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KPMG LLP

Suite 3800

1300 South West Fifth Avenue
Portland, OR 97201

Independent Auditors’ Report

The Audit Committee
Hoag Hospital Foundation:

Opinion
We have audited the consolidated financial statements of Hoag Hospital Foundation and its subsidiary (the
Foundation), which comprise the consolidated balance sheets as of December 31, 2022 and 2021, and the

related consolidated statements of activities and changes in net assets, and cash flows for the years then
ended, and the related notes to the consolidated financial statements.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects, the
financial position of the Foundation as of December 31, 2022 and 2021, and the results of its operations and its
cash flows for the years then ended in accordance with U.S. generally accepted accounting principles.

Basis for Opinion

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

Responsibilities of Management for the Consolidated Financial Statements

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

In preparing the consolidated financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the Foundation’s ability to
continue as a going concern for one year after the date that the consolidated financial statements are available
to be issued.

Auditors’ Responsibilities for the Audit of the Consolidated Financial Statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and
therefore is not a guarantee that an audit conducted in accordance with GAAS will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher
than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements are considered material if there is a
substantial likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the consolidated financial statements.

KPMG LLP, a Delaware limited liability partnership and a member firm of
the KPMG global organization of independent member firms affiliated with
KPMG International Limited, a private English company limited by guarantee.



KPMG

In performing an audit in accordance with GAAS, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material misstatement of the consolidated financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures in the
consolidated financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that
are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Foundation’s internal control. Accordingly, no such opinion is expressed.

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
consolidated financial statements.

o Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that
raise substantial doubt about the Foundation’s ability to continue as a going concern for a reasonable
period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters that
we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as a
whole. The accompanying consolidating schedules are presented for purposes of additional analysis and are
not a required part of the consolidated financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and other records used to
prepare the consolidated financial statements. The information has been subjected to the auditing procedures
applied in the audit of the consolidated financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the consolidated financial statements or to the consolidated financial statements themselves, and other
additional procedures in accordance with GAAS. In our opinion, the information is fairly stated in all material
respects in relation to the consolidated financial statements as a whole.

KPMe LIP

Portland, Oregon
April 21, 2023



HOAG HOSPITAL FOUNDATION
Consolidated Balance Sheets
December 31, 2022 and 2021

(In thousands)

Assets

Cash and cash equivalents $
Investments
Donations and bequests pledged, less allowance for uncollectable
pledges and unamortized discounts
Property, plant and equipment, net of accumulated depreciation
($420 and $310, as of December 31, 2022 and 2021,
respectively)
Other assets

Total assets $
Liabilities and Net Assets

Accounts payable and accrued expenses $
Liability to annuitants and other beneficiaries
Due to Hoag Memorial Hospital Presbyterian

Total liabilities

Net assets:
Without donor restrictions
With donor restrictions

Total net assets

Total liabilities and net assets $

See accompanying notes to consolidated financial statements.

2022 2021
25,908 36,690
399,083 404,265
117,954 144,642
803 579
3,637 2,637
547,285 588,813
6,637 6,537
10,149 11,244
9,099 5,243
25,885 23,024
132,509 146,313
388,891 419,476
521,400 565,789
547,285 588,813




HOAG HOSPITAL FOUNDATION

Consolidated Statement of Activities and Changes in Net Assets

Year ended December 31, 2022

(In thousands)

Revenues, losses, and other support:
Contributions
Investment losses, net
Change in value of split-interest agreements

Net assets released from restrictions or redesignated
Total revenues, losses, and other support

Operating expenses:
Fund-raising
General and administrative

Total operating expenses

Grants to Hoag Memorial Hospital Presbyterian and
affiliates for program purposes

Grants to Hoag Memorial Hospital Presbyterian and
affiliates for property and capital additions

Total program related grants

Total operating expenses and program
related grants

Change in net assets
Net assets at beginning of year

Net assets at end of year

$

Without donor With donor
restrictions restrictions Total

17,899 25,365 43,264
(9,949) (13,495) (23,444)

— 722 722

7,950 12,592 20,542
43,177 (43,177) —
51,127 (30,585) 20,542
17,810 — 17,810

6,665 — 6,665
24,475 — 24,475
26,987 — 26,987
13,469 — 13,469
40,456 — 40,456
64,931 — 64,931
(13,804) (30,585) (44,389)
146,313 419,476 565,789
132,509 388,891 521,400

See accompanying notes to consolidated financial statements.



HOAG HOSPITAL FOUNDATION

Consolidated Statement of Activities and Changes in Net Assets

Year ended December 31, 2021

(In thousands)

Revenues, losses, and other support:
Contributions
Investment gains, net
Change in value of split-interest agreements

Net assets released from restrictions or redesignated
Total revenues, losses, and other support

Operating expenses:
Fund-raising
General and administrative

Total operating expenses

Grants to Hoag Memorial Hospital Presbyterian and
affiliates for program purposes

Grants to Hoag Memorial Hospital Presbyterian and
affiliates for property and capital additions

Total program related grants

Total operating expenses and program
related grants

Change in net assets
Net assets at beginning of year

Net assets at end of year

Without donor With donor

restrictions restrictions Total
66,241 87,329 153,570
4,504 24,335 28,839
— 10,899 10,899
70,745 122,563 193,308
68,917 (68,917) —
139,662 53,646 193,308
10,811 — 10,811
5,058 — 5,058
15,869 — 15,869
19,760 — 19,760
9,647 — 9,647
29,407 — 29,407
45,276 — 45,276
94,386 53,646 148,032
51,927 365,830 417,757
146,313 419,476 565,789

See accompanying notes to consolidated financial statements.



HOAG HOSPITAL FOUNDATION
Consolidated Statements of Cash Flows
Years ended December 31, 2022 and 2021

(In thousands)

2022 2021

Operating activities:
Change in net assets $ (44,389) 148,032
Adjustments to reconcile change in net assets to net cash used
in operating activities:

Contributions with donor restrictions (44,895) (49,838)
Changes in operating assets and liabilities:
Investments 5,182 (129,983)
Donations and bequests pledged 26,688 (11,910)
Other assets (900) (2,338)
Accounts payable and accrued expenses 100 3,283
Liability to annuitants and other beneficiaries (1,095) (983)
Change in amounts due to Hoag Memorial Hospital
Presbyterian 3,632 1,808
Net cash used in operating activities (55,677) (41,929)
Financing activities:
Proceeds from contributions with donor restrictions 44,895 49,838
Net cash provided by financing activities 44,895 49,838
Net (decrease) increase in cash and cash equivalents (10,782) 7,909
Cash and cash equivalents at beginning of year 36,690 28,781
Cash and cash equivalents at end of year $ 25,908 36,690

See accompanying notes to consolidated financial statements.



HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(1) Summary of Significant Accounting Policies

(@)

(b)

(c)

(d)

(e)

Organization

Hoag Hospital Foundation (the Foundation) is a not-for-profit corporation that raises funds to support
Hoag Memorial Hospital Presbyterian (the Hospital), a related organization. The Hospital is the sole
voting corporate member of the Foundation.

The Foundation’s bylaws provide that its Board of Directors will be elected annually by the Hospital’s
Board of Directors. Generally, all funds raised by the Foundation are distributed to, or held for the
benefit of, the Hospital. Funds of the Foundation are distributed to the Hospital in amounts determined
by the Foundation’s Board of Directors in accordance with the purposes specified by the donors.

Hoag Charity Sports, a California not-for-profit corporation, engages in charitable activities for the
benefit of the Foundation. The Foundation is the sole corporate member of Hoag Charity Sports.

Basis of Consolidation

The consolidated financial statements include the accounts of the Foundation and Hoag Charity Sports
(collectively, the Organization). All significant intercompany accounts and transactions have been
eliminated in consolidation.

Use of Estimates

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

Cash and Cash Equivalents

All highly liquid investments with an original maturity of three months or less are considered to be cash
equivalents. Cash and cash equivalents include money market investments.

Investments

Investments in debt and equity securities and commingled fixed income and equity funds with readily
determinable fair values, and all investments in mutual funds and exchange traded funds, are
measured at fair value in the consolidated balance sheets. Investments in partnerships, limited liability
companies, and similarly structured entities, including certain equity commingled funds, are measured
at fair value using the net asset value as a practical expedient. Investment income or loss (including
realized and unrealized gains and losses on investments, interest, and dividends) is included in the
change in net assets without donor restrictions unless the income or loss is restricted by donor or law.

7 (Continued)



(f)

(<))

HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Donor-Restricted Gifts

Unconditional promises to give cash and other assets are received by the Organization and reported at
fair value at the date the promise is received. Conditional promises to give and indications of intentions
to give are reported at fair value at the date the gift is received. 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. Upon expiration of a donor restriction, that is, when a stipulated time restriction ends or purpose
restriction is accomplished, net assets with donor restrictions are reclassified as net assets without
donor restrictions and reported in the consolidated statements of activities and changes in net assets
as net assets released from restrictions. Donor-restricted contributions whose restrictions are met
within the same year as received are reported as contributions without donor restrictions in the
accompanying consolidated financial statements.

Net Assets

The consolidated financial statements report net assets and changes in net assets in two classes that
are based upon the existence or absence of restrictions on use that are placed by its donors, as
follows:

() Without Donor Restrictions

Net assets without donor restrictions represent resources which are not subject to donor
restrictions and over which the board of directors of the Foundation retain control to use the funds
in order to achieve the Foundation’s purpose.

(i) With Donor Restrictions

Net assets with donor restrictions represent resources subject to donor-imposed restrictions. Some
donor-imposed restrictions are temporary in nature, such as those restricted by the donor for a
particular purpose and will be met by the passage of time or other events specified by the donor.

Other donor-imposed restrictions are to maintain resources in perpetuity. This consists
predominantly of endowment funds and charitable trusts. Donor-restricted endowment funds
represent funds that are gift instruments in which the principal is required to be invested in
perpetuity. Also included are trust funds that represent donor contributions of irrevocable trusts and
other instruments wherein the Foundation has a remainder interest in the trust assets upon the
death of the last surviving income beneficiary.

(h) Donations and Bequests Pledged

Donations and bequests of private support are recorded as revenue upon the receipt of the
unconditional promise to give. The Organization is the ultimate remainderman of certain trusts. Assets,
which relate to irrevocable, unconditional promises to give, are included in net assets with donor
restrictions, and are recorded at fair value. Distributions of income are made in accordance with trust
agreements. The Organization believes that certain donations and bequests pledged may not be
collected, and has provided an allowance for such amounts.

8 (Continued)
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Split-Interest Agreements

Split-interest agreements, which are a component of donations and bequests pledged, are
arrangements in which a donor enters into a trust or other arrangements under which the benefits of
such arrangements are distributed to a designated beneficiary or beneficiaries over the trust term or the
agreement’s term. The Organization has received contributions under charitable remainder trust
arrangements whereby the Organization serves as trustee. The contributions are recognized in the
period in which the trust is established. The assets are recorded at fair value when received and the
liability to the designhated beneficiary is recorded at the present value of the estimated future payments
to be distributed over the expected life of the beneficiary using a discount rate that reflects current
market conditions. The Organization also receives charitable remainder trusts when another trustee
holds the assets. In that case, the asset is recorded net of the liability to the designated beneficiary.
The Organization has also received contributions under charitable gift annuity arrangements whereby
the donor contributes assets in exchange for a promise by the recipient to pay a fixed amount for a
specified period of time to the donor or others designated by the donor. These donations are not
governed by a trust agreement.

Income Taxes

The Foundation and Hoag Charity Sports are exempt from federal and California state income and
franchise taxes under Section 501(c)(3) of the Internal Revenue Code and California Revenue and
Taxation Code Section 23701(d), respectively. The Foundation and Hoag Charity Sports are
recognized as public charities under Sections 509(a)(1) and 170(b)(1)(A)(vi) of the Internal Revenue
Code.

Self-Insurance

The Organization is covered by the Hospital's self-insurance policies for workers’ compensation claims
and employee health claims, subject to certain limitations. The liability risks associated with workers’
compensation in excess of $1.0 million per occurrence and employee health in excess of $0.4 million
per individual are reinsured with major independent insurance companies.

Contributed Services

The Organization receives the services of numerous unpaid volunteers in connection with fund-raising
activities. Volunteers primarily perform between 8 and 40 hours of service during certain fund-raising
events and such services are generally limited to the staffing of booths and patron assistance. The
services do not require specialized skills and therefore no revenue is recognized as a result of these
donated services.

(m) Reclassifications

Certain prior period amounts in the accompanying consolidated financial statements and notes thereto
have been reclassified to conform to current period presentation. These reclassifications had no effect
on the consolidated statements of operations or balance sheets for either period presented.

9 (Continued)



HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

(2) Investments
The composition of investments is as follows:
December 31

2022 2021
(In thousands)

Investments:
Cash and cash equivalents $ 113,374 6,656
U.S. government agency and treasury notes 8,175 17,947
Mutual funds and exchange traded funds
Public equities 22,732 21,082
Fixed income 11,386 32,188
Commaodity real return 3,715 3,413
Debt and equity securities 28,182 57,829
Equity commingled funds 25,746 99,546
Fixed income commingled funds 52,185 44,482
Hedge funds 81,846 75,973
Private equity 32,588 29,192
Real assets 19,154 15,957

Total investments $ 399,083 404,265

The Organization’s classification of “mutual and exchange traded funds” includes public equity index
exchange traded funds, and a fixed-income mutual fund which may be nondiversified under federal
securities laws and may concentrate assets in geographic regions or countries, sectors, and securities
issuers. The Organization’s classification of mutual and exchange traded funds also includes a mutual fund
which deploys a commodity real-return strategy. The mutual and exchange traded funds have daily
liquidity.

The Organization’s classification of “equity commingled funds” includes investments in commingled fund
vehicles including a limited liability company, limited partnerships, and Cayman Islands exempt companies
which invest primarily in marketable equity securities. The equity commingled funds have monthly to rolling
three year liquidity subject to certain notice requirements. The fund managers have reserved the right to
suspend redemption rights in certain circumstances.

The Organization’s classification of “fixed income commingled funds” includes investments in limited liability
companies which invest primarily in fixed income securities. Fixed income commingled funds have daily
liquidity subject to two business days’ notice. The fund managers have reserved the right to suspend
redemption rights in certain circumstances.

The Organization’s classification of “hedge funds” consists of direct and multi-manager hedge fund
investments which implement a range of alternative investment strategies, including, but not limited to,
long/short equity, credit, managers investing opportunistically across the capital structure, and other
strategies. The Organization’s investments in hedge funds have limited liquidity since shares or interests in
the hedge funds are not freely transferable and are subject to various lock-up periods, redemption rights,

10 (Continued)



HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

notice requirements and gating provisions. In addition, the hedge funds typically reserve the rights to
reduce or suspend redemptions and to satisfy redemptions by making distributions in-kind, under certain
circumstances. Additionally, certain hedge funds may hold, directly or indirectly, side pocket investments
where no redemptions are permitted until such investments are liquidated or deemed realized.

The Organization’s classification of “private equity” consists of direct and fund-of-funds private equity
investments, including private equity buyout, venture capital, energy, direct financing (debt and equity),
mezzanine, and secondary private equity funds. These private equity investments typically have investment
terms greater than ten years. The Organization may not withdraw or sell, assign or transfer its interests in
the private equity funds except in certain very limited circumstances, subject to consent by the general
partners of the funds.

The Organization’s classification of “real assets” consists of limited partnership structured investments
which invest in timberland and farmland properties, distressed real estate, real estate operating companies,
and other real estate investments, as well as energy sectors, and energy infrastructure debt. The
investment terms of the limited partnership real asset investment funds are typically greater than ten years
and the Organization may not withdraw or sell, assign or transfer its interests in these funds except in
certain very limited circumstances, subject to consent by the general partners of the funds.

The Organization’s real assets and private equity fund investments described in the preceding paragraphs,
as well as one investment classified as a hedge fund, are structured as “drawdown” funds, which means
that the Organization has committed capital to the funds and the fund managers make capital calls as the
investment opportunities develop over initial investment periods, which could last between two to six years.
The table below summarizes the Organization’s commitments and uncalled capital at December 31, 2022:

Capital Capital Uncalled
commitment contributions capital
(In thousands)

Private equity $ 65,070 44,250 20,820
Real assets 30,625 25,470 5,155
Other 2,200 1,815 385

Total $ 97,895 71,535 26,360

Investments in debt and equity securities and equity and fixed income commingled funds with readily
determinable fair values, and all investments in mutual funds and exchange traded funds are measured at
fair value. The Organization utilizes the net asset value as a practical expedient to measure fair value for its
hedge fund, private equity ,certain equity commingled funds, and real asset investments. Investment
income or loss (including realized and unrealized gains and losses on investments, interest, and dividends)

11 (Continued)



HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

is included in investment income without donor restrictions unless the income or loss is restricted by donor
or law. Net investment (losses) gains during the years ended December 31 include the following:

2022 2021
(In thousands)
Interest and dividend income $ 5,440 3,599
Net (loss) gain on investments (27,869) 27,023
Less investment fees (1,015) (1,783)
$ (23,444) 28,839

(3) Fair Value Measurements

Fair value is an exit price, representing the amount that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants. As such, fair value is a
market-based measurement that should be determined based on assumptions that market participants
would use in pricing an asset or liability. As a basis for considering such assumptions, a three-tier fair value
hierarchy prioritizes the inputs used in measuring fair value as follows:

Level 1: Pricing is based on observable inputs such as quoted prices in active markets.

Level 2: Pricing inputs are based on quoted prices for similar instruments in active markets, quoted
prices for identical or similar instruments in markets that are not active, and model-based valuation
techniques for which all significant assumptions are observable in the market or can be corroborated by
observable market data for substantially the full term of the assets or liabilities.

Level 3: Pricing inputs are generally unobservable and include situations where there is little, if any,
market activity for the investment. The inputs into the determination of fair value require management’s
judgment or estimation of assumptions that market participants would use in pricing the assets or
liabilities. The fair values are therefore determined using factors that involve considerable judgment
and interpretations, including, but not limited to, private and public comparables, third-party appraisals,
discounted cash flow models, and fund manager estimates.

Assets and liabilities measured at fair value are based on one or more of three valuation techniques
identified in the table below. Where more than one technique is noted, individual assets or liabilities were
valued using one or more of the noted techniques. The valuation techniques are as follows:

(&) Market approach: Prices and other relevant information generated by market transactions involving

identical or comparable assets or liabilities.

(b) Income approach: Techniques to convert future amounts to a single present amount based on market

expectations (including present value techniques, option-pricing, and excess-earnings models).

(c) Net asset value approach: Measurement using the net asset value as a practical expedient.

The Organization records donations and bequests pledged at fair value at the time the gift is made. Certain
gifts are made through charitable remainder trusts and similar structures, the values of which vary over

12 (Continued)



HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

time. A portion of these trusts hold investment securities and the Organization adjusts the amount of such
gifts to fair value. In some cases, the Organization is not the trustee, for which the Organization adjusts the
bequest to fair value using present value techniques based on mortality tables and discount rates that are
consistent with Internal Revenue Service (IRS) published rates.

The Organization is liable for income to beneficiaries under certain split-interest agreements. The fair
values of these liabilities are estimated using present value techniques based on mortality tables and
discount rates that are consistent with IRS published rates.

The following tables provide the methods used to measure the fair value of certain assets and liabilities.
Only assets and liabilities measured at fair value are shown in the three-tier fair value hierarchy (in
thousands).

Investments Valuation
at net technique
Level1 Level 2 Level 3 Fair value  asset value Total (a,b,c)
(In thousands)
As of December 31, 2022:

Cash and cash equivalents $ 113374 — — 113,374 — 113,374 a
U.S. government agency and treasury

notes — 8,175 — 8,175 — 8,175 a,b
Mutual and exchange traded funds:

Public equities 22,7132 — — 22,7132 — 22,7132 a

Fixed income 11,386 — — 11,386 — 11,386 a

Commodity real return 3,715 — — 3,715 — 3,715 a
Debt and equity securities 26 28,156 — 28,182 — 28,182 a,b
Equity commingled funds — — — — 25,746 25,746 c
Fixed income commingled funds — 52,185 — 52,185 — 52,185 ab
Hedge funds — — — — 81,846 81,846 c
Private equity — — — — 32,588 32,588 c
Real assets — — — — 19,154 19,154 c

$ 151,233 88,516 — 239,749 159,334 399,083
Charitable remainder trust and gift annuity:

Assets $ 10439 — 2,353 12,792 — 12,792 ab
Liabilities — — 10,149 10,149 — 10,149 ab

13 (Continued)



HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Investments Valuation
at net technique
Level 1 Level 2 Level 3 Fair value  asset value Total (a, b, c)
(In thousands)
As of December 31, 2021

Cash and cash equivalents $ 6,656 — — 6,656 — 6,656 a
U.S. government agency and treasury

notes — 17,947 — 17,947 — 17,947 a,b
Mutual funds:

Public equities 21,082 — — 21,082 — 21,082 a

Fixed income 32,188 — — 32,188 — 32,188 a

Commodity real return 3,413 — — 3,413 — 3,413 a
Debt and equity securities 16 57,813 — 57,829 — 57,829 ab
Equity commingled funds — — — — 44,482 44,482 c
Fixed income commingled funds — 99,546 — 99,546 — 99,546 ab
Hedge funds — — — — 75,973 75,973 c
Private equity — — — — 29,192 29,192 c
Real assets — — — — 15,957 15,957 c

$ 63355 175,306 — 238,661 165,604 404,265
Charitable remainder trust and gift annuity:

Assets $ 10211 — 2,708 12,919 — 12,919 ab
Liabiliies — — 11,244 11,244 — 11,244 a,b

The tables below set forth a summary of changes in the fair value of the Organization’s Level 3 financial

assets and liabilities:

Year ended December 31, 2022:
Balance, beginning of period
Total gains or losses for the period
Purchases, settlements and others, net

Balance, end of period

Year ended December 31, 2021:
Balance, beginning of period
Total gains or losses for the period
Purchases, settlements and others, net

Balance, end of period

14

Assets

Liabilities

(In thousands)

$ 2,708 11,244
(194) (1,811)
(161) 716
$ 2,353 10,149
$ 2,218 12,227
310 (369)
180 (614)
$ 2,708 11,244

(Continued)
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

The Organization received restricted pledges and contributions totaling $25.4 million and $87.3 million
during the years ended December 31, 2022 and 2021, respectively, that were subject to fair value
measurement. The restricted pledges and contributions were measured using discounted cash flow
projections as outlined in the income value approach.

Endowment

The Organization’s endowment consists of 67 individual funds established for a variety of purposes. Its
endowment includes both donor-restricted endowment funds and funds designated by the Board of
Directors of the Foundation to function as endowments. Net assets associated with endowment funds,
including funds designated by the Board of Directors to function as endowments, are classified and
reported based on the existence or absence of donor-imposed restrictions. There were no underwater
endowments as of December 31, 2022 and 2021.

The Board of Directors has interpreted the Uniform Prudent Management of Institutional Funds Act
(UPMIFA) as requiring the preservation of the fair value of the original gift as of the gift date of the
donor-restricted endowment funds absent explicit donor restrictions to the contrary. As a result of this
interpretation, the Organization classifies as net assets with donor restrictions: (a) the original value of gifts
donated to the permanent endowment, (b) the original value of subsequent gifts to the permanent
endowment and (c) accumulations to the permanent endowment made in accordance with the direction of
the applicable donor gift instrument at the time the accumulation is added to the fund. The donor-restricted
endowment fund is classified as net assets with donor restrictions until those amounts are appropriated for
expenditure by the Organization in a manner consistent with the standard of prudence prescribed by
UPMIFA. In accordance with UPMIFA, the Organization considers the following factors in making a
determination to appropriate or accumulate donor-restricted endowment funds:

a. The duration and preservation of the fund

b. The purposes of the Organization and the donor-restricted endowment fund
c. General economic conditions

d. The possible effect of inflation and deflation

e. The expected total return from income and the appreciation of investments
f.  Other resources of the Organization

g. The investment policies of the Organization

15 (Continued)



HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

The endowment net asset composition by fund type is as follows:

Without donor With donor
restrictions restrictions Total
(In thousands)

December 31, 2022:

Donor-restricted endowment funds $ — 159,820 159,820
Board-designated endowment funds 5,670 — 5,670
Total endowment funds $ 5,670 159,820 165,490

December 31, 2021:
Donor-restricted endowment funds $ — 177,405 177,405
Board-designated endowment funds 6,624 — 6,624
Total endowment funds $ 6,624 177,405 184,029

The Board of Directors has designated net assets without donor restrictions for the following purposes:

December 31
2022 2021
(In thousands)

Heart programs $ 1,876 2,044
Women’s programs 95 95
General activities 3,699 4,485

Total board-designated endowment funds $ 5,670 6,624

Changes in endowment net assets during the years ended December 31, 2022 and 2021, are as follows:

Without donor With donor
restrictions restrictions Total
(In thousands)

December 31, 2022:

Endowment net assets, beginning of period $ 6,624 177,405 184,029
Investment income 291 1,632 1,923
Net deprecation (1,613) (12,986) (14,599)
Contributions, net — (158) (158)
Appropriation of endowment assets for

expenditure 368 (7,123) (6,755)
Redesignation by donor and other — 1,050 1,050
Endowment net assets, end of period $ 5,670 159,820 165,490
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Without donor With donor
restrictions restrictions Total
(In thousands)

December 31, 2021:

Endowment net assets, beginning of period $ 8,316 156,340 164,656
Investment income 194 355 549
Net appreciation 1,001 21,673 22,674
Contributions, net — 3,030 3,030
Appropriation of endowment assets for

expenditure (2,887) (10,135) (13,022)
Redesignation by donor and other — 6,142 6,142
Endowment net assets, end of period $ 6,624 177,405 184,029

The Organization has adopted investment and spending policies for endowment assets that attempt to
provide a stream of funding to programs supported by its endowment while balancing the risk of investment
loss with the long-term preservation of purchasing power. Endowment assets include those assets of
donor-restricted funds that the Organization must hold in perpetuity or for a donor-specified period as well
as board-designated funds.

The Organization seeks to maintain the purchasing power of the endowment assets portfolio and to
achieve rates of returns which over time exceed inflation by a specified margin. To achieve its long-term
investment objectives within prudent risk constraints, the Organization develops strategic asset allocation
ranges and targets for the endowment portfolio and considers factors including, but not limited to, time
horizon, liquidity and risk tolerance. The current asset allocation targets emphasize diversification across
asset classes to manage risk and enhance returns. Actual allocations may differ from target allocations in
the short term or during periods of significant market fluctuations. In addition, the Organization confirms the
asset allocation ranges on an annual basis and updates the investment policy and/or target allocations, as
needed, if there is a significant change in capital market expectations and/or investment objectives,
including spending requirements. The Organization seeks to achieve returns which will compare favorably
to the returns of the applicable markets and representative peers.

The Organization’s policy allows the Board of Directors to determine a spending rate from endowment
investments on an annual basis, which is subject to change. In establishing this policy, the Organization
considers the fair value and long-term expected return on its endowment and the factors described above.
The spending rate was 5.00% in 2022 and 2021.
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Donations and Bequests Pledged

Unconditional promises to give are generally recognized as contribution revenue when the promises are
made at fair value, which is determined by the present value of the expected future payments. The
amounts of pledges and bequests, net of any discount and allowance for doubtful accounts, receivable in
one year or less, from one to five years, and after five years are as follows:

December 31
2022 2021
(In thousands)

Due in one year or less $ 23,927 27,374
Due after one year through five years 44,287 53,170
Due after five years 55,045 60,151
123,259 140,695

Less allowance for uncollectible pledges (3,898) (4,032)
Less unamortized discount (23,219) (15,130)
Pledges receivable, net 96,142 121,533

Split-interest agreements (charitable remainder trusts and other) 21,812 23,109
$ 117,954 144,642

Pledges receivable at December 31, 2022 include approximately $10.3 million restricted for endowments
and $77.9 million restricted for the benefit of neuroscience, cancer, heart and other programs.

The fair value of pledges receivable was determined by calculating the net present value of the estimated
future cash flows using a discount rate at the time the pledge was made, which ranges between 0.13% and
5.00%. The discount rate was determined by the IRS discount rate table based on the term of the pledges.

The Organization has received contributions from various types of split-interest agreements in which the
Organization is the trustee, including charitable remainder trusts, charitable gift annuities and life interest in
real estate agreements. Under a charitable gift annuity arrangement, the Organization recognizes the
contribution in the period in which the contract is executed. Adjustments to the fair value of the assets,
amortization of the discount, and changes in the actuarial assumptions used during the term of the trust or
agreement are recorded as change in value of split-interest agreements in the accompanying consolidated
statements of activities and changes in net assets.

Split-Interest Agreements

The Organization is a beneficiary of charitable remainder trust assets contributed by donors under
unconditional, irrevocable agreements held by independent trustees or other fiscal agents. Where known,
assets have been included at their estimated fair value in the accompanying consolidated financial
statements. In some cases, the estimated fair value of such assets cannot be determined due to
confidentiality provisions or other factors and, accordingly, such assets are not included in the
accompanying consolidated financial statements.
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

The Organization is also the beneficiary of various charitable remainder trusts that are revocable. The
value of certain of these trusts has not been disclosed to the Organization and cannot be reasonably
estimated. Assets that relate to revocable trusts or conditional promises to give, for which the Organization
is not a trustee, are not included in the accompanying consolidated financial statements. The Organization
recognizes these contributions as revenue when the amounts are received or when the promise to give
becomes unconditional.

The Organization also received life interest in real estate contributions, whereby the title of the real property
is transferred to the Organization at the point of contribution. Donor imposed restrictions exist on the use of
the real property, and the property cannot be sold until the death of the donor. The Organization has
elected to keep the value of these real estate contributions at the fair value at the donation date.
Oftentimes, the agreement also allows the donor to reside in the donated property for remainder of the
term, with the donor remaining responsible for the executory costs. In those situations, the Organization
has recorded a use obligation based on estimated fair value of rent revenue that the Organization is
forgoing by entering into such agreements.

The Organization received contributions related to split-interest agreements totaling $3.7 million and
$2.0 million during the years ended December 31, 2022 and 2021, respectively.

Year ended December 31, 2022

Charitable
Charitable gift remainder Life interest
annuities trusts in real estate Total

(In thousands)

Assets:
Donation and bequests pledged $ 9,314 3,478 9,020 21,812

Total assets $ 9,314 3,478 9,020 21,812

Liabilities and net assets:
Liability to annuitants and other
beneficiaries $ 6,438 413 3,298 10,149
Net assets 2,876 3,065 5,722 11,663

Total liabilities and
net assets $ 9,314 3,478 9,020 21,812
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Year ended December 31, 2021

Charitable
Charitable gift remainder Life interest
annuities trusts in real estate Total

(In thousands)

Assets:
Donation and bequests pledged $ 9,026 3,893 10,190 23,109

Total assets $ 9,026 3,893 10,190 23,109

Liabilities and net assets:
Liability to annuitants and other
beneficiaries $ 6,727 485 4,032 11,244
Net assets 2,299 3,408 6,158 11,865

Total liabilities and
net assets $ 9,026 3,893 10,190 23,109

(7) Net Assets with Donor Restrictions
Restricted net assets are time restricted or are available for the following purposes:
December 31

2022 2021
(In thousands)

Education programs $ 23,071 25,864
Women'’s programs 41,077 44,469
Heart programs 40,494 46,528
Neuro programs 55,904 59,092
Cancer programs 75,293 83,276
Other programs 153,052 160,247

$ 388,891 419,476
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

December 31
2022 2021
(In thousands)

Donor-restricted endowments subject to spending policy and

appropriation $ 159,820 177,405
Perpetual trusts and split-interest agreements 11,662 11,865
Subject to expenditure for specified purposes 139,674 137,546
Subject to passage of time 77,735 92,660

$ 388,891 419,476

(8) Net Assets Released from Restrictions or Redesignated

Net assets were released from donor restrictions by incurring expenses satisfying the restricted purposes
or by occurrence of other events specified by donors. Net assets were also redesignated between
programs by donors. The activity for the periods ended are as follows:

Years ended December 31

2022 2021
Purpose restrictions accomplished (redesignated):

Women’s programs $ 3,469 3,131
Heart programs 4,411 6,590
Cancer programs 7,649 6,902
Education programs 1,276 1,478
Other programs 26,372 50,816

Total restrictions released $ 43,177 68,917

(9) Functional Classification of Expenses

The costs of program and supporting services activities have been summarized in the statements of
activities and changes in net assets. The expense analysis in the table below presents the natural
classification of expenses by function. Accordingly, certain costs have been allocated among the programs
and supporting services benefited. The financial statements report certain categories of expenses that are
attributed to more than one program or support function. The expenses that are allocated include salaries
and benefits, occupancy, and office expenses which are allocated based on the full-time equivalent
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

employee count for fundraising and general and administrative staff. Other costs are classified in each
functional category based on the underlying purpose of each transaction.

Year ended December 31, 2022

Program Total operating
expenses Operating expenses expenses
Program General and and program
related grants Fund-raising administrative related grants
Grants to Hoag Memorial Hospital
Presbyterian and affiliates $ 40,456 — — 40,456
Salaries and benefits — 8,872 3,669 12,541
Occupancy — 862 364 1,226
Office expense — 65 22 87
Purchased senices — 3,345 1,147 4,492
Professional senices — 626 262 888
Other — 4,040 1,201 5,241
$ 40,456 17,810 6,665 64,931

Year ended December 31, 2021

Program Total operating
expenses Operating expenses expenses
Program General and and program
related grants Fund-raising administrative related grants
Grants to Hoag Memorial Hospital
Presbyterian and affiliates $ 29,407 — — 29,407
Salaries and benefits — 7,277 3,895 11,172
Occupancy — 739 418 1,157
Office expense — 116 60 176
Purchased senices — 1,405 — 1,405
Professional senices — 378 217 595
Other — 896 468 1,364
$ 29,407 10,811 5,058 45,276
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HOAG HOSPITAL FOUNDATION
Notes to Consolidated Financial Statements
December 31, 2022 and 2021

Liquidity and Availability

The Organization regularly monitors liquidity required to meet its ongoing operating needs, liabilities, and
other obligations as they become due. As the Organization exists to benefit the Hospital, the majority of the
financial assets recorded by the Organization are not available to support the Organization’s operating
needs.

In addition to financial assets available to meet general expenditures over the next twelve months, the
Organization anticipates collecting sufficient revenue to cover general expenditures.

As of December 31, 2022 and 2021, $307.3 million, or 77%, and $324.9 million, or 80%, respectively, of
the Organization’s total investments could readily be made available within one year of the date of the
consolidated balance sheet date to meet general expenditures.

Related-Party Transactions

The Hospital leases employees, facilities, and equipment to the Organization, and also provides other
administrative services, including cash management, accounting, risk management and other management
services. The Organization incurred costs of approximately $13.1 million and $12.6 million for the years
ended December 31, 2022 and 2021, respectively, with the Hospital for these services which is included in
the fundraising and general and administrative expense in the consolidated statements of activities.

Retirement Plan

The Organization participates in the Hospital’s 401(k) plan in which substantially all employees who meet
certain defined eligibility criteria are eligible. The plan provides for a Safe Harbor Non-elective 3%
contribution by the Hospital, and an additional discretionary matching contribution by the Hospital of 50%
(up to 4% of gross wages) of eligible employee contributions. The Organization’s portion of such
contributions to the plan is included in the fees charged to the Organization by the Hospital.

Subsequent Events

The Organization has evaluated subsequent events occurring between the end of the most recent fiscal
year ended December 31, 2022 and April 21, 2023, the date on which the accompanying consolidated
financial statements were available to be issued.
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HOAG HOSPITAL FOUNDATION
Consolidating Balance Sheet Schedule
December 31, 2022

(In thousands)

Hoag Hoag
Hospital Charity

Assets Foundation Sports Eliminations Consolidated
Cash and cash equivalents $ 24,432 1,476 — 25,908
Investments 399,083 — — 399,083

Donations and bequests pledged, net of allowance for doubtful
accounts and unamortized discounts 117,954 — — 117,954
Property, plant and equipment, net of accumulated depreciation 803 — — 803
Other assets 769 2,768 — 3,537
Total assets $ 543,041 4,244 — 547,285

Liabilities and Net Assets
Accounts payable and accrued expenses $ 2,903 3,734 — 6,637
Liability to annuitants and other beneficiaries 10,149 — — 10,149
Due to Hoag Memorial Hospital Presbyterian 7,702 1,397 — 9,099
Total liabilities 20,754 5,131 — 25,885
Net assets:

Without donor restrictions 133,137 (887) 259 132,509
With donor restrictions 389,150 — (259) 388,891
Total net assets 522,287 (887) — 521,400
Total liabilities and net assets $ 543,041 4,244 — 547,285

See accompanying independent auditors’ report.
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Revenues, losses, and other support:
Contributions
Investment gains, net
Change in value of split-interest agreements

Net assets released from restrictions or redesignated
Total revenues, losses, and other support

Operating expenses:
Fund-raising
General and administrative

Total operating expenses

Grants to Hoag Memorial Hospital Presbyterian and
affiliates for program purposes

Grants to Hoag Memorial Hospital Presbyterian and
affiliates for property and capital additions

Total program related grants

Total operating expenses and program
related grants

Change in net assets
Net assets at beginning of year

Net assets at end of year

See accompanying independent auditors’ report.

$

$

HOAG HOSPITAL FOUNDATION

Consolidating Schedule of Activities and Changes in Net Assets

Year ended December 31, 2022

(In thousands)

Without donor restrictions

With donor restrictions

Hoag Hoag Hoag
Hospital Charity Hospital

Foundation Sports Eliminations Total Foundation Eliminations Total Consolidated
11,100 6,799 — 17,899 25,365 — 25,365 43,264
(9,949) — — (9,949) (13,495) — (13,495) (23,444)
— — — — 722 — 722 722
1,151 6,799 — 7,950 12,592 — 12,592 20,542
1,151 6,799 — 7,950 12,592 — 12,592 20,542
12,390 5,420 — 17,810 — — — 17,810
5,310 1,355 — 6,665 — — — 6,665
17,700 6,775 — 24,475 — — — 24,475
26,987 — — 26,987 — — — 26,987
13,469 — — 13,469 — — — 13,469
40,456 — — 40,456 — — — 40,456
58,164 6,767 — 64,931 — — — 64,931
(57,013) 32 — (56,981) 12,592 — 12,592 (44,389)
146,973 (919) 259 146,313 419,735 (259) 419,476 565,789
89,960 (887) 259 89,332 432,327 (259) 432,068 521,400
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