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CHRISTUS Health

Consolidated Balance Sheets

Ansets
Current assets:
Cash and cash equivalents
Short-term mvestments and equity i managed funds
Assets whose use 15 limited or restricted. required for
current liabilities
Patient accounts receivable
Notes and other receivables
Inventories
Other current assets
Total current assets

Assets whose use 1s hmuted or restricted. less current portion
Property and equipment. net of accumulated depreciation

Other assets:
Investments 1n unconsolidated ergamzations
Goodwill and intangible assets, net
Frnance lease rnight-of-use assets
Operating lease right-of-use assets
Benehcial mterest in supporting organizations
Other assets

Total other assets

Total assets

2409-15558-C%

June 30

2024

2023

tIn Thousands)

$ 1,044,665 § 1,151.750
1,061,446 986,190
57,188 56.034
§83.351 776,110
243,140 128.305
159,035 150.096
276,689 278.441
3,725,514 3.526.932
§45.989 977,461
4,182,722 3609836
232941 261.380
211.809 202256
124,089 142.982
198.671 216519
154,57 136.810
446,773 331,573
1.368,874 1.291,520

$ 10,123,099 § 9.405.749




CHRISTUS Health

Consohdated Balance Sheets (continued)

Liabilities and net assets
Current habilitnes:
Accounts payable and accrued expenses

Accrued employee compensation and benehits

Current portion of long-term debt
Current portion of finance lease habilities

Current portion of operating lease labilines
Long-term obligations subject to remarketmg agreements

Total current liabilities

Long-term debt. less current portion
Derrvative financial mstruments
Long-term finance lease habilities
Long-term operating lease habilities

Other long-term obligations — including self-funded habilities,

less current portion
Total liabihties

Net assets:

Net assets without donor restrictions:
Attnibutable to CHRISTUS Health
Attributable to noncontrolling mterest

Total net assets without donor restrictions

Net assets with donor restrictions
Total net assets

Total liabilities and net assets

See accompanyving notes.
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June 30

2024

2023

tIn Thousands)

$ 1,493,931 § 1182277
360,924 315,973
92,799 275.262
13,889 13.573
39,104 32,015

— 63805
2,000,647 1,902,905
2,369,994 1.779.147
34,730 47 153
137,748 160,503
186.799 186.195
379,538 312,436
5,109,456 4.388.339
4.603,511 4.271.408
137,030 497,006
4,740,541 4,768 414
273,102 248,996
5,013,643 5,017,410

$10,123,099 §

9.405.749

]



CHRISTUS Health

Consolidated Statements of Operations and Changes 1n Net Assets

Revenues
Net patient service revenue
Premium revenue
Otther revenue

Total revenues

Expenses:
Employee compensation and benefits
Services and other
Supplies
Depreciation and amortization
Interest

Total expenses

Operating inconme
Nonoperating investment gains, net

Other nonoperating (losses) gams. net
Revenues m excess of expenses

Less revenues in excess of expenses attributable to

noncontrolling interests

Revenues n excess of expenses attributable o

CHRISTUS Health
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Year Ended June 30

2024

2023

tIn Thousands)

$ 7,574353 $§ G801,035

496,275 419.673
781,061 393,505
8,851,689 7.814.213
3,928,982 3538282
2,688,961 2,217.422
1,523,434 1,349,027
335,411 313.258
105.884 71723
8,582,672 7489712
269,017 324 501
137,260 107,681
(46,147) 23.107
360,130 455289
23,854 46.109
336.276 409180
6



CHRISTUS Health

Consolidated Statements of Operations and Changes in Net Assets (continued)

Net assets without donor restrictions.
Revenues m excess of expenses attnibutable to
CHRISTUS Health
Unrealized gain on other-than-trading investments
Change in pension assets
Foreign curmrency translation adjustment
Change i net assets trom purchase of noncontrolling
mterest
Other activities, net. includmg net assets released from
restrictions for capital
Changes attributable to CHRISTUS Health

Revenues m excess of expenses attributable o
noncontrolling interests
Distributions
Acquisttions and sales of noncontrolling interests. net
Foreign curmrency translation adjustment
Other activities, net
Changes attributable to noncontrolling mterests

Net assets with donor restrictions:
Net change n beneficial interest in supporting organizations
Centributions
Unrealized gam on mvestments
Other activities, net. includmg net assets released from
restrictions
Changes 1t net assets with doner restrictions
Change tn net assets
Net assets — beginning of fiscal year

Net assets — end of fiscal year

See accompanving nores.

2409-15558-C%

Year Ended June 30

2024

2023

tIn Thousands)

§ 336276 $  409.180
11,315 11,300
51,474 3.898

(39,508) 63.651
(17.486) -
(9,968) (8.844)
332,103 479.185
23.854 46.109
(13,504) (15,489)
(365,386) 1.590
(4,953) 11.259
13 6310
(359.976) 49779
15,496 17.849
15,013 16.576
296 2,988
(6.699) (5.650)
24,106 31,763
(3,767) 560.727
5017410 4.456.683

$ 5,013,643 § 5.017410




CHRISTUS Health

Consolidated Statements of Cash Flows

Operating activities
Change m net assets
Adjustments to reconcile change n net assets 1o net cash
provided by operatmy activities:
Change in beneficial interests
Change m pension assets recognized in net assets
Contnbutions of net assets with donor restrictions
Inherent contribution from business combination
Distributions to, acquisitions, and sale of noncontrolling mterest. net
Equity in earmings of unconsolidated organizations, net of
distnbutions received
Unrealized investment (gain) loss
Depreciation and amortization
Amortization of premiums. discounts, and deferred hinancing costs,
net
Change m derivative fair value
Loss {goin) on disposal and nonmonetary exchange of property,
equipment, and other assets
Foreign currency translation adjustment, net of cash impact
Changes m operating assets and habihities, net of acquisitions:
Increase in net patient accounts receivable
{Increase) decrease m investments and assets whose use 15 hmted
or restricted
tIncrease) decrease m notes and other receivables
Decrease (increase) in other current assels and mventories
Increase n accounts payable. accrued expenses, deferred revenue,
and accrued employee compensation and benefits
Increase in other long-term habilities
Net cash provided by operating activities

Investing activities

Purchases of property and equipment

Proceeds from sale or disposal of property and equipment

Purchases of and contributions to investments m unconsohdated
organizations

Decrease (increase) in other-than-trading mvestments and assets
linted as to use

Increase in other assets

Acquisitions of healthcare entities, net of cash acquired

Net cash used i investing activities

2409-15558-C%

Year Ended June 30

2024

2023

(It Thousands)

(3,767 % 560.727
(15,496) (17.849)
(51,474) (3.50%)
(15,013) (16.576)
(34,078) -
368.818 13.5899
(27,100) (17.023)
(88,782) 12.115
335.411 313.258

(3.293) (2.%94)
(12,423) (25.003)
1.639 (50.672)
74,560 (84.550)
(75, 831) (30.767)
(65.029) 195.719
(96.458) 34,336
23,397 167.617)
246,076 60,129
70,649 101,950
631.806 087,545
(743,610) (773.325)
4,803 5.610
(13,263) (10.316)
142,703 (182.083)
(39,929) (91.306)
(230,150) 145.345)
(879.446)  (1.096.765)

o



CHRISTUS Health

Consolidated Statements of Cash Flows (continued)

Financing activities

Contributions of net assets with donor restrictions
Purchases and sales of noncontrolling interests, net
Proceeds from issuance of new debt

Pavments on long-term debt

Payments on financmy leases

Distributions to noncontrolling interest holders
Net eash (used i) provided by financing activities

Net (decrease) increase in cash, cash equivalents, and restricted cash
Cash. cash equivalents. and restricted cash — beginming of fiscal year
Cash, cash equivalents, and restricted cash — end of fiscal year

Reconciliation of cash, cash equivalents, and restricted cash

Cash and cash equivalents at beginning of fiscal year

Restricted cash included i assets whose use 15 limited or restricted
at beginning of fiscal vear

Cash. cash equivalents, and restneted cash at beginning of fiscal year

Cash and cash equivalents at end of fiscal year

Restricted cash included i assets whose use 15 hmited or restricted
at end of fiscal year

Cash. cash equivalents. and restricted cash at end of fiscal vear

Noncash financing transactions
Notes 1ssued m exchange tor noncontrolling interests in consolidated

organizations

Supplemental disclosure of cash flow information
Cash paid during the year for mterest (net of amount capitalized)

See accompanyving notes.
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Year Ended June 30

2024

2023

(It Thousands)

15.013 § 16.576
(58,368) 1.590
420,567 646,356
(387.890) (67.632)
(14,194) (14.311)
{13,504) (15.489)
(38,376) 567.070
(286,016) 457.850
1.424,835 966,985
LLI38 819 & 1424835
LISL7S6 & RIR.92S
273,079 128060
1424835 S 966,985
144,665 §  1.151.756
94,154 273,079
1138819 § 1424835
377,073 $ —
106,694 § 70.995
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CHRISTUS Health
Notes to Consolhidated Financial Statements

June 30, 2024

1. Mission, Vision, and Organization of CHRISTUS Health

CHRISTUS Health was incorporated as a Texas nonprofit corporation on Decentber 150 1998,
CHRISTUS 1s sponsored by the Congregation of the Sisters of Charity of the Incamate Word of
Houston, Texas, the Congregation of the Sisters of Charity of the Incamate Word of San Antonio.
Texas: and the Cengregation of the Sisters of the Hely Familv of Nazareth. CHRISTUS Health.
together with each athliated entity for which CHRISTUS Health holds. directly or indirectly. at
least a majority membership, ownership, or other controlling interest. is collectively referred to in
these consohdated financial statements as CHRISTUS or the System.

The mission of CHRISTUS is to extend the healing ministry of Jesus Christ. The Gospel values
underlying the mission statement challenge CHRISTUS to make chotces that respond to the
economically disadvantaged and the underserved with healthcare needs. The growth and
development of CHRISTUS are determined by the healthcare needs of the communities that
CHRISTUS serves. its available resources, and the interrelationship of those serving and those
bemg served. Responsible stewardship mandates that CHRISTUS searches out new, effective
means to deliver quality healthcare and to promote wheleness in the human person.

The viston of CHRISTUS 15 to be a leader, a partner, and an advocate in the creation of innovative
health and wellness solutions that improve the lives of mdividuals and communities so that all may
experience God's healing presence and love.

The consolidated tinancial statements reflect the results of operations of CHRISTUS Health and
its affiliated market-based healthcare provider orgamizations and other related enuties and
functions (all of which are. or turther the work of, CHRISTUS ministries). These include, but are
not himited to. hospitals, phvsician groups. ambulatory surgerv centers, diagnostic tmaging
companies, urgent care centers, health plans, integrated communtity health networks, foundations,
protessional oftice buildings, management services orgamzations, a collection agency, self-
msurance trusts, and an offshore captive msurance company.

CHRISTUS entities control or own. directly or indirectly, or manage various nonprofit and
tor-profit corporations and other organtzations that currently operate domestically 1n the states of
Texas, Louisiana, and New Mexico, and mternationally m Grand Cayman. Mexico, Chile, and
Colombia.

CHRISTUS Health and certain attihated nonprofit corporations are generally exempt from federal

mcome taxes under Section 501(a) of the Internal Revenue Code, as orgamzations described
Section SG1(e)3).

2409-135538-C% 10



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

2. Community Health

In accordance with its mission and philosophy. the System comoputs significant resources to
mproving the health of the communities 1t serves, In support of its mussion, the System provides
programs and services for entire communities. with special consuderation for those who are poor
and underserved.

CHRISTUS and vartous hospital participants have elected to provide healtheare services to the
mdigent population both directly to patients as charity services and by providing financial support
to one another for certain community benefit efforts provided throughout the year with the goal
being to reach a previously discussed equitable distribution of the cost of care to the low-income
and needy populations in the communtties they service.

Programs and Services for the Poor and Underserved

These programs amd services represent the financial commitment to serve those who have
madequate resources and/or are uninsured or undeninsured. Services are oftered with the
conviction that healtheare is a basic human rnight and all deserve access. The categortes included
as programs and services for the poor and the underserved are as tollows:

Charine Care — In accordance with the Cathohie Health Association (CHA) gurdelines, charity care
represents the unpaid costs of free or discounted health services provided to persons who cannot
afford to pay and who meet the organization’s critenia tor tinancial assistance. Traditional charity
care 1s defined by the state of Texas as the unreimbursed costs of providing. funding. or otherwise
tinancially supporting the healthcare services provided to a persen classified by the hospital as
financially or medically indigent. CHRISTUS generally considers anyene with income at or below
200", of the federal poverty level as qualityving for charity care. Charity care services provided to
these patients are not reported as revenue on the consolidated statements of operations and changes
m net assets as there 1s no expectation of payment. The amount of raditional chanty care provided,
determined on the basis of cost. estimated using the applicable cost to charge ratios of the hospital
participants was $372.765.000 and $376,336.000 for the hscal vears ended June 30, 2024 and
2023, respectively.

[Unpaid Costs of Medicaid and Other Public Programs for the Indigent — This category represents

the cost of providing services to beneficiaries of public programs, including state Medicaid and
indigent care programs. in excess of anv pavments received from all sources.

2409-135538-C% 11



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

2. Community Health (continued)

Communit: Services for the Poor and Underserved — This category represents the unpaid cost of
services provided for which a patient 1s not billed or tor which a tee has been assessed that recovers
only a portion of the cost of the rendered service. This category includes services to those in need
through community health programs. The programs cover a broad spectrum of services, mcluding
commumity health centers, immunizations for children and semors, Meals on Wheels,
transportation services, home repair projects, and a variety of other social services. These programs
may also seek justice for the vulnerable and work to bring about changes m political and econonmue
systems,

Conununity Services Provided for the Broader Commuminy — This category represents the unpaid
cost of services provided for the benefit of the entire community. The majority of these
expenditures are for graduate medical education programs, either through CHRISTUS-sponsored
or atfiliated programs. Other benefits for the broader community mclude health promotion and
wellness programs, health sereenings. newsletters. and radio or television programs mtended for
health education. These programs are not intended to be financially self-supporting.

Educanon and Research — This category represents the direct costs associated with medical
education and other health protessional educatonal programs in excess of governmental payments.

Other Community Services — This category represents leadership activities. community planning.
and advocacy.

3. Summary of Significant Accounting Policies

Basis of Consolidation

The consohdated financial statements include the accounts of all entities of the System
(see Note 1). All sigmficant intercompany transactions amd accounts have been elinunated
consolidation.

Use of Estimates

The preparation of the accompanying consohdated financial statements in confornmity with United
States generally accepted accounting principles (U.S. GAAP) requires management of the System

to make assumptions, estimates, and judgments that affect the amounts of assets, habilities,
revenues, and expenses reported n the consohdated financial statements, wncluding the notes

2409-15558-C%



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

thereto, and related disclosures of commitments and contingencies, it any, at the date of the
consohidated tinancial statements, Management relies on historical expenience and on other
assumptions believed to be reasonable under the circumstances m making its judgments and
estimates. Actual results could differ materially from these estimates.

Cash Equivalents and Investments

Cash equivalents include short-term, highly hquid investments with ornginal maturities of three
months or less.

The System’s investment portfolio is classified as trading. with unrealized gmins and losses
included in revenues in excess of expenses and cash flows included 1n operating activities. Certain
tnvestments held by the System’s foundations are classified as other than trading, with unrealized
gains and losses included 1in changes 1n net assets and cash flows included 1n investing activities,
Investments tn equity securities and funds with readily determuinable fawr values and all investments
m debt securities are measured at fair value on the consolidated balance sheets. Investments also
include equity investments in managed funds structured as limited liability corperations or
partnerships. Equity investments in managed tunds without readily determinable fair values are
accounted for using net asset value (NAV) as a practical expedient if held within the Svstem’s
foundations or captive insurer, or under the equity method of accounting 1t held by another System
entity. Investment income or loss (ncluding equity investment earmnmgs (losses) on equity
mmvestments in managed tunds. realized and unrealized gans and losses. computed on the average-
cost basts of the security at the time of sale: and interest and divtdends) 1s included in revenues in
excess of expenses. unless the income or loss is restricted by donor or law,

Investment mcome earned on assets held by trustees under bond indenture agreements. assets held
by foundations, assets deposited in trust funds for self-insurance purposes, holdings in healthcare-
related investment tunds. and funds held by insurance subsidiartes in accordance with industry
practices are included in other revenue on the consohdated statements of operations and changes
in net assets.

4
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Derivative Financial Instruments

The System utilizes interest rate swaps to mitigate interest rate exposures. Changes in the fair value
of the System’s interest rate swaps and the expense or income representing the net of the payments
made and recerved under the swap agreements are recorded as a component of nonoperating
mvestment gains (Josses) on the accompanying consolidated statements of operations and changes
m net assets.

Inventories

The System values inventories, which consist principally of medical supplies and pharmaceuticals,
at the lower of cost (first-in. first-out or weighted average cost valuation method) or net realizable
value.

Property and Equipment

Property and equipment acquisitions are recorded at historical cost or, 1f donated. impaired. or
acquired mn a business transaction. at tair value at the time of donation. impatrment. or acquisition.
Expenditures that materially increase values. change capacities. or extend useful lives are
capitalized. Routine maintenance. repairs. and minor equipment replacement costs are charged
against operations.

Depreciation is caleulated and recorded over the estimated useful life of each class of depreciable
assets using the straight-line method. The American Hospital Associanon — Estimated Useful Lives
of Depreciable Hospital Assets 1s used as a general guide in establishing deprectable lives.
Amortization of financing lease right-of-use assets and impamrment losses related to long-lived
assets are included in depreciation expense. During the fiscal year ended June 30, 2024, the System
performed a detaled analysis of the depreciable lives assigned to property and equipment assets,
comparing the System’s estimated depreciable hves with industry data and historical usage
patterns. As a result. the System adjusted the depreciable lives assoctated with a number of assets.
The net impact of this change 1n estimate was a reduction in depreciation expense of approximately
$44.000.000.

2409-135538-C% 14



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Internal-Use Software

Costs to develop internal-use software and mtemal-use software obtained through a hosting
arrangement are capitalized dunng the apphication development phase m accordance with
Accounting Standards Codification (ASC) 350, Intungibles — Goodwill and Other. At June 30,
2024 and 2023, the System had capitalized costs related to internal-use software obtained through
a hosting arrangement. net of amortization, of 320,792,000 and $24.360.000, respecuvely,
tncluded in other assets on the consolidated balance sheets. The capitahzed costs are amortized
over a ten-vear life. During both hiscal vears ended June 30, 2024 and 2023, the System recognized
amortization expense of $3.567.000, which 1s included 1n depreciation and amortization expense
on the consolidated statements of operations and changes in net assets,

Asset Impairment

The System penodically evaluates the carrymng value of its operating long-lived assets for
mpatrment when indicators of impairment are identified. These evaluations are primanly based
on the estimated recoverability of the assets’ carrying value. Impamment write-downs are
recognized as a reduction in operating income for the operating long-lived assets at the time the
impairment 1s 1dentified. There were no timpairments of operating long-lived assets recognized in
fiscal years 2024 or 2023,

Investments in Unconvolidated Organizations

The System has investments in certatn orgamizations for which tt does not have a majornty
ownership interest or control and. therefore. these organizations are not consolidated. Generally,
these mvestments are recorded using the equity method of accounting for those organmizations
which the System owns greater than 20% and has significant influence over the orgamzation. The
System measures its equity investments in erganizations in which the System owns 20% or less at
cost less tmpairment, if any, because these investments do not have a readily determinable fair
value.

2409-135538-C% 15



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

The System has mvestments in unconsolidated organizations of $232 941,000 and $261,380.000
at June 30, 2024 and 2023 respectively. Differences between the carrymg amounts of the System’s
mvestments and the underlying equity m the net assets of the mvestees total $52.033.000 and
$62.425,000 at June 30, 2024 and 2023, respectivelv. These differences are attributed to the excess
fatr value over book value of intangible assets at the investee level. and are beimng reduced as an
adjustment to equity earnings over the life of the related assets. The mtangible is reviewed for
mpairment on an annual basis,

Equity income of $43.801.000 and $17,023.000 for the fiscal vears ended June 30, 2024 and 2023,
respectively. is retlected in other revenue on the consolidated statements of operations and changes
m net assets.

Noncontrolling Interests in Consolidated Subsidiaries

Noncontrolling interests are based on the contractual terms of jomt ventures and the ownership
percentage of the noncontrolling mterests 1n certain of the System’s consolidated subsidiaries.
Noncentrolling interests are reflected as a component of net assets without donor restrictions on
the consolidated balance sheets, net of distributions.

Goodwill and Intangible Assets

Goodwill and intangible assets recorded in connection with acquisitions completed by the System
are accounted for under ASC 350, The System records goodwill as the excess of the purchase price
over the fair value of wenutiable tangible and intangible assets acquired and hiabilities assumed.
Indetintte-lived imtangible assets consist entirely of acquired trade name assets. Finite-lived
intangible assets consist primarily of noncompete assets generated from business combinations
and munimum revenue guarantees offered to vartous non-employed physicians throughout the
System.

2409-135538-C% 16



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

The changes m the carrying amounts of goodwill and intangible assets as of June 30 are as tollows
(in thousandsy),

Indefinite- Finite-Lived

Goodwill  Lived Asset Assets
Balance at June 30. 2022 $ 106192 % 46.000 % 10.895
Assets acquired 40,272 - 6,678
Amortization - - (7.259)
Currency translation and other
adjustments 538 = (1.060)
Balance at June 30. 2023 147.002 46.000 9254
Assets acquired - 8.000 7,092
Amortization — — {(4.695)
Currency translation and other
adjustments (758) - (86)
Balance at June 30, 2024 $ 146,244 S 54,000 % 11,565

Goodwill assets acquired during the year ended June 30, 2023 were generated by multiple business
combinattons that were not individually matenal to the System. Goodwill 1s evaluated at least
annually for impairment at the reporting unit level on April 1 of each year. Impairment is the
conditton that exists when the carrving amount of goodwill exceeds 1ts mmplied fair value.
Additional impairment assessments may be performed on an interim basis if the System encounters
events or changes in circumstances which would indicate 1t 1s more hikely than not that the carrying
value has been impaired. The Svstem has determined that its reporting units are the various
geographicallv located affiliates.

For goodwill impairment tests, the System may elect to perform a qualitative assessment of each
reporting unit to determine whether facts and circumstances support a determunation that the
reporting unit’s far value 1s greater than its carrving value. A quantitative assessment 1s performed
for reporting units 1f the qualitative analysis is not conclusive or if impairment is indicated.

2409-135538-C% 17



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

If a quantitative assessment is required. the System uses a fawr-value-based process using a
discounted cash flow mecome method, a guideline public company method, and a mergers and
acquisitions method to estimate the fair value of the reporting unit. This analysis requires
judgments and estimates about the weighted average cost of capital, nisk factors. and forecasted
operating margins. [t the carrving amount of the reporting umt exceeds tts tair value, a goodwill
mmpairment 1s recognized equal to the lesser of the difference between carrying value and fair value
or the amount of the goodwill under evaluation. Judgments and assumptions are inherent in the
System’s estimates used to determine the fair value of 1s reporting units and are consistent with
what the System believes would be utilized by a primary market participant. The use of alternative
Judgments and assumptions could result in the recognition of different impatrment charges in the
System’s consolidated financial statements.

As a result of the qualitative assessment for fiscal vears 2024 and 2023 no impairment loss was
recognized related to goodwill.

Indetimite-hived intangible assets are also evaluated annually for mapaiment on April 1 of each
year, by comparing the fair value of the asset with its carrymg amount. The System also considers
facts and circumstances regarding the asset on an annual basis to determine whether an indefinite
hife continues to be appropriate. For indefinite-lived intangible asset impairment tests, the Svstem
also may elect to perform a gualitative assessment to determine whether facts and circumstances
support a conclusion that it 1s more likely than not that the asset is not impaired. If the qualitative
analysis 1s not conclusive, or 1if the System elects to proceed directly with quantitative testing. the
fair values of the intangible assets are determined and compared with their carrying amounts, As
a result of the qualitative assessments for both fiscal years ended June 30, 2024 and 2023, no
impairment losses on indefintte-lived intangible assets were recorded.

Finite-lived intangible assets are evaluated for impamrment whenever indicators of impairment are
wlentified. An mmpairment loss 15 recognized 1f the intangible asset 1s not recoverable and 1ts
carrying amount exceeds its fair value. No impairment losses on finite-lived intangible assets were
recognized n fiscal years 2024 or 2023,

o

2409-135538-C% 1



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Leaxes

The System determines whether an arrangement is a lease at inception of the contract and performs
an analysis to determune whether the lease 18 an operating lease or a financing lease. Right-of-use
assets represent the System’™s right to use the underlymng assets for the lease term and lease
Habilities represent the System’s obligation to make lease payments arising trom the leases, Right-
of-use assets and lease habilities are recognized at the commencement date based on the present
value of lease pavments over the lease term. The System uses its estimated incremental borrowing
rate 1n determining the present value of lease payments to the extent that the rate inherent n the
lease 1s unknown. The incremental borrowing rate 1s calculated on a quarterly basis by a third party
that estimates the rate of interest the System would have to pay over a term similar to the lease
term. The System does not record leases with an imtial term of 12 months or less on s
consohidated balance sheets.

Deferred Financing Costs

Deferred financing costs, net of accumulated amortization. included as a reduction of long-tenn
debt at June 30, 2024 and 2023, are $9.511.000 and $9.485.000. respectively, which are being
amortized using the effective interest method over the terms of the indebtedness to which they
relate, Amortization expense recogmized for fiscal vears 2024 and 2023 was $771.000 and
$772.000. respectively.

Net Assefs With Donor Resfrictions

Net assets with donor restrictions reflect the portion of the System’s net assets whose use 1s subject
to donor-tmposed restrictions. Donor-imposed restrictions may be temporary in nature, such as
those that will be met by the passage of time or other events specified by the donor. These include
the System’s beneticial interest in the net assets of affiliated and financially interrelated
organizattons. whose use has been limited by grant agreements and donors to a specific tme period
or purpose. Other donor-umposed restrictions are perpetual 1 nature, where the assets have been
restricted by donors to be maintained by the System m perpeturty. Net assets with donor restrictions
are primartly restricted for healthcare services, capital projects. communtity outreach. and other.
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Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

Unconditional promises to give cash and other assets are reported at fawr value at the date the
pronuse 1s received. Conditional promises to grve and indications of mtentions to give are reported
at faur value at the date the gift 1s received or the condition has been met. The gifts are reported as
net assets with donor restrictions if they are received with donor stipulations that limit the use of
the donated assets. When a donor restriction expires. that ts, when a stipulated time restriction ends
or purpose restriction 15 accomplished. net assets with donor restrictions are reclassified as net
assets without donor restrictions and reported on the consolidated statements of operations and
changes in net assets as net assets released from restrictions, Donor-restricted contributions whose
restrictions are met within the same year as recerved are reported as other revenue in the
accompanving consolidated financtal statements.

Net Patient Service Revenue and Patient Accounts Receivable

Net patient service revenue 1s reported at the amount to which CHRISTUS expects to be entitled
in exchange for providing patient care. The System has agreements with third-party payors that
provide for payments to the System at amounts different from established rates. Estimated
retroactive adjustments under reimbursement agreements with third-party payors are mcluded m
patient service revenue and estumated third-party payor settlements. Retroactive adjustments are
accrued on an estimated basis in the period the related services are rendered and adjusted in tuture
pertods as final settlements are determined. A complete description of the System’s revenue
recognition poliey is included in Note 4 below,

The System grants credit without collateral to 1ts patients, most of whom are local restdents of the
geographies of the various System healthcare centers and are insured under third-party payor
agreements. The mix of accounts receivable. net of applicable allowances, from patients and third-
party payors at June 30 was as follows:

2024 2023
Medicare 34% 33%
Medicaid 9 12
Managed care organizations 34 36
Self-pay 4 4
International payors 13 10
Others 6 5

100% 100%
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Charity Care

The System provides care to many patients who cannot atford to pay and who meet the System’s
criteria for financial assistance. Charitv care services provided to these patients are not reported as
patient service revenue as there s no expectation of payment. CHRISTUS esumates the cost of
providing charity care using the applicable cost to charge ratios of the hospital participants.

Premium Revenue and Associated Costs

Premium revenue largely represents revenues derived under capitated arrangements with third
parties. In retum for these premiums, CHRISTUS 1s responsible for providing essentially all
healthcare services to enrolled participants. The System contracts with the Department of Detense
{DOD}) to treat TRICARE patients through a US Fannly Health Plan whereby CHRISTUS eams a
negotiated tee per menmber per month. In return for these premiums. CHRISTUS 15 responsible for
administering covered benefits. Premium revenue recognized under the contract with the DOD
was $143.961.000 and $141,739.000 of total prenuum revenue during the years ended June 30,
2024 and 2023, respectively. Revenue under this contract is recognized on a monthly basis, subject
to provisions for retrospective adjustments based primarily on the results of membership audits.

Premium revenues are also generated by the System’s health mamtenance organizauon, Medicare
Advantage plans, and tor individual coverage on federal and state-based health exchanges.
Premium revenue for individual coverage on the federal and state-based Exchanges and Medicare
Advantage programs was $352.314.000 and $277.934.000 of total premium revenue for the fiscal
years ended June 30, 2024 and 2023, respectively. A significant portion of these premiums s
subsidized through the federal government’s advance premium tax credit provisions. Revenues
from the exchanges are also subject to nisk-sharig provisions as outlined in federal regulations.
The purpose of the risk-sharing provisions is to transtfer funds from health plans with Iower risk to
health plans with higher risk within the same state. Risk adjustment assessments and distnibutions
are computed based on a health plan’s risk score vs. the overall market risk score. Included in net
premium revenues for individual coverage on federal and state-based health exchanges are
adjustments decreasing the System’s premium revenues tor estimated risk-sharing assessments of
$61,852,000 and $20,607,000 as of June 30, 2024 and 2023, respectively. Ultimate settlement
could difter significantly from these estimates.
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Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

Costs for providing services through these contracts were $419,306.000 and $347.477.000 tor the
fiscal vears ended June 30, 2024 and 2023, respectively, and are mncluded as operating expenses
m the accompanymg consohdated financral statements. At June 30, 2024 and 2023. the System
has accrued expenses for incurred but not reported claims based upon actuarial evaluations of
claims experience. These estimates are continually reviewed and adjusted as necessary as
expertence develops or as new information becomes known: such adjustments are included in
current operations. The System mantains stop-loss msurance coverage to lmut exposure for
certain catastrophie claims,

Other Revenue

Other revenue 1s denived from services other than providing healtheare services or coverage to
patients. residents, or enrollees. This revenue tvpically includes investment income trom all tunds
held by foundations. bond trustees, malpractice funds. or other muscellaneous investment
activities. fees for providing management services under the terms of management agreements
with certamn of the System’s jomt ventures and related-party joint venture partners; reantal of
healtheare facility space. mherent contributions from busimess combinations when applicable;
sales of medical and pharmaceutical supplies to employees, physicians, and others; proceeds from
sales of cafeteria meals and guest trays to emplovees, medical statf, and visitors: and proceeds
trom sales at gift shops and other retatl activities or other service facilittes operated by the System.

Management and license fee contracts include variable consideration as the fees are not fixed but
are based on a percentage of revenue. CHRISTUS recognizes revenue when the uncertainty is
resolved. which 1s generally on o monthly basis as actual revenues are known or can be reasonably
estimated. CHRISTUS also evaluates the collectability of each of its management and license fee
contracts and apphies a constramt. if necessary. to avoid future reversals of revenue. Membership
revenues relate primanily to fitness centers operated by vanious hospitals throughout the System,
and are recognized ratably over the membership pertod. Revenues from pomt-of-sale transactions
are recognized as incurred.

For the year ended June 30, 2023, other revenue mcluded amounts received under the Coronavirus
Aud, Relief, and Economice Security (CARES) Act. The System recognizes grant payments under
the CARES Act as revenues when the grant conditions have been substantially met. These
estimates could change matenally based on evolving grant compliance provisions and subsequent
audit of reported amounts by govemmental agencies. The Svstem will continue to monitor the
evolving guidelines and may record adjustments as additional information 1s released (see Note 5).

[
[
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Income Taxes

The authoritative guidance in ASC 740, Income Tuxes, creates a single model to address
uncertaintv in tax positions and clarifies the accounting for income taxes by preseribing the
minimum recognition threshold a tax position 15 required to meet betore being recognized m the
financial statements. Under the requirements of this gurdance. tax-exempt organizations could be
required to record an obligation as the result of a tax position they have historically taken on
vartous tax exposure ttems. CHRISTUS has interests in various taxable entities. including
investments m Mexico. Chile, and Colombia. These interests mav give rise te US. and
international tax exposures. CHRISTUS intends to utilize foretgn eamings i foreign operations
for an indefinite period of time 1n order to continue investing all earnings into the contmued
manntenance and expansion of these operations abroad as part of the System’s mussion. It these
amounts were distributed to the United States, in the form of dividends or otherwise, the System
could be subject to additional U.S. income taxes. Determination of the amount of unrecognized
deferred income tax liabilities on these eamings 1s not practicable because such liability, 1t any,
depends en circumstances existing if and when remuttance occurs. There are no matenal
unrecorded tax liabilities as of June 30, 2024 or 2023,

At June 30, 2024 and 2023, CHRISTUS has operating loss carrvforwards in its domestic
operations of $169.616.000 and $187.718.000, which result in deferred tax assets of $35,619.000
and $39.450.000, respectively. CHRISTUS has provided a valuation allowance of the same
amount as 1t 1s more hikely than not that the deferred tax assets will not be reahized. CHRISTUS
also has net deferred tax assets of approximately $62 432,000 and $43.611,000 as of June 30, 2024
and 2023, respectively. m 1ts nternational operations. which relate primanly to certain pension
habtlities, provisions and allowances, and property and equipment, and which are recorded in other
assets on the consolidated balance sheets.

Foreign Currency

Functional currency 1s determined for each entity within the System based on the primary currency
m which the entity generates and expends cash. Each entity denomunated 1o a tunctional currency
other than the U.S. dollar (USD) 1s subjected to a remeasurement and translation process. First,
transactions at these enuties that are in a currency other than the funcuonal currency are
remeasured mto the functional currencv. Remeasurement (losses) gains recorded as a component
of nonoperating meome were $(39.428.000) and $21.083.000 for the fiscal vears ended June 30,

o]
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Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)

2024 and 2023, respectively, After all amounts are appropriately measured in the functional
currency, the financial statements are then translated to USD and consolidated. In fiscal year 2024,
the System recorded a decrease m net assets due to translation adjustments of $45.481.000 10 net
assets. The cumulative translation adjustment recorded in net assets as of June 30, 2024 and 2023,
was a decrease to net assets of $81.663.000 and $36.182.000, respectively.

Business Combinations

CHRISTUS accounts for all transactions that represent business combinations in which 1t obtains
control of the acquired entity using the acquisition method of accounting, where the wWdentifiable
assets acquired. the habilities assumed. and any noncontrolling interest i the acquired entity are
recogmized and measured at their fair values on the date the System obtains control of the acquuree.

Such fair values that are not finalized for reporung periods following the acquisition Jate are
estimated and recorded as provisional amounts. Adjustments to these provisional amounts during
the measurement period (defined as the date through which all information required to wWdennty
and measure the consideration transferred. the assets acquired. the liabilities assumed, and any
noncontrolling interests has been obtained. hmited to one vear from the acquisttion date) are
recorded in the period m which the final amounts are determined. Goodwill 15 determined as the
excess of the purchase price over the fawr value of wWdentifiable tangible and mtangible assets
acquired and Habilities assumed. An mherent contribution s recorded it the fair values of
wlentifiable assets and habilities acquired exceed the consideration conveyed.

Performance Indicator

The performance tndicator 1s revenues in excess of expenses, which includes all changes tn net
assets without donor restrictions other than changes in the pension liability funded status, changes
tn noncontrolling interests, net assets released trom restrictions for property acquisitions,
unrealized gains and losses on other-than-trading investments, cumulative effect of changes
accounting principles, discontmued operations. contributions of property and equipment. foreign
currency remeasurement, amd other changes not required to be included within the performance
indicator under UL.S. GAAP.
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Notes to Consohidated Financial Statements (continued)

3. Summary of Significant Accounting Policies (continued)
Operating and Nonoperating Activities

CHRISTUS s primary mission is to meet the healthcare needs in its market areas through a broad
range of general and specialized healtheare services. mcluding inpatient acute care. outpatient
services, physician services, and other healthcare services, Activities directly associated with
furthering this purpose are considered to be operating activities. Earnings from the mvestment
activities of the offshore captive. community foundations, and holdings 1 healtheare-specitic
tnvestment funds are also classified as operating activities as such eamuings support the operations
of those organizations. Other activities that result in gains or losses peripheral to CHRISTUS s
primary mission are considered to be nonoperating. Nonoperating activities mclude all other
mvestment earmngs, foreign currency remeasurement gains and Josses. gains or losses from debt
extinguishment, and net settlement cost and changes in tair value of interest rate swaps.,

Reclassifications

Certam prior vear amounts have been combined with other financial statement Line items to
conform to the current vear presentation. Deferred revenue of $262.581.000 as of June 30, 2023,
has been included in the accounts payable and accrued expenses line item on the consohidated
balance sheet.

New Accounting Pronouncements

In June 2016, the Fmancial Accounting Standards Board 1ssued Accounting Standards Update
No. (ASU)Y 2016-13. Financial Instruments — Credit Losses (Topic 3261 Measurement of Credit
Losses on Fmancial Instruments, which provides guidance for accounting for credit losses on
financial tmstruments. The new guidance introduces an approach based on expected losses to
estimate credit losses on certain types of financial instruments and modities the impairment model
tor avatlable-for-sale debt securittes. The System adopted the guidance in ASU 2016-13 on July 1.
2023, using a prospective approach. Adoption of ASU 2016-13 did not materially impact the
System’s consolidated financial statements.

]
A
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Notes to Consohidated Financial Statements (continued)

4. Revenue Recognition
Patient Service Revenue

CHRISTUS recognizes patient service revenue in the period i which performance obligations
under its contracts are satisfied by transferring services to patients. The System measures the
performance obligation for mnpatient services from admission to the System facility to the pomnt
when 1t 1s no longer required to provide services to the patient, which ts generally at the time of
discharge. Performance obligations for mpatient services are satistied over time during the
patients’ stay at the applicable tacility. For in-house patients. revenue ts recogmized based on the
amount of actual charges incurred as of the end of the reporting period. reduced by an estimate of
contractual adjustments based on a combtnation of negotiated rates and historical experience for
the pavor class. Performance obligations for outpatient services are generally satistied on the date
of the cutpatient visit. Bills to patients and third-party payors are generally sent within a few days
or weeks of the inpatient discharge or outpatient visit,

Patient service revenue ts reported at amounts that retlect the consideration to which CHRISTUS
expects to be entitled for providing patient care. The System’s patients include those covered under
Medicare, Medicard, managed care health plans, and commercial insurance companies, as well as
umnsured patients, The System has entered into payment agreements with certam commercial
insurance camiers, health maintenance orgamzations. and preferred provider organizations. The
basts for payment to the System under these agreements includes prospectively determined rates
per discharge. discounts from established charges, and negotiated daily rates. Inpatient acute care
services and outpatient services rendered to Medicare program beneficiaries are paid at
prospectively determmed rates, These rates vary according to a pauent diagnosis-related group
classification system that 1s based on clinical. diagnostic. and other factors. Inpatient and outpatient
services rendered to Medicatd program benehciaries are paid under cost retmbursement
methodologies. prospectively determined rates per discharge, and prospectively determined or
negotiated rates.

The transaction price for each patient is based on the gross charges for services provided, reduced
by contractual adjustments and discounts determined based on contractual or negotiated rates as
described above. For uninsured and certain underinsured patitents, the transaction price 1s further
reduced by implieit price concessions, estimated using historical collection percentages, which
reduce the amount of revenue recognized to amounts the System expects to collect.
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4. Revenue Recognition (continued)

Revenue under certain third-party payor agreements 1s subject to audit, retroactive adjustments,
and significant regulatory actions. Provisions for third-party payor settlements and adjustments are
estimated and recorded m the period the related services are rendered and adjusted in future pertods
as final settlements are determined. At June 30. 2024 and 2023, the System has estimated third-
party settlements. net. of $62.492 000 and $50.140.000. respectively. recorded in accounts pavable
and accrued expenses in the consolidated financial statements. Laws and regulations governing the
Medicare and Medicaid programs are complex and subject to interpretation. As a result, there s at
least a posstbility that recorded estimates will change by a material amount i the near term. Patient
service revenue mcludes varable consideration for these retroactive revenue adjustments resulting
from the settlement of audits, reviews, and investigations using the most likely outcome method.
For fiscal years 2024 and 2023, revenue mcreased $9.756.000 and $8.264.000, respectively.
related to changes in estimates for cost report reopenings, appeals, and tentative and final cost
report settlements on filed cost reports, of which some are sull subject to audit. additional
reopening. and/or appeal.

The transaction price for patient services provided depends greatly upon the System’s payor mix
as collections on gross charges can vary significantly. depending on a patient’s insurance coverage,
or lack thereof, and the extent of amounts due from patients for co-pays. comsurance. and
deductibles. Varous factors atfect collection trends within each major class of payors. These
melude general economic conditions, meluding unemployment rates. which may mtluence the
number of uninsured and underinsured patients: regulatory changes that aftect reimbursement rates
trom governmental programs such as Medicare and Medicaid: and ongoing contract negotiations
with managed care health plans and commercial mnsurance providers. In addition. estimates of
mmplicit price concessions offered to uninsured patients or related to co-pays. comsurance, and
deductibles of patients with insurance are subject to change as historical collection and write-oft
expentence are analyzed on a monthly basis, These changes are recorded as adjustments to the
transaction price 1 the period in which the estimates are revised. Subsequent adjustments that are
determined to be the result of an adverse change in the patient’s or the pavor’s ability to pav are
recognized as bad debt expense. which is recorded as a component of other operating expenses on
the accompanying consolidated statements of operations and changes in net assets.
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4. Revenue Recognition (continued)

The following table summarizes the amount of net patient service revenue recogmzed by payor
(in thousandsy),

Year Ended June 30,2024  Year Ended June 30, 2023

Percentage Percentage
Amount of Total Amount of Total
Domestic operations:
Medicare $ 2.594.7860 34% 3 2,286,246 340
Medicaid 1,112,626 I8 1.049 999 15
Managed care 2,449,732 32 2.347.924 34
Self-pay §72.929 8 458852 7
Other 185,266 2 77.433 3
Subtotal domestic operations 6.915.339 91 6,320,454 93

International operations:
Mexica payors (private
msurance and

government payors) 612,691 8 450,551 7
Colombia payors (private
instrance and
government payors) 46,323 1 — —
Net patient service revenue S 7.574.353 100%% $ 6,801,035 100%

The Svstem also receives payments through state supplemental pavment programs, which includes
Disproportional Share (DSH) payments in multiple states and the 1115 (b) Waiver Program
(Waiver Program) payments m the state of Texas, as well as other state-related directed payments,

Federal lIaw permits state Medicatd programs to make DSH payments to hospitals that serve a
disproportionately large number of Medicaid and low-income patients. These tunds are not tied to
specific services for Medicaid-eligible patients. The federal government distributes federal
Medicand DSH funds to each state based on a statutory formula, Revenue under the DSH programs
15 recognized as a component of net patient service revenue over the benefit period when
tnformation 1s received from the states regarding the amount and timing of DSH payments to be
received tor the apphlicable period. CHRISTUS believes that its performance obligations are
generally satistied ratably over the applicable peried and recognizes revenue on a monthly basts.

The System recorded $105.245 000 and $118.553 000 in net patient service revenue during hscal
years 2024 and 2023, respectively. related to the DSH program.

[
o
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4. Revenue Recognition (continued)

In December 2011, the Centers for Medicare & Medicard Services (CMS) approved the Warver
Program subnutted by the Texas Health and Human Services Commission (HHSC), The Waiver
Program has historically provided supplemental payments to hospitals through two pools:
Uncompensated Care (UC) and Delivery System Reform Incentive Payments (DSRIP). On
July 14. 2021 HHSC submitted to CMS its request to extend and to amend the watver program
through September 30, 2030, The extension was ultimately granted on April 22, 2022, Per the
terms of prior renewals, the DSRIP program ended on September 30, 2021 therefore, only UC
payments will continue through the end of the Warver Program.

Revenue under the Waiver Program s recogimized as a component of net patient service revenue
over the applicable demonstration year. The System recorded $184,909.000 and $224 237,000 in
net patient service revenue during fiscal years 2024 and 2023, respectively, related to the Waiver
Program.

In additton to pavments under the Watver Program. the state of Texas also makes directed
payments to hospitals for mpatient and outpatient services. Eftective September 1, 2021, these
payments are made through the Comprehensive Hospital Increase Reimbursement Program
(CHIRP). CHIRP was designed to reimburse providers ¢loser to the average commercial rate. The
System recorded approximately $236.435,000 and $224 810,000 i net patient service revenue
during the fiscal vears ended June 30, 2024 and 2023, respectively. related to CHIRP. Effective
July 1. 2022, the state of Louisiana makes directed payments to hospitals for inpatient and
outpatient services under the Money Follows the Patient (MFP) program. The System recorded
approximately $66.718.000 and $65 866.000 in net patient service revenue related to MFP during
the fiscal years ended June 30, 2024 and 2023, respectively.

The System recorded deferred revenues of $58.994.000 and $77.800.000 as of June 30, 2024 and
2023, respectively, for consideration recerved related to state supplemental payment programs for
which the performance obligation has not yet been met. Upon satistaction of the performance
obligations m fiscal years 2024 and 2023, the Svstem recogmzed $77,.800.000 and $38.600.000,
respectively. mt net patient service revenue related to amounts included in deferred revenue as of
June 30, 2023 and 2022 respectively.
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4. Revenue Recognition (continued)

The healthcare mdustry 1s subject to numerous laws and regulations of federal, state, and local
governments. These laws and regulations mnclude, but are not necessanly limited to, matters such
as heensure. accreditation, participation requirements of government healthcare programs.
reimbursement tor patient services. and Medicare and Medicand fraud and abuse. Government
activity has continued with respect to investigations and allegations concerning possible violations
of fraud and abuse statutes and regulations by healthcare providers. Violations of these laws and
regulations could result in expulsion from government healtheare programs, together with the
mmposition of significant fines and penalties. as well as significant repayments for patient services
previously billed. Termination of the System’s participation n the Medicare or Medicaid programs
could have a material tmpact in the consolidated financial statements.

5. COVID-19 Pandemic and CARES Act

The outbreak of COVID-19. a respiratorv disease caused bv a novel strain coronavirus, had
significant adverse 1mpacts on the operations and financial condition of healthcare providers
generally. Imtially. the treatment of this contagious disease at healthcare facilities resulied m a
temporary shutdown or diversion of patients from those facilities, deferral or avoidance of elective
procedures and other medical treatment unrelated to COVID-19, and statfing and supply shortages.

A vartety of federal. state. and local efforts were mitiated m response to the COVID-19 crisis, the
largest of which was the Provider Relief Program under the CARES Act enacted on March 27,
2020. The CARES Act 1s a federal stimulus package designed to provide emergency assistance to
tndividuals and businesses, including hospitals and other healthcare providers. CHRISTUS
received approximately $410.000.000 in stimulus funding under the Provider Relief Program to
cover unreimbursed healtheare-related expenses attributable to the public health emergency and
lost revenues resulting from COVID-19, CHRISTUS follows grant accounting to recognize the
stimulus funding as other operating revenue, based on guidance from the U.S. Department of
Health & Human Services (HHS). Approximately $0 and $81.500.000 of these funds have been
recognized as other revenue for the fiscal vears ended June 30, 2024 and 2023, respectively.
Regulations governing the receipt. usage. and reporting of CARES Act funds are complex and
subject to interpretation. Revenue under the CARES Act is also subject to audit and potential
recoupment if CHRISTUS has not demonstrated that CARES Act funds were properly used for
unreimbursed expenses attrtbutable to coronavirus or lost revenue, as defined 1n the regulations.
As a result. there 18 a possibility that estimates of revenue recognized could change by a matenal
amount in the near term.

2409-135538-C% 30



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

6. Cash and Investments

Total cash and investments for the System at June 30, imcluding assets whose use 1s liunited, are as
tollows (in thousandsy:

2024 2023

Cash and cash equivalents $ 1,138819 § 1.424 835
Certficates of deposit 36,754 39.102
Domestie equities 171,213 176.269
International equities 7,492 0.1806
Fixed-income securities 156,557 174,438
U.S. government securities 361,884 336014
Mutual tunds and other simular investment tunds:

Domestic equuty tunds 144,026 132,123

International equity funds 129,901 123,196

Fixed-income funds 245,285 212984

Risk parity. blended. and other funds 38,376 12.774
Equity investments in managed funds:

Fixed-income tunds 204,810 154,529

Hedge funds 271,002 288,461

Private equity, real estate, and other 103,169 90,530

$ 3.009,288 5 3.171.44]

The System’s investments are subject to various types of risks, as explained below.
Fixed Income and U.S. Government Securities

This mnvestment class mncludes investments 1n various fixed-mcome instruments that include
mvestment-grade and high-yield domestic and 1international bonds, preferred stocks, mortgage
pools. master imited partnership units. and bonds issued by ULS, government agencies. The fixed-
tncome investments are exposed to various kinds and levels of nsk, including tnterest rate risk,
credit risk. foretgn exchange nisk, and liquidity nsk.
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6. Cash and Investments {(continued)
Equities

This investment class conststs primartly of common and preferred equity securities of domestic
and toreign companies. These securities trade through the major public domestic and international
exchanges. The equity securities nvestments are exposed to various risks, meluding market risk.
mdividual security risk; foreign exchange risk; and, for common equity of companies with a small
market capitalization, liquidity risk.

Muteal Funds and Other Similar Investment Funds

This investment class includes investments tn mutual funds, exchange-traded tunds. common
collective trust funds. and other similar mmvestment funds that generally hold investments in
marketable debt and equity securities. Investments in mutual funds, exchange-traded funds,
common collective trust funds, and similar funds n this category are exposed to various nsks.
mcluding market risk and risks associated with the specific securities held withm the tunds. Certamn
funds within this category are valued based on amounts reported to the System by the tund
managers, generally m the form of NAV per share or an equivalent measure.

Equity Investments in Managed Funds

Equity investments in managed funds include investments in hmited liability partnerships or
corporations and ether alternative investments. The System’s equity investments in managed tunds
are recorded based on the System’s share of the underlying value of marketable securities and
nonmarketable interests held by these funds as reported to the System by the fund managers.
generally in the form of NAV or an equivalent measure, The underlying securtties 1n managed
funds could include marketable debt and equity securities, nonmarketable securities, derivative
instruments, or any other investment securities determined at the discretion of the fund managers.
These tnvestments are recorded at amounts contirmed by fund managers. and there can be no
assurance such reported amounts will ulumately be reahized.

These funds are invested with external investment managers who tnvest pnimarily in various
categortes, including fixed income. long and short equity positions, managed futures, emerging
markets, distressed enterprises, arbutrage, risk parity, private equity, and real estate positions,

el
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6. Cash and Investments {(continued)

These mvestments are domestic and international 1n nature, are itlliquid, and returns may not be
realized for a period of several vears after the minvestments are made. The risks associated with
these investments are numerous. resulting m a greater hkehhood of losing invested capital. The
risks include the following:

Non-Regulation Risk — Some of these funds are not requured to register with the Securities and
Exchange Commuission and are not subject to regulatory controls.

Managerial Risk — Fund managers may fail to produce the mtended returns and are not subject
to oversight,

Minmmal Liguidity — Many funds mmpose lockup periods or restrictions on timing of
redemptions that prevent mvestors trom redeeming their shares or impose penalties to redeem.

Limited Transparcncy — As unregistered investment vehicles, funds are not required to disclose
the holdings 1n their portfolios to 1nvestors.

Investment Strategy Risk — The funds often employ sophisticated. risky mvestment strategies,
are speculative. and may use leverage, which could result in volatile returns.

At June 30, 2024, the Svstem had commitments to fund equity investments in private equitv funds
totahing $6.781.000, excluding commitments to fund equity investments 1 private equity funds

held by the CHRISTUS Health Cash Balance Plan (the Cash Balance Plan — see Note 13).

Assets whose use 15 limited or restricted conststed of the following at June 30 (in thousands):

2024 2023

Axssets whose use 1s linnted or restricted. required for

current bond indenture and self-insurance habilities $ 57,188 § 56.034
Other mvestments. mternally designated for caprtal

expansion and other purposes 609,285 579472
Under bond indenture agreement — held by trustee 2,596 168,789
Under habilitv retention and self-insurance tunding

arrangement — held by trustee 7,764 3.381
Under Emerald Assurance funding arrangements 156,270 133,138
Restricted cash and mvestments 70,074 92,681
Total assets whose use 1s hmited or restricted $ 903,177 § 1033495

‘4
FE]

2409-15558-C%



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

6. Cash and Investments {(continued)

Restricted cash and investments relate primanly to mvestments required to be mamtamed m
perpetuity under the System’s endowments, or to cash and investments restricted by donors tor the
acquisition of capital assets.

Investment returns and losses for assets limited as to use, cash equivalents. and other wnrestricted
mvestments consisted of the following for the fiscal years ended June 30 (in thousands).

2024 2023
Operating interest and dividend income $ 31698 S 20901
Operating gain. realized and unrealized 27,987 7.874
Equity investment gain on managed funds 2,968 4.816
Total operating investment tncome 62,653 33.591
Nonoperating interest and dividend mcome 36,295 31426
Nonoperating gain. reahzed and unreahzed 53,248 32,672
Equity mnvestment gain on managed funds 34,756 21334
Net swap agreement activity 12,961 22.249
Total nonoperating investment gain. net 137,260 107.681
Total investment gaimn. net $ 199913 § 141,272

7. Fair Value Measurements

The three-level valuation hierarchy tor disclosure of fair value measurements is based on the
transparency of mnputs to the valuation of an asset or hability as of the reporting date. The three
levels are defined as follows:

»  Level 1 — Inputs to the valuation methodologyv are quoted prices (unadjusted) for identical
assets or habilities at the reporting date,

*  Level 2 — Inputs to the valuation methodology other than quoted market prices included in
Level 1 that are observable for the asset or habthity. Level 2 pricing inputs include quoted
prices for similar assets and liabthities in active markets and mputs that are observable tor
the asset or hability. either directly or indirectly. for substantially the full term of the
tinancial instrument.
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7. Fair Value Measurements (continued)

+ Level 3 — Inputs that are generally unobservable and typically reflect management’s
estimate of assumptions that market participants would use m pricing the asset or hability.

A tmancial instrument’s categonization within the valuation hierarchy is based on the lowest level
of input that 1s significant to the fair value measurement. There were no signtficant transters
between levels during the fiscal years ended June 30, 2024 or 2023,

The following tables present the financial instruments carrted at fair value as of June 30
(it thousands) by the valuation hierarchy (as described above):

2024
Level 1 Level 2 Level 3 Total
Assels
Cash and cash equivalents $ LI138381Y § - 5 - $ 1,138,819
Iy estments:
Certthicates of deposit - 36,754 - 36,754
Domestic equities 171,213 - - 171.213
Intemational equities 7.492 - - 7,492
Fixed-income securities — 156,557 — 156,557
LIS, government securities - 361,884 - 361,884
Mutual funds and other similar investment
funds:
Domestic equity funds 77.748 - - 77,748
International equty funds 92,587 - - 92,587
Fixed-income tunds 145,961 — — 145,961
Rask panty, blended, and other funds 38,376 — — 38.376
Total investments at fair value $ 1,672,196 $ 555,195 § - 2,227,391
Investments measured at fair value, using net
asset value or equivalent:
Equty funds 103,592
Fixed-income tunds 124.434
Hedge funds 64,136
Private equity. real estate, and other tunds 6,07
Total assets at far value $ 2525560
Liabilities
Interest rate swap aureements $ - % 34,730 8§ - 3 34,730
Total habilities at fair value $ - % 34730 § - 3 34,730
35
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Notes to Consohidated Financial Statements (continued)

7. Fair Value Measurements (continued)

2023
Level 1 Level 2 Level 3 Total
Assets
Cash and cash equivalents $ 1424835 3% - 3% - 5 1424855
Investments:
Certificates of depomst - 39,102 - 39.102
Domestic equities 176.269 - - 176.209
International equities 6.186 - - 0.186
Fixed-income secunties - 174,438 - 174 438
LS. government securities - 336,014 - 330,014
Mutual funds and other similar investment
funds:
Domestic equity funds 62953 - - 62953
Intemational equuity funds 90,368 - - H.EOS
Fixed-income tunds 121,514 - - 121,514
Risk parity, blended, and other funds 12.77- — — 12,774
Total mvestments at fair value $ 1895399 & 549554 % - 2.444 953
Investments measured at fair value, usimg net
asset value or equivalent:
Equity tunds 101,498
Fixed-income funds 105422
Hedge funds 59.960
Private equity, real estate, and other funds 6,354
Total assets at fair value S 2,718,187
Liabilities
Interest rate swap agreements 3 - 3 47,153 % - 5 47.153
Total habihities at fair value 3 - $ 47153 S - 5 47,153

The tables abeve include equity investments in managed funds held within the Svstem’s
toundations and captive tnsurer. Remaining equity investments m managed funds held by other
System entities of $483.728.000 and $453.254 000 at June 30. 2024 and 2023, respectively, are
not included in this table since they are accounted for using the equity method of accounung.
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Notes to Consohidated Financial Statements (continued)

7. Fair Value Measurements (continued)

The valuation methodologies used for instruments measured at tair value as presented in the tables
above are as follows.

« Investments — Investments valued at quoted prices available 1 an active market are
classified within Level 1 of the valuation hierarchy. Investments valued based on evaluated
bid prices provided by third-party pricing services, where quoted market prices are not
avatlable, are classified within Level 2 of the valuation hierarchy. Investments measured
at fair value using net asset value per share or its equivalent as a practical expedient are not
categorized within the fair value hierarchy. These investments consist of hedge funds.
commodity funds, common collective trust tunds. private equity tunds. real estate funds,
and some equity and fixed-income funds.

s Literest rate swap agreements — Interest rate swap agreements are valued using third-party
models that use observable market conditions as their input and are classified within
Level 2 of the valuation hierarchy.

At June 30,2024 and 2023, the System’s tinancial mstruments included cash and cash equivalents,
accounts receivable, assets limited as to use. accounts pavable and accrued expenses, lease nght-
of-use assets and obligations. and long-term debt. The carrving amounts reported on the
consehidated balance sheets for these financial mstruments, except for long-term debt, approximate
their fair values.

8. Leases

The System utilizes operating and finance leases for the use of various facilities and equipment.
All lease agreements generally require the System to pay maintenance, repairs, property taxes, and
insurance costs, which are vanable amounts based on actual costs incurred during each applicable
pertod. Such costs are not included in the determination of the right-of-use asset or lease hiability.
Variable lease cost also includes escalating rent payments that are not fixed at commencement but
are based on an index that s determuned m future pertods over the Iease term based on changes m
the consumer price index or other measure of cost inflation. Certam equipment leases mclude non-
lease components, such as minimum purchase requirements for consumable products associated
with the equipment. The System has elected the practical expedient that allows lessees to choose
not to separate lease and non-lease compenents by class of underlying asset and are applying this
expedient to all relevant asset classes.
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8. Leases (continued)

Leases may include one or more options to renew, The exercise of lease renewal options 1s at the
System’s sole discrenion, In general, the System does not consider renewal options to be reasonably
likely to be exercised; therefore. renewal options are generally not recognized as part of right-ot-
use assets and lease liabilities. Certain leases also include options to purchase the leased asset.
These options are typically to purchase the leased assets at farr market value and therefore do not
mmpact classification of the lease.

The components of lease cost for the fiscal vears ended June 30 consisted of the following
{in thousands):

2024 2023

Operating lease cost h) 57,690 % 59 582
Finance lease cost:

Amortization of right-of-use assets 12,459 14.157

Interest on lease labilities 7173 9.173
Total finance lease cost 19,632 23.330
Short-term and variable lease cost 80,813 65,134
Total lease cost $ 158,135 % 148,046

Supplemental cash tlow and other tnformation related to leases as of and for the fiscal years ended
June 30 are as follows (dollars in thousands):

2024 2023
Cash pard for amounts included in the measurement
of lease labilities:
Operating cash flows from operating leases $ 58,497 % 60,222
Operating cash tlows from finance leases 7.197 RO53
Financing cash tlows from finance leases 14,194 14311
Right-ot-use assets obtamed in exchange for new
operating leases 46,853 67917
Right-otf-use assets obtained m exchange for new
financing leases 1.815 42 832

‘4
o
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Notes to Consohidated Financial Statements (continued)

8. Leases (continued)

2024 2023
Weighted average remaining lease term.
Operating leases 8.7 vears 8.1 years
Finance leases 12.8 vears 13.7 years
Weighted average discount rate.
Operating leases 4.71% 3.30%
Finance leases 4.54% 4.78%

Future undiscounted cash tlows and maturities of lease habilites at June 30. 2024, are presented
in the following table (in thousands):

Operating Finance
Leases Leases Total
2025 $ 43893 % 20448 $ 64,341
2026 3721 20.204 59925
2027 34.004 15.589 49.593
2028 29,191 15,025 44,216
2029 22978 15,249 38,227
Thereafter 105 381 110,599 215 980
Total minimum lease payments 275168 197114 472282
Less imputed interest {49.265) {(45.477) (94.742)
Total lease hiabilities 225903 151.637 377.540
Less current portion (39.104) {13,889 (52,993
Long-term lease habilities $ 186.799 § 137748 § 324547
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9. Property and Equipment

Property and equipment at June 30 consisted of the following (1n thousands):

2024 2023
Land $ 319838 § 288 401
Land improvements 114,043 99 809
Buildings and fixed equipment 4,603,158 4,043.591
Major movable equipment 2,404,599 2.027 941
Accumulated depreciation (3.681,263) (13475119

3,760,372 2,984,623
Construction-mn-progress (estimated cost to complete

s $587.828 at June 30, 2024) 422350 625213

Total $ 4,182,722 § 3.609836

Depreciation expense tor the System for fiscal vears 2024 and 2023 totaled $294.575,000 and
$294.113.000. respectively.

10. Investments in Unconsolidated Organizations

CHRISTUS owns a 50% noncontrolling interest in U.C. CHRISTUS Salud SpA (CHRISTUS
Salud). which owns and operates certain hospital. clinic. and other healthcare facilities in Chile.
The mvestment in CHRISTUS Salud is treated as an equity method mvestment. As of June 30,
2024 and 2023, CHRISTUSs investment tn CHRISTUS Salud was $170.516.000 and
$197.645.000, respectively. During fiscal years 2024 and 2023, CHRISTUS made additional
capital contributions to CHRISTUS Salud of $5.394,000 and $10.227.000, respectively. The
Systent’s share of (losses) income from the operations for the fiscal years ended June 30, 2024 and
2023, was $(1.410.000) and $5.631,000. respectively. During fiseal years 2024 and 2023,
CHRISTUS s mvestment in CHRISTUS Salud changed by $(30.780.000) and $25,083.000,
respectively. due to changes in the exchange rate and the resulting translation adjustment.

In January 2023, CHRISTUS purchased the real estate and land used to operate the San Carlos
hospital from. and leased the real estate back to. CHRISTUS Salud. Consideration transferred for
the purchase included cash and other assets. This transaction did not impact CHRISTUS s equity
method earnings or investment. At the same time, CHRISTUS Salud acquired the operations of a
hospital owned by CHRISTUS s joint venture partner and entered into a Iease of the related real
estate,
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10, Investments in Unconsolidated Organizations (continued)

CHRISTUS has management and license fee arrangements with CHRISTUS Salud. and with
certain other unconsohidated subsidiartes and jomt venture partners, under which CHRISTUS
provides management services and licenses its trade name and certamn other mtellectual property.
CHRISTUS recorded other revenue related to rental income and management and license fee
agreements of $29.233.000 and $42 805.000 duning the fiscal vears ended June 30. 2024 and 2023,
respectively. Approximately $9.807.000 and $24.344.000 of the management and license fee
revenue recognized m fiscal year 2024 and 2023, respectively, was related to services provided in
prior fiscal years,

CHRISTUS and 1ts attihates hold immatenal mvestments in other unconsolidated subsidiaries. No
other smgle investient balance exceeded 0.5% of total assets at June 30, 2024 or 2023,
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11. Debt
Debt at June 30 consisted of the following (in thousands):

2024 2023

Obligations issued under the CHRISTUS Health Master Trust
Indenture (CHRISTUS MT).
Revenue bonds. in variable-rate demand mode, with weighted
average mnterest rates of 3.54% and 2.56% 1n fiscal years
2024 and 2023, respectively, due in annual installments
through July 1, 2047 (Series 2008C and 2000B) $ 223015 % 223018
Revenue bonds, in auction mode, with weighted average
interest rates of 4.59% and 3.00% n fiscal years 2024 and
2023 respectively (Series 2005A and B) - LO4.825
Revenue bonds. in fixed-rate mode, bearing interest from
4.00% fo 5.00%, due in annual installments through July 1,
2053 (Sertes 2018A B, D, and E.& Series 2019A; Sernies

2022A and B. and Senes 2024A and B) 1,164,935 864,790
Direct-placement notes due 1 annual installments through
July 1. 2041 (Series 2016A and D) 71,625 73.075
Tax-exempt bank note due in anmual installments beginmng
July 1, 2035 through July 1. 2039 (Sertes 2016E) 57,105 57.105
Taxable bonds due as a balloon payment on July 1, 2028
(Series 20180 339.536 339.536
Term loans 100,000 340 000
Anchorum 5t. Vincent note payable 377073 -
Other notes 129,473 76.167
2,462,762 2,078,513
Premiums. net, on long-term debt 9.542 49,186
Unamortized deferred financing costs {9,511) (9,485)
2,462,793 218214
Less current portion of long-term debt and short-term debt {92,799) {275.262)
Less amounts subject to remarketing agreements, classitied as
current - (03.805)

W

Total long-term debt 2369994 3§ 1.779,147
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11. Debt (continued)

Accordmg to the terms of the CHRISTUS Master Trust Indenture (MTI). CHRISTUS and the
majortty of its wholly owned subsidiaries are members of the CHRISTUS Health Obligated Group
(Obligated Group). The obligations of CHRISTUS and the other members of the Obhigated Group
are secured by a pledge of gross revenues. Additionally, each member of the Obligated Group is
obligated, pursuant to the CHRISTUS MTI and certain 1insurer and credit bank agreements. to
comply with certain covenants, including the following: to ensure the payment of debt service: to
ensure the payment of taxes amd other claims, to deliver compliance statement(s); to preserve
corporate existence; to mamtam books and records subject to inspection by the Master Trustee, to
maintamn msurance; to conform to defined Lien hmitations. to establish adequate service rates. to
maintain a sufficient debt service coverage; to adhere to certain defined conditions with respect to
consohidation, merger, conveyance. or transfer and admission or withdrawal of Obligated Group
members: to adhere to certain imitations on disposition of assets: to adhere to certain limitations
on the incurrence of additional debt, to maintain compliance with certain indebtedness ratios; and
to mamtain certain levels of hquidity. Certain of these covenants are made only for the benetit of
the bond and swap insurers and/or credit banks, and are etfective only tor as long as the related
debt or other obligations are outstanding and only unless waived or amended by the bond and swap
tnsurers and-or credit banks.

CHRISTUS has bank letter of credit agreements on its Series 2008C and 2009B vanable-rate
demand bonds. The Sertes 2008C-1 bonds have an outstanding amount of $41.435,000 and are
supported by a letter of credit provided by Sumitomo Mitsui Banking Corperation. acting through
its New York branch. that expires on March 8. 2027, The 2008C-2 bonds have an outstanding
amount of $38.305.000 and are supported by a letter of credit provided by The Bank of New York
Mellon that expires on July 3. 2025, The 2008C-3 bonds have an outstanding amount of
$41.030.000, and the 2008C-4 bonds have an outstanding amount of $38.440.000. The 2008C-3
and 2008C-4 bonds are supported by letters of credit provided by TD Bank that expire on
January 16, 2029. The 2009B-1 and 2009B-3 bonds have outstanding amounts of $19.310.000 and
$29.050,000. respectively, and are supported by letters of credit provided by Sumitomo Mitsu
Banking Comoration, acting through its New York branch, that expire on January 16, 2029. The
2009B-2 bonds have an outstanding amount of $15,445.000 and are supported by a letter of credit
provided by TD Bank that expires on January 15, 2027.
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On May 1. 2024, CHRISTUS issued Series 2024A-B bonds. consisting of $308,695.000 of tax-
exempt revenue and refunding bonds. The Series 2024 bonds are tixed rate obhigations, comprising
both seral and term bonds carrving an mterest rate of 5% and maturing in various amounts through
fiscal year 2033, Proceeds of the Series 2024 bonds were used. in part, to repay $94.328,000 of
outstanding Sertes 2005A-3, 2005A-4, and 2005B-2 bonds and accrued interest.

In fiscal year 2023, the System entered mto a line of credit with Bank of America tor $75.000,000
that expires on April 28, 2025, This Itne of credit carrtes a variable interest rate equal to the
Bloomberg Short-Term Bank Yield Index rate plus 0.65%. In fiscal vear 2022 the System entered
into a line of credit with Roval Bank of Canada tor $75.000.000 that terminates on June 29, 2025,
This hine of ¢credit carries a varable interest rate with multple rate optrons mcluding a datly or
one-month London Interbank Offered Rate or its replacement as selected or recommended by the
Federal Reserve or its comnuttees plus 0.45%. At both June 30, 2024 and 2023, CHRISTUS had
$0 drawn against any line of credit.

On June 29,2023 the System entered into term Joan agreements of $120.000 000 with Royal Bank
of Canada and $120.000.000 with JPMorgan Chase Bank. National Association. Both of these
term loans carried a vanable mterest rate equal to the Daily Simple Secured Overnight Financing
Rate and had an original maturity date of Tune 28, 2024. The proceeds from these loans were used
to tund the acquisitton of Gerald Champion Regional Medical Center (GCRMC) described in
Note 1%, Both term loans were paid in full in May 2024, On July 15, 2020, the System entered into
a term loan agreement with JPMorgan Chase Bank, National Association for $100,000 000, The
term loan carries an mterest rate of 2.13% and matures on July 1. 2027

Effective September 1. 2023, the System entered into a note pavable agreement for $377.073.000
m connection with the purchase from Anchorum of the 30% noncontrolling interest in CHRISTUS
St. Vincent Regional Medical Center (St. Vincent) described 1 Note 18, The note 1s due ratably
m annual mstallments beginning August 31, 2024 through August 31, 2032, and bears no interest
until September 1, 2030, Beginning September 1, 2030, the note will bear interest at a rate equal
to the prime lending rate plus 1%, adjusted annually. The System recorded a discount on the note
of $75.090,000, included as a reduction of long-term debt. The discount is being accreted to
mterest expense over the interest-free pertod using the effective mterest method.
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Other notes were $129 472,000 and $76.167 000 as of June 30, 2024 and 2023 respectively. and
mclude various notes issued primarily to purchase buitldings and equipment.

Principal payments for all long-term debt for the next five years and thereafter are as tollows
(1n thousands);

2025 $ 92799
2026 90,805
2027 101.211
2028 188,743
2029 425382
Thereafter 1,563,822
Total long-term debt $ 2.462,762

12. Derivative Financial Instruments

The System’s dertvative instruments consist primarily of interest rate swap contracts between the
System and third parties (counterparties), which provide tor the periodic exchange of payments
between the partres based on changes m a defined index and a fixed rate. These swaps expose the
System to market risk and credit risk. Credit risk 1s the risk that contractual obligations of the
counterparties will not be fultilled. Concentrations of credit risk relate to groups of counterparties
that have similar economic or industry characteristics that would cause their ability to meet
contractual obligations to be stmilarly atfected by changes in economic or other condttions.

Counterparty credit risk 1s managed by requring high credit standards tor the System’s
counterparties. The counterparties to these contracts are hnancial stitutions that carry
investment-grade credit ratings.

Market risk 1s the adverse effect on the value of a financial instrument that results from a change
in nterest rates. The market risk associated with interest rate changes 1s managed by establishing
and momtoring parameters which limit the types and degrees of market risk that may be
undertaken. Management also mitigates risk through periodic reviews of its derivative positions in
the context of its blended cost of capital. As of June 30, 2024 and 2023, CHRISTUS has interest
rate swap agreements to manage mterest rate risk exposure, not designated as hedging instruments.,
with a total notional amount of $381.235.000 and $462,160.000. respectively.
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The following table summarizes the fair value at June 30, 2024 and 2023 and the income (loss)
recorded related to the System’s derivative instruments as of and for the fiscal vears ended June 30,
2024 and 2023 (1in thousands):

Fair Value Change in Fair Value {Paid) Received
Termination “olional June 0. June 38, June 0. Juane 38, Jane 38 Jane 38,
Counterparty  Description Late Apgreements Amoint 26124 1621 26124 1621 1024 1021
Iterest Rate Swaps
Merdll £y Var basts 2023-2024 U3 ST 0 % - 3 e % g2y % EE 97 5 452
Wells Farwo Fexed pavor 2yt | 101475 112,004 11,179) (2 {30) 551 4403 67 (AS3)
Citigroup? Fexed pavor 217 2 ity 3003 (23,279 (27158 6.87% £2 216 (1% {1559
Citigronp® Eaxed pavor 2047 1 lis.160 (13272 (181ud) 4,803 5.340 12 1AM
45 SIS 235402160 S(34.7307 $i47 030 M 242X S 25U S R38 § (2.544)
*Insured by MBLA

CHRISTUS is required to post collateral under certam circumstances for negative valuations on
each of its swaps according to the terms of (1) the swap insurance agreements. where applicable,
and (2) the agreement with each counterparty. CHRISTUS has complied with this requirement. At
June 30, 2024 and 2023, no collateral was posted. The System does not anticipate nonperformance
by its counterpartes.,

The fair value of these denvative instruments was a liabihity of $34.730.000 and $47.153,000 at
June 30, 2024 and 2023, respectively. The change in value of $12.423.000 and $25.093.000 for
the fiscal years ended June 30. 2024 and 2023, respectively. 1s combined with the net receipts
(pavments) made under the agreements of $538.000 and $(2,844,000) for the fiscal years ended
June 30,2024 and 2023, respecuvely. This total is included m nonoperating investment gain (loss).
net. on the consohidated statements of operations and changes in net assets.

13. Employvee Benefit Plans

Defined Benefit Plans

Cash Bulance Plan

The System has established a noncontributory. defined benefit retirement plan that operates as a
cash balance plan and covers substantially all CHRISTUS employees who had met age and service

requirements as of December 31, 2012. On October 23, 2012, the CHRISTUS board approved the
closing of the plan to new participants. ettective January 1, 2013,
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The plan benetits are calculated based on a cash balance formula wherem participants earn an
annual accrual based on compensation and participation account balances acerue interest at a rate
that tracks ten-year treasury notes; the maximum rate is 8%, The plan was frozen as of July 1.
2019.

Mother Frances Hosprral Defined Benefit Pension Plan

The System administers the Mother Frances Hospital Defined Benefit Penston Plan (TMF Plan).
which covers all emplovees who meet the eligibility requirements. The plan was frozen as of
December 31, 2009,

The measurement date for the Cash Balance Plan and the TMF Plan (collectively. the Detined
Benetit Plans) i1s June 30. For the vears ended June 30, 2024 and 2023, the net periodic benefit
cost (eredity for the Cash Balance Plan was $13.022 000 and $(7.249.000), respectively. For the
vears ended June 30. 2024 and 2023, the net pertodic benetit cost (eredit) for the TMF Plan was
$3.822 000 and $2.431 000, respectively. The net pertodic benefit cost (credit) is recorded m other
nonoperating gains, net. on the accompanying consolidated statements of eperations and changes
tn net assets. CHRISTUS uses a full yield curve “spot rate™ approach that applies the spectfic spot
rates along the yield curve to the plans’ projected cash tlows 1n order to estimate the interest cost
component of net periodic benetit credit.

The Defined Benefit Plans’ net periodic benefit credit consists primarily of amortization of
expected returns, offset by interest and other costs. No settlement charges were recognized during
fiscal years 2024 or 2023,

The following table sets forth the funded status of the Defined Benefit Plans measured as of
June 30 (in thousandsy:

Cash Balance Plan TMF Plan
2024 2023 2024 2023
Fair value of plan assets — end of
year $ 868,207 § 847963 % 162935 § 164531
Benefit obhigation — end of year 829,164 847,430 144,537 149.878
Overfunded status $ 39043 § 533 0% 18398 §  14.653
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As of June 30. 2024 and 2023, the Defined Benetit Plans had accumulated benefit obligations of
$973.701,000 and $997 308,000, respectively. Assumptions used to detenmine benefit obligations
and net pertodic benefit (credit) cost for the fiscal years were as follows.

Cash Balance Plan TMI Plan
2024 2023 2024 2023
Benetit obhigations
Discount rate 5.33% 4.96% 536%  498%
Interest crediting rate 4.33 371 N/A N/A
Net pertodic benefit cost (credit).
Discount rate 4.96 4.60 4.98 1.67
Interest crediting rate 3.71 310 N/A N/A
Expected long-tenn return on plan
assets 5.50 5.50 5.50 5.50

As of June 30, 2024 and 2023 the total amount recognized 1n net assets without donor restrictions
was $122 034,000 and $173 488.000. respectively. For the tiscal years ended June 30, 2024 and
2023, the change in pension plan obligations recogmized in net assets without donor restrictions
was $(51,454.000) and $(3.889,000), respectively.

Investment Policy and Asset Allocations

The mvestment polictes and strategies for the assets of the Cash Balance Plan incorporate a well-
diversified approach that is expected to generate long-term retums trom capital appreciation and a
growing stream of current mcome. This approach recognizes that assets are exposed to risk and
the market value of the plan assets may fluctuate from vear to year. Risk tolerance 1s determined
based on the plan’s financial stability and the ability to withstand return velatility. This balanced
approach is expected to earn long-term total returns, conststing of capital appreciation and current
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

13. Emplovee Benefit Plans (continued)

meome. which are commensurate with the expected rate of return used by the plans. The actual
returns on the Cash Balance Plan assets for the vears ended June 30, 2024 and 2023, were
$74 471.000 and $35,933.000 respectively. The target allocation of Cash Balance Plan assets, by
asset category, is as follows as of June 34:

Cash Balance Plan

2024 2023
Allocation of plan assets, by asset category:
Cash and cash equivalents - % — V%
Equity securities and equtty funds 15 15
Fixed-income securities and fixed-income funds 30 30
Equty investments in managed funds (Note 6J 5§ 55
Total 100 % 100 %5

Due to the overfunded status of the TMF Plan. CHRISTUS has adopted an mvestment policy for
the TMF Plan which incorporates a hability-driven mvestment approach that focuses on the funded
status of the plan and seeks to match the duration of the assets with that of the labulities. As such.
the investment porttoho allocation 1s comprised of 56% long Jduration fixed-income securities,
18% equity securities, 15% core fixed-income securities, and 11% altematives. The TMF Plan’s
tinancial condition is monitored on an ongotng basis by means of regular portfolio reviews and an
annual independent actuarial valuation. The actual retums on the TMF Plan assets for the vears
ended June 30, 2024 and 2023 were $6.614.000 and $7 806.000, respectively.

In developing the expected retum on plan assets. the System evaluates the historical performance
of total plan assets. the relative weighting of plan assets, interest rates, economtc indicators, and
mdustry forecasts. In line with the investment return objective and risk parameters. the mux of
assets meludes a diversified portfolio of equity. fixed-income, and alternative mvestments. Equity
mvestments include international stocks and a blend of domestic growth and value stocks of
vartous sizes of capitahzation. The aggregate asset allocation is rebalanced as needed. but not less
than on an annual basis.
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

13. Emplovee Benefit Plans (continued)

The asset allocations at June 30, by asset category, are detatled below (in thousandsy:

{’ash Balance Plan TMF Plan
2024 2023 2024 2023
Cash and cash equivalents $ 18882 § 18612 § 5319 § 8,379
Domestic equities 72,474 72838 9,625 18414
International equities 4,397 3.243 - 470
Fixed-mcome securities 22,165 21.840 2,719 2.640
Mutual funds and other similar
mvestment fumds,
Domestic equity funds - - 92,219 86.182
International equity tunds 41.411 3R.028 - -
Fixed-income tunds 71,392 68,618 17,756 17.305
Risk parity. blended, and other
funds 7 6 - -
Equity mvestments i managed
funds:
Fixed-income funds 318,427 272,175 7,204 6119
Hedge funds 154,335 182 352 28,041 24927
Private equitv, real estate. and
other 164,358 169,735 - -
Other 359 516 52 95
Total $ 868,207 $ 847963 % 162,935 § 164.531
2409-13538-C% S0



CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

13. Emplovee Benefit Plans (continued)

The value of the plan assets measured at fair value on a recurring basis was deternuned using the
valuation mputs deseribed in Note 7 and categonized at June 30, as follows (in thousands)

2024
Level 1 Level 2 Level 3 Total
Assets
Investments
Cash and cash equivalents $ 24,201 8 - § - § 24201
Domestic equities £2,099 - - 82,099
Internpational equities 4,397 - - 4,397
Fixed-income securifies — 2,437 - 2.437
LS. government securities - 22,447 - 22,447
Mutual funds and other sumlar
investment funds.
Domestic equity funds 92,219 - - 92,219
International equity funds 41,411 - - 41.411
Fixed-income funds 89,148 - - 89,148
Risk parity, blended, and other
funds 7 - - 7
Other 411 - - 411
$ 333893 8§ 24884 & — 358.777
Investments measured at net asset
value or equivalentr
Fixed-income funds 325.631
Hedge funds 182,376
Private equity, real estate. and other
funds 164.358
Total assets at Lair value $ 1,031,142
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

13. Emplovee Benefit Plans (continued)

2023
Level 1 Level 2 Level 3 Total
Assets
Investments.
Cash and cash equivalents $ 26991 % - 3 - 3 26,991
Domestic eqiuties 91.252 - - 91,252
International equities 3.713 - - 3.713
Fixed-income securities - 3410 — 3,410
U5, government securities - 21070 - 21,070
Mutual funds and other sunilar
investment funds-
Domestic equity funds 86,182 - - §6.182
International equity tunds 38,028 - - 38.028
Fixed-income funds 85923 - - 83,923
Risk parity. blended. and other
funds 6 - - 4]
Other 6l - - 611
$ 332,706 % 24480 % - 357.1806
Investments measured af net asset
value or equivalent.
Fixed-income funds 278.294
Hedge funds 207,279
Private equuty, real estate, and other
funds 169,735
Total assets at fair value $ 1,012,494

The Cash Balance Plan has $72.,474.000 of funding commitments to purchase private equity. real
estate, and other tunds as of June 30, 2024, The TMF Plan has no such funding commitments.

Contributions
In fiscal year 2024, CHRISTUS made no contributions to the Defined Benetit Plans, In fiscal year

2025, CHRISTUS does not expect to make contributions to the Defined Benefit Plans based on
asset values tor the plan year beginning January 1, 2024,

LA
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

13. Emplovee Benefit Plans (continued)
Benefit Payments

Benetit pavments for the Cash Balance Plan tor the vears ended June 30, 2024 and 2023 were
$34.228,000 and $48.962.000, respectivelv. Benefit payments tor the TMF Plan for the vears
ended June 30, 2024 and 2023 were $8.210.000 and $7.955.000. respectively. The following
benefit payments, which reflect expected future service and expected benefit payments tor services
previously rendered, are expected to be paid as follows (in thousands):

Cash TMF

Balance Plan Plan
2025 $ 66074 3% 9.141
2026 65,610 9,396
2027 64929 9.604
2028 63937 9,806
2029 62 453 9976
Years 2030-34 291.955 50.996

Defined Contribufion Plans

The System has a defined contribution plan (the Matched Savings Plan) covening eligible
CHRISTUS emplovees. Annual employee contributions are limited to 530% of compensation, up
to Internal Revenue Service dollar imits. The System matches 67% of employee contributions,
not to exceed 6% of annual compensation. Employer contributions vest to the employee atler three
years. For the fiscal years ended June 30, 2024 and 2023, expenses attributable to the Matched
Savings Plan amounted to $61.245.000 and $33.494.000, respectively.

Other Defined Benefit and Defined Contribution Plans

In addition to the CHRISTUS Cash Balance Plan and the TMF Plan. CHRISTUS also participates
in various defined benetit plans for executives that have been frozen or curtailed. The net benefit
credit and net benefit obligation under these plans was not material to the consolidated financial
statements for the fiscal vears ended June 30, 2024 or 2023, These plans are unfunded. In addition
to the Matched Savings Plan, CHRISTUS also participates in other defined contribution plans that
are not material to the consolidated financial statements for the fiscal years ended June 30, 2024
or 2023,

LA
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

14. Self-Funded Liabilities

The System self-tunds and self-msures for primary professional and general hability. workers’
compensation and Texas occupational injury, directors” and officers” liability, employment
practices hability. property. and employee medical benefits. A wholly owned. captive msurance
companv. Emerald Assurance Cayman Ltd. (Emerald). s used to insure primary lines of
professional and general habtlity, property, directors” and officers’™ lability. and employment
practices liability. Polictes written provide coverage for professional hability with primary limits
of $10.000.000 per ¢laim, for employment practices liability limits of $3.,000,000 per claim, both
with no aggregate for the fiscal years 2024 and 2023, For general hability, policies written provide
coverage with primary limits i the amount of $2.000.000 per claim for fiscal vears 2024 and 2023,
Additionally. the System intemally sets aside tunds for workers” compensation, the Texas
occupational injury program. and employee medical benefits based on actuarial analyses.

The assets of the captive insurance company, internally designated funds. and the estimated
Hability for losses are reported on the consolidated balance sheets. Investment meome from the
assets and the provision for estimated self-funded losses and administrative costs are reported on
the accompanying consolidated statements of operations and changes in net assets. The estimated
self-funded losses include expected claim payments. including settlement costs for reported clatms
and an actuarial determination of expected losses related to claims that have been mcurred but not
reported.

Emerald was incorporated in the Cayman Islands on June 27, 2003, under the Compantes Act of
the Cavman Islands. Emerald was granted an Unrestricted Class “B” Insurer’s license on June 3.
2003 (reclassified to a Class B(i) heense on September 21, 2015). which 1t holds subject to the
provisions of the Insurance Act of the Cayman Islands. As a Cayman Islands company. Emerald
15 exempt trom local tncome, profits. and capital gains taxes until August 3, 2043, No such taxes
are currently levied in the Cayman Islands.

15, Commitments and Contingencies

Capital Commitments

In May 2016, related to the acquisition of Trimty Mother Frances Health System. the System
committed to fund $700,000.000 in capital expenditures over a period of up to seven vears from

funds generated by the operations of Trinitv Mother Frances Health Svstem and other resources.
As of March 31, 2023, the System had met this commuitment m full.
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

15, Commitments and Contingencies (continued)
Other Contingencies

From time to time, the System 1s subject to litigation in the ordinary course of operations.
Management 1s not aware of any pending or threatened hitigation that would have a matenal effect
on the System’s consolidated financial statements.

Healthcare 1s a highly regulated industry. The System has a compliance program and various
tnternal policies and procedures that are designed to ensure complhiance with applicable federal.
state. and local laws and regulations and reduce potential exposure to fines, penalties. repayment
obligations. and other sanctions for vielations of such laws and regulations. As a result of the
System’s compliance, internal audit. and other operational activities, from time to ime the System
wlentifies mstances 1 which it has a repayment or self-disclosure obligation. In addition, the
System may tncur repavment obligations or be subject to penalties as a result of audits and
investigations by governmental agencies and contractors or commercial payors.

Because the government’s present regulatory and enforcement efforts are widespread across the
healthcare industry and may vary from region to region, the impact of such activities on the System
ts difficult to predict with certainty. The dvnamic regulatory environment, pelitical chimate, and
effectiveness of the System’s compliance eftforts are all factors that may atfect the resolution of
regulatory. enforcement, and pavor issues involving System entities. The System has implemented.
and continually works to enhance. vartous policies and procedures to ensure compliance with
applicable legal requirements. However, there can be no assurance that the System’s compliance
program or other measures will be able to reduce or eliminate all potential exposure for alleged or
actual noncomphance with applicable laws and regulations or commercial payor requirements.

LN
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

16. Functional Expenses

The System’s primary activities mvolve providing general healthcare services to ity patients.
Expenses related to providing these services at June 30 are as follows (i thousands).

Emplovee compensation and
benefits

Services and other

Supplies

Depreciation and amortization

Interest

Total expenses

Emplovee compensation and
benefits

Services and other

Supplies

Depreciation and amortization

Interest

Total expenses

17. Liquidity

2024
Healtheare Physician General and
Services Services Administrative Total
$ 2,711,859 & 610,775 % 606,348 5 3,928,982
1.998.797 100,753 589.411 2,688,961
1,491,588 15,540 16,306 1,523,434
283,177 6,395 45,839 335,411
16,094 465 89,325 105,884
$ 6,501,515 8§ 733,928 § 1,347,229 & 8,582,672
2023
Healthcare Physician General and
Services Services Administrative Total
$ 2483890 % 556274 3% 495 118§ 3538282
1,781,024 $2.361 353,837 2,217,422
1.320.153 15.356 13518 1,346,027
259220 5.053 48.985 313258
12,491 692 58,540 71,723
§ 5856778 % 659936 % 972998 % 7489712

Financial assets available for general expenditure within one year of the consolidated balance sheet
date consist of the following as of June 30 (in thousands)

Cash and cash equivalents. net of cash used for
subsequent business combinations
Short-term investments and equity in managed funds

Patient accounts receivable

Notes and other recervables

Total

2409-15558-C%
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

17. Liquidity (continued)

CHRISTUS has the abithty to structure its financial assets to be available as 1ts general expenditures
and other obligations come due. Cash m excess of daily requirements is mvested in short-term
mvestments. CHRISTUS alse matntains a $75.000,000 line of credit with Bank of America and a
$75.000,000 line of credit with Roval Bank of Canada, as discussed in Note 11. As of June 30,
2024, 50 was drawn against anv hne of credit.

18. Significant Events
Business Combinations
Gerald Chumpion Regional Medicual Center

Effective July 1, 2023, CHRISTUS closed on a transaction in which CHRISTUS paid
$240.000,000. subject to working capital and other adjustments, to purchase GCRMC. GCRMC
operates a 98-bed acute care hospital and a 36-bed inpatient psychiatric unit in Alamogordo, New
Mexico. The transaction was accounted for using the acquisition method of accounting.

In accordance with ASC 958-805, Not-for-Profit Entittes — Business Combinations, CHRISTUS
recognized an mherent contribution reflected in other revenue on the consolidated statement of
operations and changes 1n net assets equal to the excess of the acquisition-date fair values of the
assets acquired and liabilittes assumed over the consideration transterred. The fair values assigned
and consideration transferred are summarized as follows (in thousands):

Consideration transferred $ 240,000

Fair values of assets acquired and liabilittes assumed:

Cash, cash equivalents. and mvestments 121.948
Other current assets 47 486
Property and equipment. net 161,273
Other noncurrent assets, including tradename intangible asset 16.824
Current habilities (63.716)
Long-term liabilities (4,701
Noncontrolling mterest (5,035)
Total tair values of assets acquired and habilities assumed 274,079
Inherent contribution $ 34,079
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CHRISTUS Health

Notes to Consohidated Financial Statements (continued)

18. Significant Events (continued)

For the period of July 1. 2023 through June 30. 2024, total operating revenues and revenues m
excess of expenses attributable to GCRMC were $284.129,000 and $26,880.000, respectively.

CHRINTUS St. Vincent Regional Medical Center

Effective September 1, 2023 CHRISTUS closed on a transaction to purchase the 50%
noncontrolling interest in St Vincent from Anchorum St. Vincent for approximately
£427.000.,000, subject to working capttal and other adjustments. CHRISTUS paid $50.000.000 at
closing and the remaining consideration will be paid ratablv over the next nine vears. Subsequent
to the transaction. CHRISTUS owns 100% of St. Vincent.

19. Subsequent Events
The System evaluated events and transactions oecurring subsequent to June 30, 2024 through

October 3, 2024, the date of issuance of the accompanying consolidated financial statements.
During this pertod. no events occurred that warranted disclosure.

LA
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CHRISTUS Health

Schedule of Compensation Information

Years Ended June 30, 2024 and 2023
Chief Executive Officer: Ernie Sadau

None of the Chief Executive Officer’s compensation was paid from public funds received by
CHRISTUS Health.
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CHRISTUS Health

Schedule of Expenditures of Federal and State Awards

Year Ended June 30, 2024

Pass-Through

Assistance  Emiiiy idealifying Research and Other Total Amouniy
Federal Grantor State Grantor Listing Number Siale Developmment Federal Siate FederabState  Provided to
Pass-Through Granter Program Title Number L ontract Number i luster Expenditures Expendiiures Subrecipients Locsnon

Pederal Anarids
U.S. Depariment of Agricaliore
Pasctizengh fom (e Texay Doparimeat of Site Hoali seivices
WIC spedial suppiamantal Nulritton Program 0 Wamen Jolaet. and Childree 10 557 HHSMIROIEGN0] § R S -2 T - RV 1 BER
Pass-thengh o the Teaas Dopaimeen: of Sire Health Seivices
Soag Cingter
State Adsoatcnatave Mahuiungs Granls B the Supglenantal Nomtion
Acsietaance Program 10 561 HHSODARO ) goonng - 4124 LR

L HEISTUS Santa Roesa Health System

L HRISTUS samta Kosa Heaidth bystem

Total U Department of Agriculinre - 1 5gvita Liovw 13 73050

U.N, Department af Jusice
Fopes-rbroueh from the Now Mavcs Crame Vicmmy Reparanais Commi sion”

CHRISTUS S8 Vmeant Pegronal Medie sl Center
LHRISTUS st Vineent Reaioual Medieal L entes

¢ HRISTUS Health Southeast Texas
CHRISTUS Headth Sesutheas! Tevas
CHEISTUS Saate Rosa Headth System

Cruee \ wefza A<sisiange [LC] 2422V A-léy - Tuls Tuls -
L ruee \aciim A-sislance 16574 1024-V A5 - 2306 0 566 -
Pazs-thiengh jiom the Tevas (ifee of the Governos
Uruee \ wim Assislange 16 57% 1735504 - 5A7l6 3¥7le -
Uringe Yichn Assivtande Lo 878 IThIRYS - RRALD RR.ERD -
Crime Vicdan Asastane e 878 3IBILu9 - FRTOR] 157051 -
Total Cruee \ etz Assislance — 216247 316247 —
Toial L.s. Department of Justice - Alo.24” RRE S -

U.S. Department of Trenvury
Fuis-thaivgh e Teaus (ffoce of the Geerar
COVID-19 Corouns 1rus State and Local Fiscal Recavery Funds 2 al? RRESA — 73,1587 8187

# HRISTUS santa Rosa Health System

Teial L.N. Deparnnent of Treasurs - TRA5T 75187 -
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CHRISTUS Health

Schedule of Expenditures of Federal and State Awards (continued)

Pass-Through

Assistance  Eant Mdepnfuing Research and Other Total Amouniy
Federal Grantor State Grantor- Listing Number Siate  Development Federal Siate FederabState  Provided to
Fays-Through Grastsr Program Title Sumber C pnirari Number i luster Expenditures Expendiiures Subrecipients Location
Federal Anards {(connnged)
U.S. Deparimnent of Health and Humao Services
Pazs-tarengh pom Tevas Deparment of 4ol e
COYVID-1v Rural Heallls Rasearch Cantars RE IGITCTAIGES % - 3 ving % Yhoaog % - LHEISTUS Jasper Memorol Haspitsl
Pass-thiergh jiom Toxas Depaitmenr ef dencidae
Sowail Ruval Hosgarad Lnpros cinesd Grant Progras ERIETEH RSHIuzsulg - R4 PRE — CHRISTUS Jaseer Meinonizl Hospatal
) . N CHPRISTUN Mothes Franoes Hosparal -
sieafl Pural Hospital Bmproy ewsent Giraot Program as 101 PAHI0 AL B hos" 0 GsT  Jacknomviile
Total nieall Pural Hoepitat Improy ement Grant Program — 1o Jud 16,40 -
Pazs-tarengh Frod Hutchinsen Concer Resedich Cenier.
Chicer 0 wice and Prevention Research PRI FUGTU AN IR 3-TY w452 - v 43l — CHRISTLS §aite Rosa Headth Sysem
U acer Castce and Prevention Pesearch uiavd SUGICALRIRS -1 17508 - 47508 — CHRISTE'S Sanda Rosa Health System
Total Caacer Canse aud Prevent:on Pesearch 3¢ 04 — 5S¢ i -
Pazs-threngh jiam (regon Hewlti and Science Danersin
Uaucer Treatmeut Research AR I SO ATDOHRER-10 23072 - PEREN - £ HRISTUS santa Rosa Health System
Conzressuial Peclives ERIE A GUXPUS-01-0] - PROS28 15082 — CHRISTES Saata Rosa Healdth Sy~tem
Fure5-thepngh from the Tpeer e af Afchigan
Exttaipusat Rewearch Frograme w1 Bie Neuroscsence- and Neurological Disorders EARLKS SUBKGHG3S10? 3y 200 - My 2000 - CHEISTUS spohn Health System
Pazs-threngh jiom the {onrsuana Fospinad Associas.ne
Natrounl Bsoterroriam Husputal Preparedoess Progsam LA T 72408034 - 06,404 1o6 U -+ HRISTUS Health Central Loussians
H . saddac 720408934 (Pound
Natiounl Baotermotiain Hespial Preparadiess Pregt w3 RAu m - 18,472 ~ CHRISTUS Headth Contral Lowsiana
COVID-12 Naonal Bioterrorisos Hospital Freparedoess Program wid RAY T 2-4G8uR g - 43109 43,104 — CHPISTUS Hedrl Northeri Lowsi wia
COVID-19 Nastooal Bustermersin Hospital Prepaedness Proziam NI EyG 72408084 - 3% 475 3y 475 - { HRISTUS Health Central Lonssians
Total Nativnal Eioterronsm Hospiiat Preparedoces, Provram — U7 338 1457 53 -
Pazs-threngh fiom LX07 Heafth Sciencs € epter N¥ow (b loaps
Cancer Prevennion st Confiul Progsams for State, Tematorial and Tieihal
Urzwizations 9 A8y PH-Za-F1E-002 TG - 7704 — CHRISTUS Health Centrad Loseslana
Caucer Preventon and Costral Program, for State Terntonial and Tebal
Orgamzatione EARALS PH-1v-111-002-at 4 ing - EEREE] - L HRISTUS Heaith Central Loussians
Uaner Prevenuon ad Contol Progeaiss for Sate, Torrdortat and Tribal
Orgauizahion- A S FH-1u-111-009-al b 433 — b 433 -+ HRISTUS Health Southwest Lomsiana
Total Cancer Prevennun and Conirul Programs for State. Teastonal and Trabed
L Eathz Ao 120 351 — 120351 -
Te1al .5, Deparnnenr of Health and Human Services 23¢ 56A 463,741 496 -
Corparation for Nationst sad Cemmuniny Neinvice
AnenCorps Sate id Nanopal 83 8006 o5 (o - A0 Qas 24 b — CHRISTUS Headth
Totai Corperation for National asd Comaauniny Service 00006 28008 -

U.S. Departinend of Homeland Securthy
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CHRISTUS Health

Schedule of Expenditures of Federal and State Awards (continued)

Pass-Through

Assistance  Eant Mdepnfuing Research and Other Total Amouniy
Federal Grantor State Grantor- Listing Number Siate  Development Federal Siate FederabState  Provided to
Fays-Through Grastsr Program Title Sumber C pnirari Number i luster Expenditures Expendiiures Subrecipients Location

Federal Anards {(connnged)

Paze-threugh flom the New Mexton Depaitment of Homelapd Secuirne and

Emergency Munagsmons
COYVID-1v Dreaeter Grants - Pubiic Asastasce (Presidectinliy Declarad DR 4259 Prajeet
Disasters} n7 e TR PW a4 3 - % 096,426 3 U6 420 % - L HRISTUS 8¢ Vincest Regionad Medieal Cenrer

Tutal COVID- 12 Davaster Granls — Pubiie Asalaie e Presidentidly Declared

Digasterst - H06.426 H26.926 -
Teial L.N. Deparnnent of Homeland Securiiy - 696,416 696 4o -
Toial Expeadiures of Federal Awards 3 I3 S6r 5 2241750 3 A47251% % 74,0580
62 240-15358-CS



CHRISTUS Health

Schedule of Expenditures of Federal and State Awards (continued)

Pass-Through

Assistanpce  Entity Ideatifying Research and Other Total Amous
Federal Grantor State Grantor Listing Number-Siale Development FederaliState Federal Siate Provided to
Pass-Through Granter Program Title Number L ontract Number i luster Expendirures Expendatures Subreciprenis Location
State Awards
Graduate Medical Edueation Program
[rirect Awards {Texas Higher Educabon  vordinanag Boardy:
Faauly Piactce Resudency Progriss,
Famnsly Practice Resvlency Prograss Opetalicnal Grant ITHECB ool 3 - % IARTIF % 245745 % — CHRISTUS Santa Rosa Healil: Systeis
F unsiv Pracnce Resdency
Progran - Prunwy Caie THECB HG] sy - wT S5y ] T 85y CHEISTUS Health Ark-La-Tex
Famuisly Practice Resnlency
Program Operations! Graot THECB ol 14 - 315 toh 215 thb CHRISTUS Spohin Health System
Total Famsly Practive Resnlency Program - 658 461 LR L) 07 550
G aduiate dMedical Education Expanson Progr un
Grajuate Medical Bdieatvn
Expanston Fropra - Fumly Meadicine THELB .
F 26200729615 - 525 g SI5 g — CHRISTUS Santa Resa Health Syotens
Gradustc Kedical Bducation
. THECE
Expansion Prozrmm - Eaierzency Mehcine L6201 28108 - 155,001 350 80 — CHRISTUS Spehn Heaith Sysrem
Total Graduste Medics! Expansion Edacaton Pragram — Q75 g N7 8 ghin —
Total Grajuate Mednoot Ediication Program - §.021 401 1,012 401 07 A5G
Drirect Award (Office of the Goveraor. Public mafeh Office)
Sexstal Ascaulr Fogenaie Exans { SATE s-Peady Faalinies Progran Ji76600 - Iuld 3uid - CHERISTUS Sajun Fesa Health Swstend
Sexsal At Fogensic Exun (SATE -Peady Faciliries Program q17n6yl - 253w 153 - CHEISTUS Salili Fasss Health Swsren:
sexval A-sault Forensic Exau i SAFFE p-Ready Facshiies Progiam RIS RINIH] — 14432 12432 — CHRISTUS Health Southeast Texas
sexaal Acanll Foransic Exam i SAFE 3-Ready Fscshtes Program EEEM L — 21 3ut AL 3t — CHRISTUS Health Southeast Texa.,
Total sexaal Acanll Foransic Exam i SAFE 3-Ready Fscshtes Progsam - 49 382 40 352 -
Direet Awnard (Texas Depacimaent of Agricuitare, State Ollice of Ruval Heabrh)
Fural Health Facility Coapatal luiprovenient Prograan — 2922 POPIG2Z0G22 - 26 250 i 2 — CHRISTUS Healtl Ark-La-Tex
Rural He alth Facliny Capital hapesvament Prozram - 2023 PCP Gl AR B -5 gun 25 g B :ﬁ:};}:lz:mﬂ Fraricis Hespital -
Total Pural Healtk Faciiiy Capital Improvement Program - nE lgn 95 an -
Texns Departotent of State Health Services
Prasg-prenigh o Tovas Orgammnimess of Ruved aond Qomonuniry Hospitels (TORCH)
Vaodite Qutrerch awd Educatien Proerase 076434 491 — CHRISTLS Headth southeast Texas
Vaccie OQureach aad Educanon Progzram OG2ipui — 3871 — CHRISTLUS Respel Fraacis Hospital
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CHRISTUS Health

Schedule of Expenditures of Federal and State Awards (continued)

Pass-Through

Assistanpce  Entity Ideatifying Research and Other Total Amous
Federal Grantor State Grantor Listing Number-Siale Development FederaliState Federal Siate Provided to
Pass-Through Granter Program Title Number L ontract Number i luster Expendirures Expendatures Subreciprenis Location
State Awards (ceptinued;
Teial ¥ acceae Outreach and Educarien Program
Canver Preveotion and Research Instituic of Texasit PRIT)
Pass-Priengh Lo Bavlor Celiege of Medicipe:
The adolescent snd Cistdbond £ ancer Epsdenaoiozy and Susceptbihty Sen e
tAccess) for Texas FrBGRCS b3 14950 1 - % £0.95%0 § - CHRISTUN Santa Ressa Health Swsrem

Total Expenditures of State Anards b 16950 § LFIS45% % [ E62413 1 s RAG
Tetal Expeadifures of Federal and State Anards 5 177622 & S NST NS & £33 727 € |71 369

64 2H015558-05



CHRISTUS Health

Notes to Schedule of Expenditures of Federal and State Awards

June 30, 2024

1. Basis of Presentation

The accompanying schedule of expenditures of federal and state awards (the Schedule) includes
the federal and state award acuvity of CHRISTUS Health under programs of the tederal and state
governments for the year ended June 30. 2024, The information 1n this Schedule 1s presented in
accordance with the requirements of Title 2 ULS. Code of Federul Regulations Part 200, Lniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal dwards
(Uniform Guidance) and the Texus Gramt Muanagement Standards (TxGMS). Because the
Schedule presents only a selected portion of the operations of CHRISTUS Health. it 1s not intended
to and does not present the financial posttion, results of operations. changes m net assets, or cash
flows of CHRISTUS Health.

2. Summary of Significant Accounting Policiex

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following. as applicable. the cost principles contained i the Uniferm
Guidance, 45 CFR. PART 75 APPENDIX IX., Principles for Determmning Costs Applicable to
Research and Development Under Grants and Contracts With Hospitals, and TXGMS. wherein
certain types of expenditures are not allowable or are hnuited as to remmbursement. Therefore, some
amounts presented tn the Schedule may differ from amounts presented in. or used in the
preparation of, the conselidated financial statements.

CHRISTUS Health has negotiated multiple indirect cost rates for consolidated entities that have
been ehigible o negotiate a federal indirect cost rate with the Department of Health and Human
Services (DHHS). However. not all awards presented in the Schedule tnclude indirect expenses.
Allowable indirect costs for each award are determied by the related terms and conditions
developed by the awarding agency for each program. CHRISTUS Health has not elected to use
the 10% de minimis indirect cost rate allowed under Unitorm Guidance.

3. Nature of Activities

CHRISTUS Health receives vartous grants to cover costs of spectfied programs. Final
deternunation of eligibility of costs will be made by the grantors. Should any costs be found
mehgible. CHRISTUS Health will be responsible for reimbursing the grantors tor these amounts,

Additionally, expenditures incurred for various programs may exceed the amounts awarded from
the respective pass-through entity or agency. The amounts reported on the Schedule are nuted to
the award amounts. Amounts m excess of this amount are paid out of non-federal and non-state
sourees.

2409-1 355808 65



CHRISTUS Health

Notes to Schedule of Expenditures of Federal and State Awards (continued)

4. Donated Personal Protective Equipment (unaudited)

CHRISTUS Health did not receive any donated personal protective equipment from federal
sources for the year ended June 30, 2024,

5. Disaster Grants — Public Assistance (Presidentially Declared Disasters)

In accordance with gwidance from the US. Department of Homeland Security, the amount
presented on the SEFA tor Assistance Listing Number 97.036 — COVID-19 - Disaster Grants -
Public Assistance (Presidentially Declared Disasters), represents expenditures that were incurred
as of the end of the fiscal vear, related to project worksheets approved bv the Federal Emergency
Management Agency (FEMA)} during the fiscal year. CHRISTUS Health reported $696.426
COVID-19 related funding trom FEMA duning the fiscal vear ended June 300 2024, Of this
amount, $696.426 1 expenditures were incurred prior to the beginming of the tiscal year.

2409-1 355808 66





















CHRISTUS Health

Schedule of Findings and Questioned Costs

Year Ended June 30, 2024

Section [ — Summary of Auditor’s Results

Financial Statements

Type of auditor’s report issued on whether the
tinancial statements audited were prepared in

accordance with GAAP- Unmodified

Internal control over financtal reporting:

Material weakness(es) wentified? Yes X No
Signmificant deficiency(ies) wlentified? Yes X Nonereported
Noncompliance material to financial statements
noted? Yes X No
Federal Awards
Internal control over major federal program:
Material weaknessies) tdentified? Yes X No
Significant deficiencyties) dentified? Yes X None reported
Tvpe of auditor’s report issued on comphance for
major federal program: Unmodified
Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516¢a)? Yes X No
State Awards
Internal control over major state program:
Matenal weaknessies) dentified? Yes X No
Significant defictency(ies) wdentified? Yes X Nonereported
Type of auditor’s report 1ssued on compliance for
major state program- Unmodified
Any audit findings disclosed that are required to be
reported m accordance with the Texas Grant
Management Standards? Yes X No

2409-15558-C%
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CHRISTUS Health

Schedule of Findings and Questioned Costs (continued)

Section [ — Summary of Auditor’s Results (continued)

[dentification of major federal program:

Assistance Listing Number

Name of Federal Program or Cluster

10.557

Dollar threshold used to distinguish between
Type A and Tvpe B federal programs:

Auditee qualified as low-risk auditee?
[dentification of major state program:

Assistance Listing Number

WIC Special Supplemental Nutrition
Program tor Women. Infants. and
Children

$750,000

Yes X No

Name of State Program

N/A

Dollar threshold used to distinguish between
Type A and Type B state programs:

Auditee qualified as low-risk auditee?
Section II — Financial Statement Findings

No findings were noted.

2409-15558-C%
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CHRISTUS Health

Schedule of Findings and Questioned Costs (continued)

Section III — Federal Award Findings and Questioned Costs
No findings were noted.
Section TV — State Award Findings and Questioned Costs

No findings were noted.

2409-15558-C%
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