the related organization's exempt purpose.

Grants and other assistance provided to unrelated organizations are

typically monitored by personal inspection. Examples include providing

assistance to entities where the filing organization's employee serves as a

Board Member for the recipient organization or through attendance at

community events where the filing organization employees work as volunteers

or to help coordinate these events.

Grants and other assistance provided to unrelated organizations are given

as a restricted gift and the receiving organization must sign a statement

indicating they will use the funds for the stated purpose.
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SCHEDULE J Compensation Information OMB No 1545-0047

(Form 990) For certain Officers, Directors, Trustees, Key Employees, and Highest 20 1 3
Compensated Employees
P Complete if the organization answered "Yes" on Form 990, Part IV, line 23.

Department of the Treasury P> Attach to Form 990. P> See separate instructions. Open to Public
Internal Revenue Service P> Information about Schedule J (Form 990) and its instructions is at www irs gav/farmaan Inspection
Name of the organization Employer identification number
____Hillcrest Baptist Medical Center 74-1161944
[Part1 | Questions Regarding Compensation
Yes | No
1a Check the appropnate box(es) if the organization provided any of the following to or for a person listed in Form 990,
Part VI, Section A, line 1a. Complete Part Ill to provide any relevant information regarding these rtems.
First-class or charter travel D Housing allowance or residence for personal use
Travel for companions |:| Payments for business use of personal residence
Tax indemnification and gross-up payments Health or social club dues or intiation fees
I:l Discretionary spending account I:] Personal services (e.g , maid, chauffeur, chef)
b If any of the boxes on line 1a are checked, did the organization follow a wntten policy regarding payment or
reimbursement or provision of all of the expenses descnbed above? If "No," complete Part Il to explain 1| X
2 Did the organization require substantiation pnor to reimbursing or allowing expenses incurred by all directors,
trustees, and officers, including the CEO/Executive Director, regarding the items checked in line 1a? 2 X
3 Indicate which, if any, of the following the filing organization used to establish the compensation of the organization’s
CEO/Executive Director. Check all that apply. Do not check any boxes for methods used by a related organization to
establish compensation of the CEO/Executive Director, but explain in Part [l1.
Compensation committee Written employment contract
Independent compensation consuttant |X] Compensation survey or study
Form 990 of other organizations IXI Approval by the board or compensation committee
4 Dunng the year, did any person listed in Form 930, Part VII, Section A, line 1a, with respect to the filing
organization or a related organization:
a Receive a severance payment or change-of-control payment? 4a X
b Participate in, or receive payment from, a supplemental nonqualified retirement plan? 4b X
¢ Participate in, or receive payment from, an equity-based compensation arrangement? 4c X
If "Yes" to any of lines 4a-c, list the persons and provide the applicable amounts for each item in Part |Il.
Only section 501(c)(3) and 501(c)(4) organizations must complete lines 5-9.
5 For persons listed in Form 990, Part VI, Section A, ine 1a, did the organization pay or accrue any compensation
contingent on the revenues of:
a The organization? 5a X
b Any related organization? 5b X
If "Yes" to Iine 5a or 5b, descnbe in Part Ili.
6 For persons listed In Form 990, Part VII, Section A, line 1a, did the organization pay or accrue any compensation
contingent on the net eamings of:
a The organization? 6a X
b Any related organization? 6b X
If *Yes" to hine 6a or 6b, describe in Part I,
7 For persons listed in Form 990, Part VI, Section A, line 1a, did the organization provide any non-fixed payments
not descnbed in ines 5 and 67 If "Yes," descnbe in Part Il 7 X
8 Were any amounts reported in Form 990, Part VII, paid or accrued pursuant to a contract that was subject to the
initial contract exception descnbed in Regulations section 53.4958-4(a)(3)? If *Yes," describe in Part IlI 8 X
9 If "Yes" to ine 8, did the organization also follow the rebuttable presumption procedure descnbed in
Regulations section 53.4958-6(c)? 9
LHA For Paperwork Reduction Act Notice, see the Instructions for Form 990. Schedule J (Form 990) 2013
332111
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SCHEDULE L Transactions With Interested Persons OMB No_1845-0047
(Form 990 or 990-EZ)| P> Complete if the organization answered "Yes" on Form 990, Part IV, line 25a, 25b, 26, 27, 28a, 20 13
28b, or 28c, or Form 990-EZ, Part V, line 38a or 40b.
Department of the Treasury 'P Attach to Form 990 or Form 990-EZ. p> Sge separate instructions. Open To Public
Internal Revenue Service P> Information about Schedule L (Form 990 or 890-EZ) and its instructions is at ., s gov/form990 Inspection
Name of the organization Employer identification number
Hillcrest Baptist Medical Center 74-1161944
| Part | ] Excess Benefit Transactions (section 501(c)(3) and section 501(c)(4) organizations only).
Complete If the organization answered "Yes" on Form 990, Part IV, ine 25a or 25b, or Form 990-EZ, Part V, line 40b.

(b) Relationship between disqualified {d) Corrected?
person and organization (c) Descniption of transaction Yes No

1
(a) Name of disqualified person

2 Enter the amount of tax incurred by the organization managers or disqualified persons dunng the year under
section 4958
3 Enter the amount of tax, If any, on line 2, above, reimbursed by the organization

> 3
> 3

| Part i | Loans to and/or From Interested Persons.

Complete if the organization answered "Yes" on Form 990-EZ, Part V, ine 38a or Form 990, Part IV, line 26; or if the organization
reported an amount on Form 990, Part X, line 5, 6, or 22.

(a) Name of (b) Relationship | (c) Purpose [(@) Loan oo () Onginal () Balance due (@) In ('g))/’ggg{g"gr (i) Wnitten
interested person with organization|  of loan orgamnation? | PTINCIpal amount default? | ommittee? | 30reement?
To {From Yes | No | Yes | No | Yes | No
|
|
Total - |_3)
| Part Il | Grants or Assistance Benefiting Interested Persons.
Complete if the organization answered "Yes" on Form 990, Part IV, ine 27.
} (a) Name of interested person (b) Relationship between (c) Amount of (d) Type of (e) Purpose of
| interested person and assistance assistance assistance
| the organization
|
LHA For Paperwork Reduction Act Notice, see the Instructions for Form 990 or 990-EZ. Schedule L (Form 990 or 990-EZ) 2013

332131
09-25-13 63
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Schedule L (Form 990 or 990-E2) 2013 Hillcrest Baptist Medical Center 74-1161944 page2
| Part IV] Business Transactions Involving Interested Persons.

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

{a) Name of interested person (b) Relationship between interested (c) Amount of (d) Description of g?éfﬁ?;ﬂgnqsr
person and the organization transaction transaction revenues?
Yes No
Billy H. Davis, Jr. Director 247,800.Lease of me X
Sarah K. Robinson Family member of Gl 32,670.Employee Co X

|PartV | Supplemental Information

Provide additional nformation for responses to questions on Schedule L (see instructions).

Sch L, Part IV, Business Transactions Involving Interested Persons:

(a) Name of Person: Billy H. Davis, Jr.

(b) Relationship Between Interested Person and Organization:

Director

(c) Amount of Transaction § 247,800.

(d) Description of Transaction: Lease of medical office building

(e) Sharing of Organization Revenues? = No

(a) Name of Person: Sarah K. Robinson

(b) Relationship Between Interested Person and Organization:

Family member of Glenn A. Robinson, Director/Officer

(c) Amount of Transaction $§ 32,670.

(d) Description of Transaction: Employee Compensation

(e) Sharing of Organization Revenues? = No

Schedule L (Form 990 or 990-EZ) 2013
332132

09-25-13
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OMB No 1545-0047

(Form 990 or 990-EZ) omplete to provide information for responses to specific questions on
Form 990 or 990-EZ or to provide any additional information.

SCHEDULE O Supglemental Information to Form 990 or 990-EZ 201 3

Department of the Treasury P> Attach to Form 990 or 990-EZ. Open to Public

Internal Revenue Service |_® information about Schedule O (Form 290 or 990-E2) and its instructions is atussw irs gouifarmaan Inspection

Name of the organization Employer identification number
Hillcrest Baptist Medical Center 74-1161944

Form 990, Part I, Line 1, Description of Organization Mission:

Faith based acute care hospital providing exemplary patient care,

medical education, medical research and community service to residents

of the Central Texas region since 1916.

Form 990, Part III, Line 4a, Program Service Accomplishments:

Baylor Scott & White Hillcrest Medical Center (HBMC) is a faith-based,

non-profit, 576-bed acute care hospital providing exemplary patient

care to the residents of McLennan County and the surrounding

communities since 1916.

HBMC is affiliated with Baylor Scott & White Health (BSWH), a faith

based nationally acclaimed network of acute care hospitals and related

health care entities providing quality patient care, medical education,

medical research and other community services to the residents of North

and Central Texas. BSWH is the largest not-for-profit health care

system in Texas, and one of the largest in the United States. BSWH was

formed from the 2013 combination of Baylor Health Care System and Scott

& White Healthcare.

HBMC has a major Level II Trauma Center and a Level III Neonatal

Intensive Care Unit. HBMC provides access to quality medical services

including areas of excellence such as cardiology, orthopedics, women's

services and outpatient care. HBMC serves its patients through their

primary care clinics, emergency department and physical medicine and

rehabilitation.

LHA For Paperwork Reduction Act Notice, see the Instructions for Form 990 or 990-EZ. Schedule O (Form 990 or 990-EZ) (2013)

332211
09-04-13
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Schedule O (Form 990 or 990-EZ) (2013) Page 2

Name of the organization Employer identification number

Hillcrest Baptist Medical Center 74-1161944

During the fiscal year, HBMC admitted 11,023 patients resulting in

102,662 days of care; delivered 2,325 babies, and received 46,613

emergency department wvisits. Additionally, HBMC provided community

benefits (as reported to the Texas Department of State Health Services

and in accordance with the State of Texas Statutory methodology) of

$22,803,062 and provided community benefits (as reported on the

Internal Revenue Service (IRS) Form 990, Schedule H) of $11,269,676

during the tax year. The Texas Annual Statement of Community Benefit

Standard includes approximately $10,687,675 of unreimbursed cost of

Medicare that is not included in the IRS Form 990, Schedule H.

Form 990, Part VI, Section A, line 2:

Gordon Swanson reported a business relationship with Billy

Davis, Jr., both of whom are on the Board of Directors of this

organization.

Form 990, Part VI, Section A, line 6:

Hillcrest Baptist Medical Center's (HBMC) members are

Hillcrest Health Systems Inc. and Scott & White Memorial Hospital,

organizations exempt from tax under IRC section 501(c)(3) and public

charities under IRC section 509(a)(3).

Form 990, Part VI, Section A, line 7a:

As disclosed in Part VI, Line 4, Baylor Scott & White

Holdings, a Texas nonprofit corporation, is currently the sole member of

Scott & White Healthcare (SWHC) and SWHC is the sole member of Scott &

White Memorial Hospital, one of the two members of the organization. Prior

oaian4s Schedule O (Form 990 or 990-EZ) (2013)
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Schedule O (Form 990 or 990-EZ) (2013) Page 2
Name of the organization Employer identification number

Hillcrest Baptist Medical Center 74-1161944

to October 1, 2013, SWHC had control and substantial reserved powers over

the organization, including those to elect and remove half the governing

body of the organization, with Hillcrest Health System retaining these

powers for the other half. Effective October 1, 2013, SWHC transferred

control and its reserved powers over the organization to Baylor Scott &

White Health, LLC and subsequently to Baylor Scott & White Holdings on

March 1, 2014. The Baylor Scott & White Holdings Board of Trustees is

comprised of a majority of independent community representatives that

provide leadership and governance to Baylor Scott & White Holdings and its

affiliated tax exempt entities including, the filing organization, to

ensure it is meeting its charitable purpose.

Form 990, Part VI, Section A, line 7b:

Prior to October 1, 2013, all rights and powers were reserved

to Scott & White Healthcare (SWHC) and Hillcrest Health System, except

only those rights and powers expressly set forth in the bylaws, required by

state or federal law, or to meet the requirements and standards promulgated

by joint commission. For example, the member's reserved rights and powers

include, without limitation, approval of the organization's articles of

incorporation and bylaws and amendments thereto, appointment and removal of

members of the organization's governing body, approval of dissolutions and

mergers, and other similar decisions over the organization. Effective

October 1, 2013, SWHC transferred control and its reserved powers over the

organization to Baylor Scott & White Health, LLC and subsequently to Baylor

Scott & White Holdings on March 1, 2014.

Form 990, Part VI, Section B, line 1l1:

The Form 990 is prepared and reviewed by the BSWH tax
a3 Schedule O (Form 990 or 990-EZ) (2013)
67
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Schedule O (Form 990 or 990-E7) (2013) Page 2
Name of the organization Employer identification number

Hillcrest Baptist Medical Center 74-1161944

department. During the return preparation process the tax department works

with other functional areas including finance, accounting, treasury, legal,

human resources, and corporate compliance for advice, information and

assistance to prepare a complete and accurate return. Upon completion, the

Form 990 is reviewed by the organization's President, financial officer

and/or other key officers. A complete final copy of the return is provided

to the organization's governing body prior to filing with the IRS.

Form 990, Part VI, Section B, Line 1l2c:

Persons with an actual or perceived ability to influence the

organization have the duty to disclose annually and otherwise promptly as

potential conflicts are identified, any familial, professional or financial

relationships with entities or individuals that do, or seek to do business

with the organization or that compete with the organization. These

individuals include the organization's officers, governing body,

management, physicians with administrative services agreements and other

key personnel who interact with outside organizations or businesses on

behalf of the organization. The BSW Holdings' Board of Trustees Audit and

Compliance Committee and the BSW Holdings' Corporate Compliance Committee

review all relevant disclosures submitted by these individuals to determine

whether a conflict of interest exists and to determine an appropriate

resolution, if necessary Any individual with a perceived or potential

conflict is prohibited from voting or participating in the decision making

process regarding such transaction with that individual.

Form 990, Part VI, Section B, Line 1l5a:

The compensation review process is performed annually. All

hysician compensation is reviewed including pay, production data and total

09-04-13 Schedule O (Form 990 or 990-EZ) (2013)
68
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Schedule O (Form 990 or 990-EZ) (2013) Page 2

Name of the organization Employer identification number

Hillcrest Baptist Medical Center 74-1161944

compensation. The physician compensation is then benchmarked against

industry standards using data from ten different industry surveys. This

review is performed by an independent consultant and presented to the Scott

& White Healthcare Board of Trustees Compensation Committee. Scott & White

Healthcare ("SWHC")(EIN: 26-4532547) was the parent corporation of the

Scott & White Healthcare System (the "System") during the Calendar Year

2013.

System Officers along with regional Chief Executive Officers and Chief

Medical Officers are reviewed annually. An independent consultant compares

total compensation to benchmark surveys. The Scott & White Healthcare Board

of Trustees Compensation Committee reviews the compensation and

comparability data annually.

Form 990, Part VI, Section C, Line 19:

Process for making governing documents, conflict of interest

policy, & financial statements available to the public: The organization's

articles of incorporation and amendments thereto are made available to the

public by the filing of those documents with the Texas Secretary of State.

Also, the organization is included within the combined financial statements

of Scott & White Healthcare that are made available to the public by the

posting of those documents through DAC Bond and are attached to this

return. The organization's other governing documents and conflicts of

interest policy are not made available to the public.

Part VI, Line 4

The organization did not make any changes to its governing

documents during the tax year, however, effective October 1, 2013,

A Schedule O (Form 990 or 990-EZ) (2013)
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Schedule O (Form 990 or 990-E2) {2013) Page 2
Name of the organization Employer identification number

Hillcrest Baptist Medical Center 74-1161944

Baylor Health Care System, a Texas nonprofit corporation (BHCS), and

Scott & White Healthcare (SWHC), a Texas nonprofit corporation,

consummated their affiliation pursuant to an Affiliation Agreement (the

"Agreement"”) dated June 19, 2013. BHCS and SWHC formed Baylor Scott &

White Holdings (BSW Holdings), a Texas nonprofit corporation.

While the receipt of the Internal Revenue Service (IRS) tax-exempt and

public charity determination letter for BSW Holdings was pending, BHCS

and SWHC formed a Texas limited liability company, Baylor Scott & White

Health LLC (BSW Holdings LLC). On December 31, 2013, BSW Holdings

received a favorable determination letter from the IRS regarding their

tax-exempt and public charity status. Effective March 1, 2014, BSW

Holdings LLC was merged into BSW Holdings. BSW Holdings is now the

sole member of BHCS and SWHC and has control and substantial reserved

powers over all BHCS and SWHC material affiliates including the

organization.

Form 990, Part IX, Line 1lg, Other Fees:

Other Purchased Services

Program service expenses 0.
Management and general expenses 0.
Fundraising expenses 686,
Total expenses 686.

Contract Labor

Program service expenses 17,498,722.

Management and general expenses 2,781,208.

09-04-13 Schedule O (Form 990 or 990-EZ) (2013)
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Schedule O (Form 990 or 990-EZ) (2013) Page 2

Name of the organization Employer identification number
Hillcrest Baptist Medical Center 74-1161944

Fundraising expenses 61,286.

Total expenses 20,341, 216.

Repairs & Maintenance

Program service expenses 3,256,213,
Management and general expenses 0.
Fundraising expenses 15.
Total expenses 3,256,228,
Laundry

Program service expenses 43,834,
Management and general expenses 0.
Fundraising expenses 0.
Total expenses 43,834.

Corporate Overhead

Program service expenses 0.
Management and general expenses 1,195,485,
Fundraising expenses 0.
Total expenses 1,195,485,
TPA

Program service expenses 0.
Management and general expenses 257,398,
Fundraising expenses 0.
Total expenses 257,398.
Total Other Fees on Form 990, Part IX, line 11g, Col A 25,094,847.
KA 1 Schedule O (Form 990 or 990-EZ) (2013)
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Schedule O (Form 990 or 990-EZ) (2013) Page 2

Name of the organization Employer identification number
Hillcrest Baptist Medical Center 74-1161944

Form 990, Part XI, line 9, Changes in Net Assets:

Transfers to/from SWMH-Ljiability Reserve -848,773.

Change in Net Assets of Related Foundation -1,159,979.

Total to Form 990, Part XI, Line 9 -2,008,752.

Part XII, Line 2c¢

As a result of the changes in the governance structure

described in Part VI, Line 4, the oversight and selection process of

the organization's audit and compilation of its financial statements

including the selection of the independent accountant was transferred

to the Audit and Compliance Committee of Baylor Scott & White Health

LLC effective October 1, 2013 and subsequently transferred to Baylor

Scott & White Holdings on March 1, 2014.

Form 5471

Disclosure Statement Related to Forms 5471, Information

Return of U.S. Persons with Respect to Certain Foreign Corporations,

Filed on Behalf of the Taxpayer: In accordance with IRC Section 6038

and the constructive ownership rules of IRC Sections 958(a) and (b),

the taxpayer is required to file Forms 5471, Information Return of U.S.

Persons with Respect to Certain Foreign Corporations, with respect to

certain controlled foreign corporations (CFCs) including Scott & White

Assurance Ltd and Health Care Insurance Company of Texas, Ltd. These

filing requirements are or will be satisfied through the filing of

Forms 5471 for these CFCs by other U.S. taxpayers identified below who

have the same filing requirement.

050413 Schedule O (Form 990 or 990-EZ) (2013)
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Schedule O (Form 990 or 990-EZ) (2013)

Page 2

Name of the organization

Employer identification number

Hillcrest Baptist Medical Center 74-1161944

Taxpayer Name: Scott & White Memorial Hospital

Taxpayer Address: 2401 S.

31st Street Temple, TX 76508

Taxpayer Identification Number of U.S. tax return with which the Forms

5471 were or will be filed:

74-1166904

IRS Service Center where U.S. tax return was or will be filed: Ogden

Taxpayer Name: Baylor Health Care System

Taxpayer Address: 2001 Bryan Street Suite 2200 Dallas, TX 75201

Taxpayer Identification Number of U.S. tax return with which the Forms

5471 were or will be filed:

75-1812652

IRS Service Center where U.S. tax return was or will be filed: Ogden

332212
09-04-13

14210511 137705 HBMC
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Independent Auditor’s Report

To the Board of Trustees
Baylor Scott & White Holdings:

We have audited the accompanying combined financial statements of Scott & White Healthcare and its
affiliates (“the Company”), which comprise the combined balance sheet as of June 30, 2014, and the
related combined statements of operations and changes in net assets, and of cash flows for the period from
September 1, 2013 to June 30, 2014.

Management's Responsibility for the Combined Financial Statements

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

Auditor's Responsibility

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

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

Opinion
In our opinion, the combined financial statements referred to above present fairly, in all material respects,
the financial position of Scott & White Healthcare and its affiliates at June 30, 2014, and the results of

their operations and their cash flows for the period from September 1, 2013 to June 30, 2014 in
accordance with accounting principles generally accepted in the United States of America.

PrwnotifbudsCosnen T 19

November 12, 2014

PricewaterhouseCoopers LLP, 2001 Ross Avenue, Suite 1800, Dallas, TX 75201
T: (214) 999 1400, F: (813)754 7991, www.pwc.com/us




SCOTT & WHITE HEALTHCARE

COMBINED STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS

FOR THE TEN MONTHS ENDED JUNE 30, 2014

(In thousands)

OPERATING REVENUE:
Net patient care revenue
Less patient related bad debt expense

Net patient care revenue, net of patient related bad debt expense

Premiums revenue
Other operating revenue
Net assets released from restrictions for operations

Total operating revenue

OPERATING EXPENSES:
Salaries, wages, and employee benefits
Supplies
Other operating expenses
Medical claims
Loss on fixed asset sales and disposals, net
Depreciation and amortization
Interest

Total operating expenses
LOSS FROM OPERATIONS BEFORE MERGER COSTS
MERGER COSTS
LOSS FROM OPERATIONS

NONOPERATING GAINS (LOSSES):
Gains on investments, net
Interest rate swap activity
Contributions
Equity in losses in unconsolidated entities
Loss from extinguishment of debt
Other

Total nonoperating gains

REVENUE AND GAINS (LOSSES) IN EXCESS (DEFICIT) OF
EXPENSES AND LOSSES

§ 1,396,068
180.299
1,215,769
545,153
129,291

— 9511

1,899,724

1,037,490
296,546
303,270
197,590

7,764
99,373

25.840

1.967.873

(68.149)
15.364

(83.513)

58,585
(30,036)

5,429
(475)
(254)

1.497

34.746

(48,767)




SCOTT & WHITE HEALTHCARE
COMBINED STATEMENT OF OPERATIONS AND CHANGES IN NET ASSETS - continued

FOR THE TEN MONTHS ENDED JUNE 30, 2014
(In thousands)

OTHER CHANGES IN UNRESTRICTED NET ASSETS:

Unrealized gain on investments, net $ 4,196
Net assets released from restrictions for capital expenditures 24,424
Other (898)
DECREASE IN UNRESTRICTED NET ASSETS (21,045)
CHANGES IN TEMPORARILY RESTRICTED NET ASSETS:
Contributions 15,762
Realized investment income, net 3,976
Unrealized gains on investments, net 7,318
Change in value of split-interest agreements 171
Net assets released from restrictions for operations 9,511
Net assets released from restrictions for capital expenditures (24,424)
Change in net assets of related foundations (3,049)
Other 309
DECREASE IN TEMPORARILY RESTRICTED NET ASSETS (9.448)

CHANGES IN PERMANENTLY RESTRICTED NET ASSETS:

Contributions 939
Change in value of split-interest agreements 79
Change in net assets of related foundations 30
Other (1.965)
DECREASE IN PERMANENTLY RESTRICTED NET ASSETS 917
DECREASE IN NET ASSETS (31.410)
NET ASSETS, beginning of period 857.540
NET ASSETS, end of period § 826,130

See accompanying notes. -4-




SCOTT & WHITE HEALTHCARE
COMBINED STATEMENT OF CASH FLOWS

FOR THE TEN MONTHS ENDED JUNE 30, 2014
(In thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Decrease in net assets
Adjustments to reconcile decrease in net assets to net cash
provided by operating activities:
Loss from extinguishment of debt
Unrealized gains on investments, net
Realized gains on investments, net
Unrealized losses on interest rate swap, net
Contributions restricted for long-term purposes
Patient related bad debt expense
Depreciation and amortization
Loss on sale or disposal of assets, net
Change in value of split-interest agreements
Deferred rent
Changes in operating assets and liabilities:
Increase in patient accounts receivable
Increase in other accounts receivable
Increase in other assets
Increase in accounts payable and accrued liabilities
Decrease in other long-term liabilities

Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of property and equipment
Cash proceeds from sales of assets
Decrease in trading investments
Payments on interest rate swap
Decrease in other than trading investments
Decrease in assets whose use is limited

Net cash used in investing activities

$  (31,410)

254

(37,978)

(36,097)
19,198

(939)
180,299
99,373
7,764

(250)
175

(153,119)
(334)
(386)

35,302
(3.294)

78,558

(160,305)
2,502
54,078

(10,838)
2,601

64.184

(47.778)




SCOTT & WHITE HEALTHCARE

COMBINED STATEMENT OF CASH FLOWS - continued

FOR THE TEN MONTHS ENDED JUNE 30, 2014
(In thousands)

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments on long-term debt
Proceeds from issuance of long-term debt
Cash receipts restricted for long-term purposes
Annuity payments to beneficiaries

Net cash used in financing activities
NET INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, beginning of period
CASH AND CASH EQUIVALENTS, end of period

SUPPLEMENTAL CASH FLOW DATA:
Cash paid for interest
Property and equipment acquired under capital leases

Decrease in accounts payable due to property and
equipment received but not paid

$  (13,199)
11,300
118
(563)
(2.344)
28,436
114,839
1432
$ 26317
$ 1,481
$ 28355




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements

For the Ten Months Ended June 30, 2014

1. ORGANIZATION

Scott & White Healthcare (SWH) is a Texas nonprofit corporation exempt from federal
income taxation under Section 501(a) of the Internal Revenue Code (IRC) as an organization
described in Section 501(c)(3) of the IRC. SWH controlled entities and noncontrolled affiliate
entities include over 1,300 licensed hospital beds, approximately 80 clinic locations, and a
health maintenance organization, Scott & White Health Plan, and its subsidiary, Insurance
Company of Scott & White (collectively referred to as the “Health Plan” or “SWHP”)
primarily serving the central region of Texas. The Health Plan, SWH and its consolidated
affiliates are collectively referred to herein as Scott & White. The equity method of
accounting is used for investments in entities in which Scott & White has significant influence
and a financial interest, but not control. Entities in which Scott & White has control but not
sole membership are included in the combined financial statements, with a noncontrolling
interest reported in the balance sheet and in the excess of revenues and gains over expenses
and losses. All entities in which Scott & White has sole membership are included in the
combined financial statements. All significant intercompany accounts and transactions among
entities included in the combined financial statements have been eliminated in consolidation.

Effective October 1, 2013, Baylor Health Care System (BHCS) a Texas nonprofit corporation,
and SWH, consummated their affiliation pursuant to an Affiliation Agreement dated June 19,
2013. BHCS and SWH formed BSW Health, a Texas nonprofit corporation now known as
Baylor Scott & White Holdings (BSW Holdings), and BSW Health Service, a Texas nonprofit
corporation now known as Baylor Scott & White Health (BSW Health).

While the receipt of Internal Revenue Service (IRS) tax-exempt and public charity
determination letters for BSW Holdings and BSW Health was pending, BHCS and SWH
formed two Texas limited liability companies, Baylor Scott & White Health LLC (BSW
Holdings LLC) and Baylor Scott & White Health Service LLC (BSW Health LLC). On
December 31, 2013, BSW Holdings and BSW Health each received a favorable determination
letter from the IRS regarding their tax-exempt and public charity status. Effective March 1,
2014, BSW Holdings LLC was merged into BSW Holdings and BSW Health LLC was
merged into BSW Health. BSW Holdings is now the sole member of BHCS and SWH and
has control and substantial reserved powers over all BHCS and SWH material affiliates.
BSW Holdings and its affiliates are referred to collectively as the “System” or “BSWH”.

BSW Holdings has accounted for the combination as a merger of not-for-profit entities under
Accounting Standards Codification (ASC) 958-805, “Not-for-Profit entities: Business
Combinations.” Transition and integration are on-going with Scott & White incurring




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

approximately $15,364,000 in costs during the ten months ended June 30, 2014, as a result of
the transaction which are included in merger costs in the combined statement of operations
and changes in net assets. The combined financial statements reflect the results of operations
and financial position of Scott & White only.

2. SIGNIFICANT ACCOUNTING POLICIES

The accompanying financial statements of Scott & White have been prepared in conformity
with accounting principles generally accepted in the United States. The following is a
summary of the significant accounting and reporting policies used in preparing the financial
statements.

Adoption of New Accounting Pronouncements

In December 2011, the Financial Accounting Standards Board (FASB) issued Accounting
Standards Update (ASU) 2011-11, "Balance Sheet (Topic 210): Disclosures about Offsetting
Assets and Liabilities.” This ASU amends the disclosure requirements on offsetting as stated
in Section 210-20-50 in order to more closely align the presentation of the financial
statements prepared under the United States Generally Accepted Accounting Principles (US
GAAP) and those prepared under the International Financial Reporting Standards (IFRS).
The amendments under this update require entities to disclose both gross and net information
related to instruments and transactions subject to an agreement similar to a master netting
arrangement. The scope of this ASU applies to derivatives, sale and repurchase arrangements,
reverse sale and repurchase arrangements, securities borrowing and securities lending
arrangements. Scott & White applied the provisions of ASU 2011-11 in 2014.

In October 2012, FASB issued ASU 2012-05, “Statement of Cash Flows (Topic 230)
— Not-for-Profit Entities: Classification of the Sale Proceeds of Donated Financial Assets,”
including an amendment to 230, “Statement of Cash Flows.” The amendment requires, with
certain exception, a not-for-profit entity to classify in the statement of cash flows cash received
from donated financial assets as an operating activity if those donated financial instruments
were donated without any imposed limitations for sale and were converted nearly immediately
into cash. Scott & White applied the provisions of ASU 2012-05 in 2014.

In January 2013, FASB issued ASU 2013-01, “Balance Sheet (Topic 210) - Clarifying the
Scope of Disclosures about Offsetting Assets and Liabilities.” This ASU clarifies that the
scope of ASU 2011-11 is limited to derivatives accounted for in accordance with Topic 815,
including bifurcated embedded derivatives, repurchase agreements and reverse repurchase
agreements, and securities borrowing and securities lending transactions that are either offset
in accordance with Section 210-20-45 or Section 815-10-45 or subject to an enforceable
master netting arrangement or similar agreement. Scott & White applied the provisions of
ASU 2013-01 in 2014.




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements - continued

In March 2014, FASB issued ASU 2014-06, “Technical Corrections and Improvements
Related to Glossary Terms.” The amendments in this ASU relate to glossary terms and cover
a wide range of topics in the codification. These amendments are presented in four sections;
Deletion of Master Glossary Terms (Section A), Addition of Master Glossary Term Links
(Section B), Duplicate Master Glossary Terms (Section C), and Other Technical Corrections
Related to Glossary Terms (Section D). This ASU is limited to those amendments related to
the Master Glossary, including technical corrections related to glossary links, glossary term
deletions and glossary term name changes. Scott & White applied the provisions of ASU
2014-06 in 2014.

Other Accounting Pronouncements

In October 2012, FASB issued ASU 2012-04, “Technical Corrections and Improvements.”
The amendment clarifies multiple elements of the Accounting Standards Codification (ASC)
and corrects unintended application of guidance which is not expected to have a significant
effect on current accounting practice. Additionally, the ASU includes amendments identifying
when the use of fair value should be linked to the definition of fair value in ASC 820, Fair
Value Measurements. Scott & White has not evaluated all of the updated provisions which
are effective for fiscal years beginning after December 15, 2013.

In February 2013, FASB issued ASU 2013-04, “Obligations Resulting from Joint and Several
Liability Arrangements for Which the Total Amount of the Obligation is Fixed at the
Reporting Date.” The ASU requires measurement of obligations resulting from joint and
several liability arrangements for which the total amount of the obligation is fixed at the
reporting date, as the sum of (a) the amount the reporting entity agreed to pay on the basis of
its arrangement among its co-obligors and (b) any additional amount the reporting entity
expects to pay on behalf of its co-obligors. Additionally, the amendment requires an entity to
disclose the nature and amount of the obligation as well as other information about those
obligations. The amendments are to be applied retrospectively to all prior periods presented
for those obligations within the scope of the ASU that exist at the beginning of an entity’s
fiscal year of adoption. Scott & White has not evaluated all of the updated provisions, which
are effective for fiscal years ending after December 15, 2014.

In April 2014, FASB issued ASU 2014-08, “Reporting Discontinued Operations and
Disclosures of Disposals of Components of an Entity.” This ASU amends the requirements
for reporting discontinued operations by removing the following conditions in the current
reporting requirements of discontinued operations: elimination of the operations and cash
flows of the component from ongoing operations and the entity will not have any significant
continuing involvement in the operations of the component after the disposal transaction.
Additionally, only, if the disposal represents a strategic shift, having a major effect on an
entity’s operations and financial results will the disposal of components be reported as




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

discontinued operations. This amendment also adds that the disposal of an equity method
investment that meets the definition of discontinued operations or a business or nonprofit
activity that, on acquisition, meets the criteria to be classified as held for sale is to be reported
in discontinued operations. Scott & White has not evaluated all of the provisions of ASU
2014-08, which are effective for fiscal years beginning on or after December 15, 2015.

In May 2014, FASB issued ASU 2014-09, “Revenue from Contracts with Customers (Topic
606).” The core principle of the guidance is that an entity should recognize revenue to depict
the transfer of promised goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those goods or
services. Scott & White has not evaluated all of the provisions of ASU 2014-09, which are
effective for fiscal years beginning after December 15, 2016.

In August 2014, FASB issued ASU 2014-15, “Disclosure of Uncertainties about an Entity’s
Ability to Continue as a Going Concern.” This ASU amendment requires management to
assess an entity’s ability to continue as a going concern. Management should evaluate
whether conditions or events, considered in the aggregate, exist that raise substantial doubt
about the entity’s ability to continue as a going concern within one year after the date that the
financial statements are issued. Scott & White has not evaluated all of the provisions of ASU
2014-15, which are effective for fiscal years ending after December 15, 2016.

Cash Equivalents

Scott & White considers all undesignated highly liquid investments with maturities of three
months or less when purchased to be cash equivalents.

Investments

Scott & White has designated all of its investments as trading except for those investments
held by Hillcrest Baptist Medical Center (Hillcrest) and SWHP. For all trading investments,
the interest and dividends, realized gains and unrealized gains (losses) are included in gains on
investments, net, in the accompanying combined statement of operations and changes in net
assets, unless restricted by donor. For other than trading investments, interest and dividends
and realized gains (losses) are included in gains on investments, net, unless restricted by
donor. Unrealized gains (losses) on other than trading investments are included in other
changes in unrestricted net assets, unless restricted by donor.

-10-




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

Interest and dividends, realized gains and unrealized gains (losses) for the ten months ended
June 30, 2014 consisted of the following (in thousands):

June 30, 2014

Interest and Realized Unrealized
dividends gains gains Total
Nonoperating gains $ 6,003 $ 26,118 $ 26,464 $ 58,585
Other changes in unrestricted
net assets - - 4,196 4,196
Changes in temporarily
restricted net assets 1,749 2,227 7318 11,294

$ 7752  $28345  § 37978  § 74075

Patient Accounts Receivable

Patient accounts receivable are stated at estimated net realizable value, and collateral is
generally not required. Significant concentrations of patient accounts receivable at June 30,
2014 include:

Government-related programs 43%

Managed care providers, commercial insurers
and other payors 39%
Self-pay patients 18%
—100%

Receivables from government-related programs (i.e., Medicare and Medicaid) represent the
only concentrated group of payors for Scott & White’s receivables, and management does not
believe that there is any unusual level of collectability risks associated with these government
programs. Commercial and managed care receivables consist of receivables from various
payors involved in diverse activities and subject to differing economic conditions and do not
represent any concentrated collectability risks to Scott & White.

Scott & White maintains allowances for uncollectible accounts for estimated losses resulting
from a payor’s inability to make payments on accounts. Scott & White assesses the
reasonableness of the allowance account based on historical write-offs, cash collections, the
aging of the accounts and other economic factors. Accounts are written off when collection
efforts have been exhausted. Management continually monitors and adjusts its allowances
associated with its receivables.

-11-




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

Premiums Receivable

Premium revenue is recognized as income in the period that members are entitled to receive
services, as specified by the provisions of the arrangement. Premiums billed or received in
advance of the service period are reported as unearned premiums. Premiums receivable
generally are not collateralized. Premiums receivable also include annual settlements under
the cost contract established between SWHP and the Centers for Medicare & Medicaid
Services. At June 30, 2014, the settlement amounts receivable under this contract were
$31,281,000 (cost years 2007 - 2013).

Significant concentrations of premiums receivable were 96% from local, state and federal
government-related programs at June 30, 2014. Premium revenue from local, state and
federal agencies accounted for 52% of total premium revenue for the ten months ended June
30,2014.

Property and Equipment

Property and equipment are recorded at cost at the date of acquisition or estimated fair value
at the date of donation. Depreciation is computed on the straight-line method using the
estimated economic lives of the depreciable assets, generally ranging from 2 to 40 years. The
amortization related to assets recorded under capital leases is included within depreciation and
amortization expense in the combined statement of operations and changes in net assets.

Property and equipment and related accumulated depreciation for the ten months ended June
30, 2014 are as follows (in thousands):

Useful Life
Land and improvements 2-25 Years $ 78,886
Buildings and improvements 5-40 Years 950,643
Major movable equipment and other 3-20 Years 930,869
Construction-in-progress - 117,543
2,077,941
Accumulated depreciation and amortization (936.580)
41,361

Expenditures that materially increase values, change capacities, or extend useful lives are
capitalized. Routine maintenance and repair items are charged to operating expenses.

Scott & White evaluates whether events and circumstances have occurred that would require a

revision to the remaining estimated useful life of long-lived assets or would indicate that the
remaining balance of an asset is not recoverable. The assessment of possible impairment is

-12 -




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

based on whether the carrying amount of an asset exceeds the expected total undiscounted
value of cash flows expected to result from the use of the asset and its eventual disposition.
No impairment charges were recorded for the ten months ended June 30, 2014.

Property and equipment financed under capital leases totaled approximately $28,120,000 at
June 30, 2014, and related accumulated amortization was approximately $10,105,000 at June
30, 2014. Amortization expense is included in depreciation and amortization expense in the
combined statement of operations and changes in net assets.

The amounts of total capitalized software costs, including purchased and internally developed
software, at June 30, 2014, were approximately $206,962,000 less accumulated depreciation
of approximately $117,709,000. Depreciation of these software costs was approximately
$19,694,000 for the ten months ended June 30, 2014,

Scott & White accounts for asset retirement obligations under the provisions of ASC 410,
“Asset Retirement and Environmental Obligations,” regarding accounting for conditional
asset retirement obligations. The asset retirement obligation as of June 30, 2014 was
approximately $10,180,000, which is recorded in other liabilities in the combined balance
sheet and relates to required future asbestos remediation.

Derivative Financial Instruments

Scott & White accounts for its derivatives under ASC 815, “Derivatives and Hedging,”
regarding accounting for derivative instruments and hedging activities. Scott & White utilizes
interest rate swap agreements (derivative agreements) to mitigate interest rate exposures. Scott
& White’s derivative agreements are measured at fair value and are reflected in the
consolidated balance sheets as either a long-term asset or long-term liability. None of Scott &
White’s derivative financial instruments qualify for hedge accounting at June 30, 2014.
Changes in the fair value of the derivative agreements and the expense or income,
representing the net of the payments made or received under the derivative agreements, are
recorded as interest rate swap activity in the combined statement of operations.

Interest in Net Assets of Related Foundations

Scott & White accounts for its interest in the net assets of related foundations under ASC 958-
605, “Not-for-Profit Entities - Revenue Recognition,” regarding transfers of assets to a not-
for-profit organization or charitable trust that raises or holds contributions for others. At June
30, 2014, Scott & White’s interest in the net assets of related foundations not eliminated upon
consolidation was approximately $4,217,000.

-13 -




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

Equity Investments in Unconsolidated Entities

In fiscal year 2008, Scott & White acquired a 32% membership interest in Metroplex
Adventist Hospital (MAH), a Texas nonprofit corporation, located in Killeen, Texas. Scott &
White accounts for its interest in MAH under the equity method of accounting.

At June 30, 2014, the difference between the amount at which the investment in MAH was
carried and Scott & White’s interest in the underlying net assets of MAH was approximately
$4,399,000. The excess cost over interest in the underlying net assets of MAH is being
amortized over ten years, which was determined to be the lesser of the approximate remaining
life of the assets to which the excess cost over carrying value relates or the period of time
from the consummation of the membership interest agreement to the point at which the
membership interest agreement may be terminated without cause. Scott & White’s interest in
the losses of MAH was approximately $475,000 for the ten months ended June 30, 2014, and
is reported as equity in losses in unconsolidated entities in the combined statement of
operations and changes in net assets.

Medical Claims Payable

Medical claims payable represent management’s best estimate of the ultimate net cost of all
reported and unreported claims and claim adjustment expenses incurred through June 30,
2014 and are included in other accrued liabilities. Reserves for unpaid claims are actuarially
estimated using individual case-basis valuations and statistical analysis. These estimates are
subject to the effects of trends in claim severity and frequency. Although considerable
variability is inherent in such estimates, management believes that reserves for unpaid claims
are adequate. The estimates are continually reviewed and adjusted as necessary as experience
develops or new information becomes known. Such adjustments are included in operations
when determined. There were no material adjustments to these estimates recorded during the
ten months ended June 30, 2014.

Contributions, Gifts, and Bequests

Scott & White records contributions, gifts, and bequests of cash or other assets at estimated
fair value on the date of receipt. If a contribution, gift, or bequest of cash or other assets is
received by Scott & White with a time or purpose restriction, Scott & White records the
contribution, gift, or bequest as a temporarily or permanently restricted contribution.

Temporarily and Permanently Restricted Net Assets

When a time or purpose restriction is fulfilled, temporarily restricted net assets are reclassified
to unrestricted net assets. Scott & White’s temporarily restricted net assets are primarily
restricted for research, education, capital projects, and medical care programs.

-14 -




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements - continued

Scott & White’s permanently restricted net assets are primarily restricted for educational and
research purposes. Unless explicitly restricted by donors, income from permanently restricted
net assets is recorded as temporarily restricted until appropriated for expenditure.

Revenue and Gains (Losses) in Excess (Deficit) of Expenses and Losses

The combined statement of operations and changes in net assets include revenue and gains
(losses) in excess (deficit) of expenses and losses. Other changes in unrestricted net assets
which are excluded from revenue and gains (losses) in excess (deficit) of expenses and losses,
consistent with industry practice, include unrealized gains on investments other than trading
securities and net assets released from restrictions for capital expenditures.

Income Taxes

Scott & White evaluates its income tax positions in accordance with ASC 740, “Income
Taxes,” regarding accounting for uncertainty in income taxes. ASC 740 prescribes a
recognition threshold and measurement attribute for the financial statement recognition and
measurement of a tax position taken or expected to be taken in a tax return. There are no
material uncertain income tax positions as of June 30, 2014.

Insurance

Scott & White self-insures a large amount of its professional liability (malpractice) risk and
general liability through its wholly-owned captive Scott & White Assurance, Ltd. (SWAL).
However Scott & White does retain a claims-made captive reinsurance program for claims
exceeding $7,000,000 individually or $35,000,000 in aggregate. In accordance with policy,
Scott & White will pay the first $7,000,000 of an individual claim, and no more than an
aggregate total of $35,000,000 on all claims in a given year. Insurance policies are current
through July 1, 2014. In addition, SWAL provides excess re-insurance coverage to Scott &
White in the amount of $100,000,000. The excess liability policies are reinsured 100% by
ACE American Insurance Company and various other reinsurers.

Reserves for Losses and Loss Adjustment Expenses

The reserve for losses and loss adjustment expenses are based on management’s best estimate
of the ultimate liability for outstanding losses and loss adjustment expenses determined in
comparison with historical and industry loss statistics. Management uses case basis
evaluations and actuarial analysis to develop their best estimate. Management believes that
the reserves for losses and loss adjustment expenses are adequate. However, because of the
extended period of time over which losses are settled and the general uncertainty surrounding
the estimates, the ultimate settlement cost of the losses and the related loss adjustment
expenses could vary and these differences could be material. The estimate is continuously
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reviewed and, as adjustments to the liability become necessary, they are reflected in current
operations.

Liabilities for outstanding claims, including estimates for claims incurred but not reported, as
well as reported claims pending settlement, are actuarially determined and discounted using
an interest rate of 2.0% in 2014. Total undiscounted reserves for losses and loss adjustment
expenses were approximately $28,589,000 at June 30, 2014. Discounted reserves for losses
and loss adjustment expenses including a risk margin at an approximate seventy percent
confidence level were approximately $29,319,000 at June 30, 2014.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and reported amounts of revenue and
expenses during the reporting period. Actual results could differ from those estimates.

3. FAIR VALUES OF FINANCIAL INSTRUMENTS

Fair value is defined as the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date (an exit
price). ASC 820, “Fair Value Measurement,” establishes a fair value hierarchy that prioritizes
the inputs used to measure fair value. A financial instrument’s categorization within the
valuation hierarchy is based upon the lowest level of input that is significant to the fair value
measurement. The three levels of the fair value hierarchy defined by ASC 820 are listed
below in order of priority:

Level 1 — Fair value is based on unadjusted quoted prices for identical assets or liabilities
in an active market that the reporting entity has the ability to access at the measurement
date.

Level 2 — Fair value is based on quoted prices in markets that are not active, quoted prices
for similar assets and liabilities in active markets, and inputs that are observable for the
asset or liability, either directly or indirectly, for substantially the full term of the asset or
liability.

Level 3 — Fair value is based on prices or valuation techniques that require inputs which
are both significant to the fair value measurements and unobservable. These inputs reflect
management’s judgment about the assumptions that a market participant would use in
pricing the investment and are based on the best available information, some of which
may be internally developed.

-16 -




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

Scott & White estimates the values of its U.S. government agency securities, certain corporate
fixed income securities, collateralized debt obligations, and interest rate swap agreements
using Level 2 inputs. These investments are valued primarily using a market approach using
inputs such as evaluated bid prices provided by third-party pricing services when quoted
market values are not available. Interest rate swaps are valued using an income approach that
utilizes present value techniques which are affected by inputs such as interest rate curves and
credit rating.

THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK

-17-




SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements — continued

The following table sets forth below, by level, the financial assets and liabilities measured at
fair value on a recurring basis at June 30, 2014 (in thousands).

June 30, 2014

Total Level 1 Level 2 Level 3

Assets:
Cash and cash equivalents

Cash $ 130,593 § 130,593 $ - 3 -

Money market funds 12.682 12.682 - -
Total cash and cash equivalents 143.275 143,275 - -
Short-term investments

Mutual funds 1,489 1,489 - -

CD’s 400 400 - -

Fixed income securities 16,052 - 16,052 -

U.S. government securities 5,336 760 4.576 -
Total short-term investments 23,277 2.649 20.628 -
Unrestricted long-term investments

Cash 37,874 37,874 - -

Mutual funds 132,572 132,572 - -

Equity securities 102,560 102,489 71 -

Fixed income securities 84,983 - 84,983 -

U.S. government securities 63,621 3,967 59,654 -

Mortgage-backed securities 9,866 - 9,866 -

Hedge fund/diversifiers alternative

investments 40,947 - 25,077 15,870

Private equity alternative investments 15,007 - - 15,007

Municipal bonds 120 - 120 -

Other 4.350 - 4.135 215
Total unrestricted long-term

investments 491,900 276,902 183.906 31.092
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Assets (continued):
Restricted long-term investments
Cash
Mutual funds
Equity securities
Fixed income securities
U.S. government securities
Mortgage-backed securities
Hedge fund/diversifiers alternative
investments

Private equity alternative investments

Municipal bonds
Split-interest agreements
Real estate

Cash surrender value of life insurance

Other
Total restricted long-term investments

Assets whose use is limited
Cash
Mutual funds
Fixed income securities
U.S. governments securities
Mortgage-backed securities
Other

Total assets whose use is limited

Total assets at fair value

Liabilities:
Interest rate swap agreements, net of
collateral

Total liabilities at fair value

June 30,2014

Total Level 1 Level 2 Level 3
$ 17,793 $ 17,793 §$ - $ -
37,326 37,326 - -
23,243 23,134 109 -
28,381 17 28,364 -
4,407 1,125 3,282 -
1,899 - 1,899 -
5,862 - 5,053 809
662 - - 662
82 - 82 -
5,426 - 5,426 .
313 - - 313
22 - - 22
968 - 968 -
126,384 79.395 45.183 1.806
48,354 48,354 - -
38,810 38,810 - -
20,867 6,661 14,206 -
23,134 - 23,134 -
4,893 - 4,893 -
199 - 199 -
136,257 93,825 42.432 -
$ 921,003 §$ 596,046 §$ 292,149 § 32,898
$ 109.003 $ - $ 109.003 §$ -
$ 109003 $§ - § 109003 § -
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The following table is a roll forward of the combined balance sheet amounts for financial
instruments classified by Scott & White within Level 3 of the valuation hierarchy defined
above for the ten months ended June 30, 2014 (in thousands):

June 30, 2014

Private Hedge

Equity Funds Other Total
Balance, beginning of period $ 13,211 § 14,050 $ 550 $ 27,811
Realized losses (494) - - (494)
Unrealized gains, net 3,506 2,629 - 6,135
Purchases 2,352 - - 2,352
Settlements (2.906) - - (2.906)
Balance, end of period $ 15669 § 16679 $ 550 $ 32,898

The above beginning of period balance includes a correction, not material to the financial
statements, of approximately $27,811,000 that was previously excluded from the fair value
table at August 31, 2013.

At June 30, 2014, alternative investments recorded at net asset value consisted of the

following (in thousands):
June 30,2014
Redemption
Unfunded Frequency (If Redemption
Fair Value Commitments Currently Eligible) Notice Period

Equity long/short investments ® $ 30,131 $ - monthly/quarterly  60-90 days
Event driven investments ® 16,678 - annual 30-90 days
Private equity funds © 15.669 5,080
Total 3 62478 3 5,080

a) Equity long/short strategy involves managers buying long equities that are expected to
increase in value and selling short equities that are expected to decrease in value.
Typically, equity long/short investing is based on stock by stock fundamental analysis of
the individual companies, in which investments are made. There may also be an overall
analysis of the risks and opportunities offered by industries, sectors, countries, and the
macroeconomic situation. Long/short covers a wide variety of strategies. There are
generalists, and managers who focus on certain industries and sectors or certain regions.
Managers may specialize in a category - for example, large cap or small cap, value or
growth. There are many trading styles, with frequent or dynamic traders and some longer-
term investors. Returns are generally more correlated with the direction of the equity
markets, although reduction in market risk exposure through shorting is expected to
enhance the absolute and risk-adjusted returns relative to the overall performance of the
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asset class. The fair values of the investments in this class have been estimated using the
net asset value per share of the funds.

b) Event-driven investing is a strategy which seeks to exploit pricing inefficiencies that may
occur before or after a corporate event, such as an earnings call, bankruptcy, merger,
acquisition, or spinoff. Returns are less correlated with the general direction of market
movements primarily due to the idiosyncratic nature of individual events. Several
investment managers include quarterly % redemption limits. The fair values of the
investments in this class have been estimated using the net asset value per share of the
funds.

¢) This class currently includes two unique private equity limited partnerships that each
invest in a variety of mostly private companies. These investments have a drawdown
structure where a portion of commitments (which are made upon entering the partnership)
are called gradually over the first 3-6 years of the partnership’s life. It is expected that
most of the unfunded commitments should be called within the next 6 years. These
partnerships are illiquid and therefore do not have a redemption feature. Instead, the
nature of the investments in this class is that distributions are received as the investment in
the underlying companies are sold. It is estimated that the current underlying assets of
these partnerships should be liquidated within the next 10 years. The investments are
valued based on each partnership’s valuation policy which is then subject to annual third
party financial audits. Financial audits are available approximately 90 days following
year end. Therefore, the valuation at year end reflects the latest reported manager
valuation with adjustments for new capital calls and distributions.

Long-Term Debt

Scott & White’s long-term debt obligations, excluding capital leases, are reported in the
accompanying combined balance sheets at carrying value which totaled approximately
$1,109,475,000 at June 30, 2014. The fair value of these obligations is estimated based
primarily on quoted market prices for related bonds and is therefore classified as Level 2. The
fair value of Scott & White’s long-term debt obligations, excluding capital leases totaled
approximately $1,177,417, 000 at June 30, 2014.

4. ENDOWMENTS

Scott & White’s endowments consist of donor-restricted and board-designated endowment
funds for a variety of purposes. The net assets associated with endowment funds are
classified and reported based on the existence or absence of donor imposed restrictions.
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Scott & White has interpreted the Texas enacted version of the Uniform Prudent Management
of Institutional Funds Act (UPMIFA) as requiring the preservation of the fair value of the
original gift as of the gift date of the donor-restricted endowment funds absent explicit donor
stipulations to the contrary. As a result of this interpretation, Scott & White classifies as
permanently restricted net assets (a) the original value of gifts donated to the permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and
(c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund. The
remaining portion of the donor-restricted endowment fund that is not classified in
permanently restricted net assets is classified as temporarily restricted net assets until those
amounts are appropriated for expenditure by Scott & White in a manner consistent with the
standard of prudence prescribed by Texas law. In accordance with Texas law, if relevant, the
organization considers the following factors in making a determination to appropriate or
accumulate donor-restricted endowment funds:

(1) The duration and preservation of the endowment fund

(2) The purposes of the institution and the endowment fund

(3) General economic conditions

(4) The possible effect of inflation and deflation

(5) The expected total return from income and the appreciation of investments
(6) Other resources of Scott & White and

(7) The investment policy of Scott & White.

Endowment net asset composition by type of funds as of June 30, 2014, is as follows

(in thousands):
Temporarily Permanently

Unrestricted Restricted Restricted Total
Board-designated endowment $ 57,941 $ - $ - $ 57941
Donor-restricted endowment - 18.496 34.639 53,135
Total endowment funds $ 57,941 $ 18,496 $ 34639 $ 111,076

THE REMAINDER OF THIS PAGE WAS INTENTIONALLY LEFT BLANK
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The change in endowment net assets for the ten months ended June 30, 2014, is as follows

(in thousands):
Temporarily Permanently

Unrestricted Restricted Restricted Total

Endowment net assets, beginning

of period $ 47,893 $ 11,397 $ 36,592 $ 95,882
Investment income 3,426 2,847 - 6,273
Net appreciation 3,822 4,422 - 8,244
Contributions to endowment 662 - 13 675
Appropriated for expenditure (1,027) (643) ) (1,671)
Other 3.165 473 (1.965) 1,673

Endowment net assets, end of period $ 57,941 § 18,496 § 34639 §$111,076

Permanently Restricted Net Assets

The portion of perpetual endowment funds that is required to be retained permanently either
by explicit donor stipulation or by UPMIFA as of June 30, 2014 is as follows (in thousands):

Patient care $ 967
Education 10,985
Research 21,660
Other 1,027
Total endowment assets classified as permanently

restricted net assets $ 34,639

Return Objectives and Risk Parameters

Scott & White has adopted investment and spending policies for endowment assets that
attempt to provide a predictable stream of funding to programs supported by its endowment
while seeking to maintain the purchasing power of the endowment assets. Endowment assets
include donor-restricted assets that Scott & White must hold in perpetuity or for a donor-
specified period as well as board-designated funds. Under this policy, as approved by the
Board of Trustees, the endowment assets are invested among various asset classes to produce
investment returns that exceed the price and yield results of the respective benchmark asset
classes and peer groups while assuming a moderate level of investment risk. Actual returns in
any given year vary.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate-of-return objectives, Scott & White relies on a total return
strategy in which investment returns are achieved through both capital appreciation (realized
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and unrealized) and current yield (interest and dividends). Scott & White oversees its
investment portfolio through an Investment Committee of BSWH, and uses the
recommendations of an independent investment consultant to manage the funds within the
portfolio and review asset allocations.

Relationship of Endowment Spending Policies to Investment Objectives

The appropriation for expenditure in any year will not exceed BSWH’s approved
appropriation and spending rate. BSWH’s approved appropriation and spending rate takes into
account Scott & White’s historical long-term rate of return on investments and Scott &
White’s policy of acting to preserve the purchasing power of the endowment fund. As such,
BSWH’s Board of Trustees has resolved that each fiscal year the lesser of 75% of an
endowment fund’s investment return or 5% of the invested fund balance of an endowment
fund (as of the end of the previous fiscal year) may be appropriated for expenditure.

In establishing this policy, BSWH considered the long-term expected return on its
endowment. Accordingly, over the long term, BSWH expects the current spending policy to
allow its endowment to grow at a rate comparable to annual inflation. This is consistent with
BSWH’s objective to maintain the purchasing power of the endowment assets.

5. LONG-TERM DEBT AND CAPITAL LEASE OBLIGATIONS

Long-term debt and capital lease obligations as of June 30, 2014 consist of the following (in
thousands):

Series 2013A Revenue Bonds -
Interest at 4.84%, payable semi-annually; principal payable
through 2043 § 176,690

Series 2013B Revenue Bonds -
Variable rate interest payable monthly (0.71% at June 30, 2014);
principal payable annually through 2045 81,680

Series 2013C Revenue Bonds -
Variable rate interest payable monthly (0.92% at June 30, 2014);
principal payable annually through 2046 94,395

Series 2010 Revenue Bonds -
Interest at 5.29%, payable semi-annually; principal payable
through 2045 339,215

Series 2008-1 Revenue Bonds -
Variable rate interest payable monthly (0.08% at June 30, 2014);
principal payable 2030 through 2041 85,775
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Series 2008 A Revenue Bonds -

Interest at 5.32%, payable semi-annually; principal payable annually
through 2031 $ 148,770

Tax-Exempt Note Payable - variable rate interest (1.25% at
June 30, 2014); principal payable annually through 2017 56,225

Note Payable - variable rate interest payable monthly
(1.25% at June 30, 2014); principal payable annually;

matures 2017 46,000
Interim financing and lines of credit 78,080
Capital lease and other obligations 13.608

1,120,438

Net unamortized original issue premium 19,797
Current maturities (93.489)
$ 1,046,746

On February 21, 2014, BHCS and SWH completed the substitution of each of their existing
master trust indentures (the “Old MTIs”) with a new Master Indenture of Trust and Security
Agreement, dated February 1, 2014 (the “New MTI”), among BHCS, SWH, and other
affiliates from time to time obligated thereunder, and the Bank of New York Mellon Trust
Company, National Association, which secures all outstanding notes previously issued by
BHCS and SWH under the Old MTIs. At the time of its execution and delivery the New MTI
formed a single obligated credit group consisting of the following entities as Obligated
Affiliates: BHCS, SWH, the Baylor University Medical Center (BUMC), a Texas nonprofit
corporation, Baylor All Saints Medical Center, a Texas nonprofit corporation, Baylor
Regional Medical Center at Grapevine, a Texas nonprofit corporation, Waxahachie, Baylor
Regional Medical Center at Plano, a Texas nonprofit corporation, Scott & White Memorial
Hospital, a Texas nonprofit corporation (SWMH), Scott & White Clinic, a Texas nonprofit
corporation, Scott & White Hospital - Round Rock, a Texas nonprofit corporation, Scott &
White Continuing Care Hospital, a Texas nonprofit corporation, and Hillcrest, a Texas
nonprofit corporation.

Effective April 1, 2014, BSW Holdings was admitted as an Obligated Affiliate under the New
MTI. In addition, effective April 8, 2014, BSW Holdings was appointed as the Combined
Group Representative under the New MT]I, replacing SWH in that role.

In March 2013, SWH issued Series 2013A Revenue Bonds with an aggregate principal of
$176,690,000. Simultaneous to the issuance of its Series 2013A bonds, SWH issued
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Series 2013B Revenue Bonds. The Series 2013B bonds were issued as direct placement
variable rate bonds. Proceeds of the Series 2013B bonds along with the majority of
proceeds for the Series 2013A bonds were used to advance refund Series 2006 FHA
Revenue Bonds. The remaining portion of the Series 2013A bonds were used to fund
development and construction costs of various expansion and construction projects.

In March 2013, SWH issued the Series 2013C Revenue Bonds to refinance the Series
2008-2 bonds. Series 2013C bonds were issued as direct placement variable rate bonds.

In June 2010, SWH issued Series 2010 Revenue Bonds with a total par amount of
$345,775,000. The majority of the proceeds are being used to fund development and
construction costs of various expansion and construction projects.

In June 2008, SWH issued $236,395,000 of variable rate demand bonds in three subseries. In
October 2010, the Series 2008-3 bonds were refunded with a tax-exempt note in the amount of
$56,225,000. In March 2013, the Series 2008-2 bonds were refunded with the Series 2013C
bonds. The direct-pay letters of credit associated with the Series 2008-2 and 2008-3 bonds
were terminated at the time of the 2013 refunding. The irrevocable direct-pay letter of
credit associated with the Series 2008-1 bonds was replaced in April 2011 and is scheduled
to expire on April 11, 2015.

In August 2008, SWH issued the Series 2008A Revenue Bonds with a total par amount of
$172,425,000. Proceeds were used to advance refund the outstanding principal of the Series
2000B and Series 2001 Revenue Bonds and pay costs of issuance of the Series 2008A
Revenue Bonds.

The maturities of Scott & White’s long-term debt and capital lease obligations as of June 30,
2014, are shown below (in thousands):

Capital Lease

Long-Term Debt Obligations Total

2015 $ 90,183 $ 3,548 $ 93,731
2016 15,247 5,987 21,234
2017 15,597 1,801 17,398
2018 72,585 - 72,585
2019 52,960 - 52,960
Thereafter 862.903 - 862,903
1,109,475 11,336 1,120,811
Less imputed interest - (373) (373)
$ 1,109,475 $ 10,963 31,120,438
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patients, third-party payors, and others for services rendered, including estimated contractual
adjustments under reimbursement agreements with third-party payors.

Contractual adjustments are accrued on an estimated basis in the period the related services
are rendered and adjusted in future periods as final settlements are determined. These
contractual adjustments are related to the Medicare and Medicaid programs and managed care
contracts. Scott & White offers a 25% discount to uninsured patients and an additional 25%
discount for prompt payment.

Net patient care revenue from the Medicare and Medicaid programs accounted for
approximately 41% of total net patient care revenue for the ten months ended June 30, 2014.
Net patient care revenue from managed care contracts accounted for approximately 41% of
total net patient care revenue for the ten months ended June 30, 2014. Net patient care
revenue from other payors accounted for approximately 18% of total net patient care revenue
for the ten months ended June 30, 2014.

Laws and regulations governing the Medicare and Medicaid programs are extremely complex
and are subject to interpretation. Federal regulations require the submission of annual cost
reports covering medical costs and expenses associated with services provided to program
beneficiaries. Medicare and Medicaid cost report settlements are estimated in the period
services are provided to beneficiaries. As a result, there is at least a reasonable possibility that
recorded estimates will change by a material amount in the near term. For the ten months
ended June 30, 2014, patient service and premium revenue increased approximately
$13,876,000, due to changes in allowances previously estimated as a result of the final
settlements for years that are no longer subject to audits, reviews, or investigations. Scott &
White believes that it is in compliance with all applicable Medicare and Medicaid laws and
regulations and is not aware of any pending or threatened investigations involving allegations
of potential wrongdoing.

During the ten months ended June 30, 2014, SWH and certain other Scott & White hospitals
individually participated in the Section 1115 Demonstration entitled “Texas Healthcare
Transformation and Quality Improvement Program" (Waiver Program). Scott & White
hospitals participated in the Waiver Program through certain indigent care affiliation
agreements, the Bell County Health Collaborative, Williamson County and Cities Heath
District, Coryell County Memorial Hospital Authority, Washington County, Llano County
and Llano Hospital Authority. SWH, on behalf of Scott & White Memorial Hospital is a
party to the Bell County Health Collaborative Affiliation. Hillcrest Baptist Medical Center is
a party to the Coryell County Memorial Hospital Authority Affiliation.

During the ten months ended 2014, certain Scott & White hospitals participated in the
Medicaid Section 1115 waiver program entitled “Texas Healthcare Transformation and
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Quality Improvement Program” (Waiver Program). The Waiver Program provides for two
pools of Medicaid supplemental funding (an uncompensated care pool and a delivery system
reform incentive pool).

SWH, on behalf of Scott & White Memorial Hospital, is a party to the Bell County Healthcare
Collaborative and under this agreement participates in the Waiver Program.

Hillcrest Baptist Medical Center is a party to the McLennan Area Clinical Services Affiliation
and under this agreement participates in the Waiver Program.

Round Rock Hospital is a party to the Williamson County and Cities Services Affiliation and
under this agreement participates in the Waiver Program.

Brenham Hospital is a party to the Washington County Affiliation and under this agreement
participates in the Waiver Program.

As recipients of Waiver Program payments, these Scott & White hospitals are subject to
extensive federal and state laws, regulations, conditions of participation, and certification
requirements.

For the ten months ended 2014, Scott & White hospitals received Waiver Program payments
totaling approximately $15,301,000, which amount is recognized as net patient care revenue.
Any anticipated additional amounts are recorded as other receivables in the accompanying
balance sheet.

Scott & White hospitals also voluntarily participate in nonprofit corporations (established by
the Scott & White hospitals and other private hospitals) to provide professional services to
indigent and other needy patients under certain services agreements, with compensation set in
advance, consistent with fair market value, and commercially reasonable for the services
performed. For the ten months ended June 30, 2014, Scott & White hospitals provided
approximately $4,958,000 to the nonprofit corporations for services performed under the
various services agreements, which amount is recorded as other operating expenses in the
combined statement of operations and changes in net assets.

In a letter dated September 30, 2014 to the Texas Health and Human Services Commission
(“THHSC”), the Centers for Medicare & Medicaid Services (“CMS”) announced that 1t is
deferring the federal share (Federal Financial Participation (“FFP”)) of Waiver Program
uncompensated care payments to hospitals that are parties to indigent care affiliation
agreements in certain counties. While Scott & White Hospital — Llano and Scott & White
Hospital — Round Rock were included in CMS’s original deferral list of private hospitals,
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THHSC reports that these hospitals were erroneously included and have been removed from
the deferral list. CMS reserves the right to include other hospitals and affiliation agreements
in the deferral process.

8. CHARITY CARE

Scott & White provides care for patients who lack financial resources and are deemed
medically or financially indigent. Because Scott & White does not pursue collection of
amounts determined to qualify as charity care, these amounts have been removed from net
patient care revenue as described in Note 7. The charges related to this care along with
estimates for possible future charity care write-offs related to current accounts receivable
totaled approximately $197,877,000. The estimated direct and indirect cost of providing these
services, calculated using the ratio of patient care cost to gross patient charges, was
approximately $49,330,000 for the ten months ended June 30, 2014. In addition, Scott &
White provides services through government-sponsored indigent health care programs (such
as Medicaid) to other indigent patients.

Scott & White also commits time and resources to endeavors and critical services which meet
otherwise unfilled community needs. Many of these activities are entered into with the
understanding that they will not be self-supporting or financially viable. The expenditures for
medical research activities and direct medical education are reported in Note 10.

9. EMPLOYEE BENEFIT PLANS
Defined Contribution Plans

Scott & White provides defined contribution plans to eligible employees. There are three
types of primary contributions to these plans: employer automatic contributions, employee
contributions, and employer matching contributions. Employer automatic contributions are
based on a percentage of each participant’s compensation and can vary based on years of
service.

Employer matching contributions are based on each participant’s contribution to his or her
plan account each payroll period. Scott & White’s contribution expense to its defined
contribution plans was approximately $47,728,000 for the ten months ended June 30, 2014.

Defined Benefit Plans

Scott & White has two defined benefit retirement plans at June 30, 2014. These two defined
benefit retirement plans are collectively referred to herein as the Pension Plans. The Pension
Plans were frozen as of March 31, 2009 and June 30, 2010. Benefits under the Pension Plans
are based on each employee’s years of service and compensation computed as of the date the
Pension Plans were frozen.
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ASC 715, “Compensation — Retirement Benefits, “ requires Scott & White to recognize the
funded status (i.e., the difference between the fair value of plan assets and the benefit
obligation) of its defined benefit pension and other postretirement benefit plans in the
accompanying combined balance sheet with a corresponding adjustment to unrestricted net
assets. The net unrecognized actuarial losses and unrecognized prior service benefits are
recognized as a component of future net periodic cost pursuant to Scott & White’s policy for
amortizing such amounts. Further, actuarial gains and losses that arise in subsequent periods
and are not recognized as net periodic pension cost in the same periods are recognized as
other changes in unrestricted net assets. Those amounts are recognized as a component of net
periodic cost.

The following table sets forth the benefit obligations, plan assets, and funded status of the
Pension Plans at June 30, 2014 (in thousands):

Fair value of plan assets $ 48,830
Benefit obligation (56.298)
Unfunded benefit obligation § (7,468)

Other Postretirement Benefits

Certain Scott & White employees participate in Scott & White’s medical postretirement
benefit plan. This plan provides medical and dental benefits to retirees who meet specific
eligibility requirements upon retirement. The plan is unfunded and requires covered retirees to
contribute a portion of the cost of benefits based on age at retirement and years of service.
Scott & White uses an incremental cost approach in estimating the annual accrued cost related
to the postretirement benefit plan, which is based on estimates by independent actuaries. Such
an approach is considered appropriate since substantially all of the health care benefits are
provided by Scott & White to retirees, using SWHP to manage the care provided.

The Medicare Prescription Drug, Improvement, and Modernization Act of 2003 introduced a
prescription drug benefit under Medicare (Medicare Part D), as well as a federal subsidy to
sponsors of retiree health care benefit plans that provide a benefit that is at least actuarially
equivalent to Medicare Part D. Scott & White has not made the determination that the
prescription drug benefit provided by its medical postretirement benefit plan is actuarially
equivalent to the benefit provided by Medicare Part D. Therefore, the measures of the
accumulated benefit obligation or net periodic benefit cost do not reflect any amounts
associated with the federal subsidy.
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SCOTT & WHITE HEALTHCARE
Notes to Combined Financial Statements - continued
The following section sets forth a reconciliation of benefit obligations, plan assets, and

balance sheet position for the postretirement benefit obligation as of June 30, 2014
(in thousands):

Fair value of plan assets $ -
Benefit obligation (12,306)
Unfunded benefit obligation $ (12,306)

10. FUNCTIONAL EXPENSES

Scott & White provides general health care services to residents within its geographic area.
Expenses related to providing these services are as follows for the ten months ended June 30,
2014 (in thousands):

Patient care $ 1,433,935
Education 34,927
Research 12,101
General and administrative 180,974
Health insurance operations 310,491
Other 10,809

3 1,983,237

11. COMMITMENTS AND CONTINGENCIES

Scott & White leases equipment and property space under operating leases. These payments
are due monthly through June 2029. Rent expense included in other operating expense totaled
approximately $43,953,000 for the ten months ended June 30, 2014.

Future minimum lease commitments under operating leases that have initial or remaining
lease terms in excess of one year are as follows as of June 30, 2014 (in thousands):

2015 $ 41,951
2016 36,133
2017 29,794
2018 26,562
2019 23,708
Thereafter 144,300

$ 302,448
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SCOTT & WHITE HEALTHCARE

Notes to Combined Financial Statements - continued

The healthcare industry is subject to numerous laws and regulations of federal, state, and local
governments. These laws and regulations include, but are not necessarily limited to, matters
such as licensure, accreditation, government healthcare program participation requirements,
reimbursement for patient services, physician ownership and self-referral, and Medicare and
Medicaid fraud and abuse. Government activity has continued with respect to investigations
and allegations concerning possible violations of fraud and abuse statues and regulations by
healthcare providers. Violations of these laws and regulations could result in expulsion from
government healthcare programs together with the imposition of significant fines and
penalties, as well as significant repayments for patient services previously billed.

Management believes that Scott & White is in compliance with applicable fraud and abuse
laws and regulations as well as other applicable federal and state laws and regulations.

12. SUBSEQUENT EVENTS
Baylor Scott & White Assurance SPC

On July 1, 2014, (i) Health Care Insurance Company of Texas, Ltd. (HCICT), a Cayman
Islands company whose sole shareholder was BHCS, merged into Scott & White Assurance
Ltd. (SWAL), a Cayman Islands company whose sole shareholder was acting by and through
its Board of Trustees and in connection with such merger, the shares of HCICT held by BHCS
were cancelled; (ii) following which SWAL was re-registered as a Cayman Islands segregated
portfolio company and changed its name to Baylor Scott & White Assurance SPC (BSWA);
(iii) following which SWMH distributed the shares of BSWA held by it to its sole member
SWH, following which SWH distributed such shares to its sole member BSW Holdings,
following which BSW Holdings contributed such shares to BHCS, following which BHCS
contributed such shares to BUMC which, as a result of such transactions, became the sole
shareholder of BSWA.

Interest Rate Swaps

Effective July 30, 2014, BSWH consolidated its separate International Swaps and Derivatives
Association (ISDA) agreements with Goldman Sachs Bank USA (Goldman) and related swap
portfolios at BHCS and SWH under a single BSWH ISDA. This required the negotiation and
development of a new BSWH ISDA and the subsequent novations of each of the Goldman
swaps under the legacy BHCS and SWH ISDA’s to the new BSWH ISDA with an aggregate
notional amount of $250,155,000.

Effective August 29, 2014, SWH novated a portion (cash flows through August 15, 2022) of
two swaps with JP Morgan to Wells Fargo. The residual remaining cash flows (from
September 15, 2022 through August 15, 2045) remain at JP Morgan.
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SCOTT & WHITE HEALTHCARE
Notes to Combined Financial Statements - continued
Effective October 23, 2014, BHCS novated the two SWH swaps with Wells Fargo (originally
novated from JP Morgan to Wells Fargo on August 29, 2014) from the SWH ISDA to the
BHCS ISDA. Concurrent with this novation, the Wells Fargo collateral thresholds under the

BHCS CSA were increased to accommodate the novated swaps.

Management has evaluated subsequent events through November 12, 2014, the date the
financial statements were available to be issued.
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Report of Independent Auditors
on Accompanying Combining Information

To The Board of Trustees
Baylor Scott & White Holdings:

We have audited the combined financial statements of Scott & White Health and its affiliates, which
comprise the combined balance sheet as of June 30, 2014, and the related combined statements of
operations and changes in net assets, and of cash flows for the period from September 1, 2013 to June 30,
2014 and our report thereon appears on page one of this document. That audit was conducted for the
purpose of forming an opinion on the combined financial statements taken as a whole. The supplementary
combining information is the responsibility of management and was derived from and relates directly to
the underlying accounting and other records used to prepare the combined financial statements. The
supplementary combining information has been subjected to the auditing procedures applied in the audit
of the financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves and other additional procedures, in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the supplementary
combining information is fairly stated, in all material respects, in relation to the combined financial
statements taken as a whole. The supplementary combining information is presented for purposes of
additional analysis of the combined financial statements rather than to present the financial position,
results of operations and cash flows of the individual companies and is not a required part of the combined
financial statements. Accordingly, we do not express an opinion on the financial position, results of
operations and cash flows of the individual companies.

The accompanying other community benefits information is presented for purposes of additional analysis
and is not a required part of the basic combined financial statements. Such information has not been

compiled, reviewed, or audited by us and, accordingly we do not express an opinion or provide any
assurance on it.

Prtumatishbuds Cospos 3 L7

November 12, 2014

PricewaterhouseCoopers LLP, 2001 Ross Avenue, Suite 1800, Dallas, TX 75201
T: (214) 999 1400, F: (813)754 7991, www.pwc.com/us




Supplementary Information
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SCOTT & WHITE HEALTHCARE

OTHER COMMUNITY BENEFITS - UNAUDITED

Nonprofit hospitals are required to report community benefits under the requirements of
Texas Health and Safety Code Chapter 311. For Texas state law purposes, unaudited
community benefits include the unreimbursed cost of charity care; the unreimbursed cost of
government-sponsored indigent health care (i.e., Medicaid); the unreimbursed cost of
government-sponsored health care (i.e., Medicare), medical education, and other community
benefits and services. The amount of community benefits reportable for Texas state law
purposes by all Scott & White nonprofit hospitals totaled approximately $141,118,000 for the
ten months ended June 30, 2014.
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SCOTT & WHITE HEALTHCARE

Combining Balance Sheets

June 30, 2014
(in thousands)

All Other  Reclassifications Total

SWHP Entities & Eliminations Scott & White
i ASSETS
i CURRENT ASSETS:
| Cash and cash equivalents $ 36,411 §$ 106,864 $ - $ 143,275
| Short-term investments 12,999 10,278 - 23,277
Accounts receivable:
Patient, net - 187,700 (36,761) 150,939
Premiums 52,798 - - 52,798
Other 18,075 47,599 (2,096) 63,578
Other current assets 10.972 48.686 - 59.658
Total current assets 131.255 401.127 (38.857) 493,525
LONG-TERM INVESTMENTS:
Unrestricted 35,997 455,903 - 491,900
Restricted 2.200 124,184 - 126,384
Total long-term investments 38.197 580,087 - 618.284
ASSETS WHOSE USE IS LIMITED:
Other designated assets - 38,810 - 38,810
Self insurance retention trust - 28,931 - 28,931
Funds held by bond trustee - 68.516 - 68.516
Total assets whose use is limited - 136.257 - 136,257
PROPERTY AND EQUIPMENT, net 17,379 1,123,982 - 1,141,361
CONTRIBUTIONS RECEIVABLE, net - 10,046 - 10,046
INTEREST IN NET ASSETS OF
RELATED FOUNDATIONS - 4,217 - 4,217
OTHER LONG-TERM ASSETS:
Equity investment in unconsolidated
entities 170 44,536 - 44,706
Other 2.617 10.542 - 13,159
Total other long-term assets 2,787 55.078 - 57.865
Total assets § 189618 3$2310794 $ _ (38,857) § 2,461,555

Supplementary consolidating information is presented only for purposes of additional analysis and not
as a presentation of financial position and results of operations of each component of the combined

group.
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SCOTT & WHITE HEALTHCARE

Combining Balance Sheets - continued

June 30, 2014
(in thousands)

All Other  Reclassifications Total
SWHP Entities & Eliminations Scott & White
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:
Current maturities of long-term debt
and capital lease obligations $ 15000 §$ 78,489 $ - $ 93,489
Accounts payable:
Trade accounts payable 9,024 60,588 (2,333) 67,279
Affiliates, net - 6,705 - 6,705
Accrued liabilities:
Payroll related 1,358 38,770 - 40,128
Third-party programs - 13,016 - 13,016
Other 73.465 145.321 (36.524) 182.262
Total current liabilities 98.847 342.889 (38.857) 402.879
LONG-TERM DEBT AND CAPITAL
LEASE OBLIGATIONS,
less current maturities - 1,046,746 - 1,046,746
OTHER LONG-TERM LIABILITIES:
Self insurance and other insurance
liabilities - 28,294 - 28,294
Interest rate swap liability, net - 109,003 - 109,003
Other 7.416 41.087 - 48.503
Total other long-term liabilities 7.416 178.384 - 185,800
Total liabilities 106,263 1.568.019 (38.857) 1,635.425
COMMITMENTS AND
CONTINGENCIES
NET ASSETS:
Unrestricted - attributable to
Scott & White 83,355 615,844 - 699,199
Unrestricted - noncontrolling
interests - nonredeemable - 3.512 - 3,512
Total unrestricted net assets 83.355 619.356 - 702.711
Temporarily restricted - 82,829 - 82,829
Permanently restricted - 40,590 - 40,590
Total net assets 83.355 742.775 - 826.130
Total liabilities and net assets $ 189618 3 2310,7%4 b (38,857) $ 2,461,555

Supplementary consolidating information is presented only for purposes of additional analysis and not as a

presentation of financial position and results of operations of each component of the combined group.
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SCOTT & WHITE HEALTHCARE

Combining Statements of Operations and Changes in Net Assets

For the Ten Months Ended June 30, 2014
(in thousands)

All Other  Reclassifications Total
SWHP Entities & Eliminations Scott & White
OPERATING REVENUE:
Net patient care revenue 3 - $ 1,649,736 $ (253,668) $ 1,396,068
Less patient related bad debt expense - 180.299 - 180,299
Net patient care revenue, net of
patient related bad debt expense - 1,469,437 (253,668) 1,215,769
Premiums revenue 545,153 - - 545,153
Other operating revenue 40,176 99,692 (10,577) 129,291
Net assets released from restrictions
for operations - 9,511 - 9.511
Total operating revenue 585,329 1.578.640 (264.245) 1.899.724
| OPERATING EXPENSE:
Salaries, wages and employee benefits 32,169 1,018,814 (13,493) 1,037,490
Supplies 43,054 253,488 4 296,546
Other operating expenses 47,478 268,244 (12,452) 303,270
Medical claims 451,258 - (253,668) 197,590
Loss on fixed asset sales and
disposals, net - 7,764 - 7,764
Depreciation and amortization 654 98,719 - 99,373
Interest 123 25.717 - 25.840
i Total operating expenses 574.736 1.672.746 (279.609) 1.967.873
INCOME (LOSS) FROM OPERATIONS
BEFORE MERGER COSTS 10,593 (94.106) 15.364 (68.149)
MERGER COSTS - - 15.364 15.364
INCOME (LOSS) FROM OPERATIONS 10,593 (94.106) - (83.513)
NONOPERATING GAINS (LOSSES)
Gains on investments, net 1,219 57,366 - 58,585
Interest rate swap activity - (30,036) - (30,036)
Contributions - 5,429 - 5,429
Equity in losses in unconsolidated
entities - (475) - 475)
Loss from extinguishment of debt - (254) - (254)
Other - 1.497 - 1.497
Total nonoperating gains 1.219 33,527 - 34.746
REVENUE AND GAINS (LOSSES)
IN EXCESS (DEFICIT) OF
EXPENSES AND LOSSES 11,812 (60,579) - (48,767)

Supplementary consolidating information is presented only for purposes of additional analysis and not as a

presentation of financial position and results of operations of each component of the combined group.
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SCOTT & WHITE HEALTHCARE

Combining Statements of Operations and Changes in Net Assets - continued

For the Ten Months Ended June 30, 2014
(in thousands)

All Other  Reclassifications Total

SWHP Entities & Eliminations Scott & White
OTHER CHANGES IN
UNRESTRICTED NET ASSETS:
Unrealized gain on investments, net $ 2,372 § 1,824 $ - $ 4,196
Net assets released from restrictions
for capital expenditures - 24,424 - 24,424
Other - (898) - (898)
INCREASE (DECREASE) IN
UNRESTRICTED NET ASSETS 14,184 (35.229) - (21.045)
CHANGES IN TEMPORARILY
RESTRICTED NET ASSETS:
Contributions - 15,762 - 15,762
Realized investment income, net - 3,976 - 3,976
Unrealized gain on investments, net - 7,318 - 7,318
Change in value of split-interest
agreements - 171 - 171
Net assets released from restrictions
for operations - 9,511) - 9,511)
Net assets released from restrictions
for capital expenditures - (24,424) - (24,424)
Change in net assets of related
foundations - (3,049) - (3,049)
Other - 309 - 309
DECREASE IN TEMPORARILY
RESTRICTED NET ASSETS - (9.448) - (9.448)
CHANGES IN PERMANENTLY
RESTRICTED NET ASSETS:
Contributions - 939 - 939
Change in value of split-interest
agreements - 79 - 79
Change in net assets of related
foundations - 30 - 30
Other - (1.965) - (1.965)
DECREASE IN PERMANENTLY
RESTRICTED NET ASSETS - 917) - (917)
INCREASE (DECREASE) IN NET
ASSETS 14,184 (45,594) - (31,410)
NET ASSETS, beginning of period 69.171 788.369 - 857,540
NET ASSETS, end of period § 83355 § 742,775 3 - b 826,130

Supplementary consolidating information 1s presented only for purposes of additional analysis and not as a
presentation of financial position and results of operations of each component of the combined group.
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