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Report of Independent Auditors 

To the Board of Trustees of 
The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 

Report on the Consolidated Financial Statements 

We have audited the accompanying consolidated financial statements of The Children’s Hospital of 
Philadelphia Foundation and Controlled Affiliates (the “Enterprise”), which comprise the consolidated 
balance sheets as of June 30, 2021 and 2020, and the related consolidated statements of operations, of 
changes in net assets, and of cash flows for the years then ended and the related notes to the financial 
statements.   

Management’s Responsibility for the Consolidated Financial Statements 

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

Auditors’ Responsibility 

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

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

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the financial position of The Children’s Hospital of Philadelphia and Controlled Affiliates as of 
June 30, 2021 and 2020, and the results of its operations, its changes in net assets and its cash flows for 



 

  

the years then ended in accordance with accounting principles generally accepted in the United States of 
America.   
 
 
Emphasis of Matter 

As discussed in Note 6 to the consolidated financial statements, the Enterprise changed the manner in 
which it accounts for leases in 2021.  Our opinion is not modified with respect to this matter. 

Other Matters 

Other Information (Consolidating Information) 

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements 
as a whole.  The consolidating information is the responsibility of management and was derived from and 
relates directly to the underlying accounting and other records used to prepare the consolidated financial 
statements.  The consolidating information has been subjected to the auditing procedures applied in the 
audit of the consolidated financial statements and certain additional procedures, including comparing and 
reconciling such information directly to the underlying accounting and other records used to prepare the 
consolidated financial statements or to the consolidated financial statements themselves and other 
additional procedures, in accordance with auditing standards generally accepted in the United States of 
America.  In our opinion, the information is fairly stated, in all material respects, in relation to the 
consolidated financial statements taken as a whole. The consolidating information is presented for 
purposes of additional analysis of the consolidated financial statements rather than to present the 
financial position, results of operations and cash flows of the individual entities and is not a required part 
of the financial statements. Accordingly, we do not express an opinion on the financial position, results of 
operations and cash flows of the individual entities. 
 

Other Information (Schedules of Expenditures of Federal and State Awards) 

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements 
as a whole.  The accompanying schedule of expenditures of federal awards, schedule of expenditures of 
New Jersey state financial assistance awards, and the supplemental statements of program expenditures 
and program revenues of City of Philadelphia awards for the year ended June 30, 2021 are presented for 
purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform 
Administrative Requirements, Cost Principles, Audit Requirements for Federal Awards (Uniform 
Guidance), New Jersey Department of the Treasury State Grant Compliance Supplement, and the City of 
Philadelphia Subrecipient Audit Guide, which incorporates the guidance from the Uniform Guidance and 
are not a required part of the consolidated financial statements.  As described in Note 1 to the schedule of 
expenditures of federal awards, the accompanying schedule of expenditures of federal awards, schedule of 
expenditures of New Jersey state financial assistance awards, and supplemental statements of program 
expenditures and program revenues of City of Philadelphia awards were prepared on the cash basis, which 
is a comprehensive basis of accounting other than accounting principles generally accepted in the United 
States of America.  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 schedule of expenditures of federal awards and the supplemental statements of program 
expenditures and program revenues of City of Philadelphia awards for the year ended June 30, 2021  have 



 

  

been subjected to the auditing procedures applied in the audit of the consolidated financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the consolidated financial statements or to the 
consolidated financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America.  In our opinion, the schedule of 
expenditures of federal awards, and supplemental statements of program expenditures and program 
revenues of City of Philadelphia awards are fairly stated, in all material respects on the basis of accounting 
described in Note 1, in relation to the consolidated financial statements as a whole. 

The Schedule of Expenditures of New Jersey State Financial Assistance Awards for the year ended 
June 30, 2021 on page 62 has not been subjected to the auditing procedures applied in the audit of the 
consolidated financial statements and, accordingly, we do not express an opinion or provide any assurance 
on it. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated September 30, 
2021 on our consideration of the Enterprise’s internal control over financial reporting and on our tests of 
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other 
matters for the year ended June 30, 2021.  The purpose of that report is solely to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing and not to 
provide an opinion on the effectiveness of internal control over financial reporting or on compliance. That 
report is an integral part of an audit performed in accordance with Government Auditing Standards in 
considering the Enterprise’s internal control over financial reporting and compliance. 
 

 
 

Philadelphia, Pennsylvania 

September 30, 2021
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ASSETS 

 

June 30, 2021 

 

June 30, 2020 
Current assets   

Cash $ 631,766,000 $ 715,362,000 
Receivables for patient services 598,415,000 365,225,000 
Current portion of pledges receivable, net 19,248,000 23,048,000 
Due from third parties 29,329,000 16,265,000 
Other receivables 96,391,000 98,250,000 
Current portion of assets limited as to use 69,072,000 51,686,000 
Supplies, drugs and prepaid expenses 47,563,000 59,074,000 

Total current assets 1,491,784,000 1,328,910,000 
 

Assets limited as to use 
  

Board designated 3,112,731,000 2,046,515,000 
Restricted by donors 410,016,000 303,887,000 
Trustee-held construction and debt service fund 40,968,000 23,571,000 
Trustee-held for self-insurance and other 377,677,000 286,888,000 

Noncurrent assets limited as to use 3,941,392,000 2,660,861,000 
Investments 690,900,000 579,158,000 
Land, buildings and equipment at cost, net 3,100,508,000 2,818,825,000 
Operating lease right-of-use asset 193,258,000 - 
Pledges receivable, net 70,958,000 66,025,000 
Long-term notes receivable 20,910,000 20,910,000 
Other long-term assets and receivables 30,202,000 25,838,000 

Total assets $9,539,912,000 $7,500,527,000 
 

LIABILITIES AND NET ASSETS 
  

Current liabilities   

Current portion of long-term debt $ 21,119,000 $ 19,581,000 
Current portion of operating lease liabilities 21,801,000 - 
Accounts payable and accrued expenses 648,684,000 497,195,000 

Total current liabilities 691,604,000 516,776,000 

Long-term debt, net 1,322,514,000 848,116,000 
Other liabilities 312,863,000 289,213,000 
Operating lease liabilities 171,457,000 - 
Accrued pension cost 11,342,000 10,839,000 

Total liabilities 2,509,780,000 1,664,944,000 
 

NET ASSETS 
  

Without donor restriction 6,366,424,000 5,287,497,000 
With donor restriction 663,708,000 548,086,000 

Total net assets 7,030,132,000 5,835,583,000 
Total liabilities and net assets $9,539,912,000 $7,500,527,000 
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  June 30,  
 2021 2020 

REVENUES AND OTHER SUPPORT   

Patient service revenue $ 2,697,764,000 $ 2,533,001,000 
Contributions 20,929,000 11,600,000 
Research revenue 303,972,000 249,875,000 
Other operating revenue and gains 203,475,000 143,918,000 
CARES Act Funding 114,802,000 54,275,000 

Total revenues and other support 3,340,942,000 2,992,669,000 
 

EXPENSES 
  

Salaries, wages and professional fees 1,573,858,000 1,480,329,000 
Employee benefits 398,576,000 364,798,000 
Supplies 394,510,000 388,406,000 
Purchased services and other expenses 491,661,000 470,631,000 
Depreciation 245,689,000 233,492,000 
Interest and amortization 21,907,000 21,285,000 

Total expenses 3,126,201,000 2,958,941,000 
 

Operating Income 
 

214,741,000 
 

33,728,000 

Dividend and Interest income, net 26,763,000 37,151,000 
Earnings allocations (16,430,000) (16,730,000) 
Realized gains on investments 182,504,000 67,752,000 
Change in unrealized gains/(loss) on investments 361,051,000 (25,711,000) 
Sponsorship 1,092,000 (355,000) 
Change in fair value of derivatives 14,000 17,000 
Gains/(Loss) on alternative investments 305,011,000 (57,558,000) 
Gains on equity method investments - 204,083,000 
Other components of net periodic benefit costs (1,402,000) (3,706,000) 
Pension settlement - (161,154,000) 
Non-controlling interest (403,000) (376,000) 

Excess of revenue over expenses 1,072,941,000 77,141,000 

Change in fair value of derivatives 4,111,000 616,000 
Pension related changes other than net periodic benefit costs (697,000) 196,904,000 
Net assets released from restrictions for capital 3,102,000 1,639,000 
External funding for capital - 2,725,000 
Transfer (to) / from net assets with donor restriction (530,000) (82,000) 

Increase in net assets without donor restriction $ 1,078,927,000 $ 278,943,000 
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Years Ended June 30, 2021 and 2020 
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  June 30,  
 2021 2020 

NET ASSETS WITHOUT DONOR RESTRICTION   

Excess of revenues over expenses $ 1,072,941,000 $ 77,141,000 
Pension adjustment (697,000) 196,904,000 
Change in fair value of derivatives 4,111,000 616,000 
Net assets released from restrictions for capital 3,102,000 1,639,000 
External funding for capital - 2,725,000 
Transfer (to) / from net assets with donor restriction, net (530,000) (82,000) 

Increase in net assets without donor restriction 1,078,927,000 278,943,000 
 

NET ASSETS WITH DONOR RESTRICTION 

  

Contributions 67,921,000 75,489,000 
Interest and dividend income 2,242,000 3,068,000 
Realized gains on investments 16,984,000 5,549,000 
Change in unrealized gains/(loss) on investments 64,961,000 (6,872,000) 
Net assets released from restrictions for operations (36,385,000) (41,336,000) 
Net assets released from restrictions for capital (3,102,000) (1,639,000) 
Increase in value of perpetual trusts 2,471,000 82,000 
Transfer (to) / from net assets without donor restriction, net 530,000 82,000 

Increase in net assets with donor restriction 115,622,000 34,423,000 
 

Increase in net assets 

 

1,194,549,000 

 

313,366,000 

 
NET ASSETS 

  

Beginning of Year 5,835,583,000 5,522,217,000 

End of Period $ 7,030,132,000 $ 5,835,583,000 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
Consolidated Statements of Cash Flows 
Years Ended June 30, 2021 and 2020 

The accompanying notes are an integral part of these consolidated financial statements. 
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  June 30,  
 2021 2020 

CASH FLOWS FROM OPERATING ACTIVITIES   

Increase in net assets $1,194,549,000 $313,366,000 
Adjustments to reconcile increase in net assets to net cash   

provided by operating activities   

Depreciation and amortization 244,801,000 232,193,000 
Contributions restricted for endowment and capital (47,118,000) (28,591,000) 
Realized gains on investments (199,488,000) (73,301,000) 
Change in unrealized (gains) losses on investments (733,494,000) 90,058,000 
Change in equity method (loss) / gain on sale of shares - (204,083,000) 
Change in fair value of derivatives (4,125,000) (632,000) 
Pension adjustment 697,000 32,044,000 
Receivables for patient services (233,190,000) 162,407,000 
Other current assets 13,370,000 (75,679,000) 
Pledges receivable (1,133,000) (4,068,000) 
Other long term assets (3,476,000) (19,873,000) 
Accounts payable and accrued expenses 173,129,000 16,712,000 
Accrued pension cost (194,000) (68,577,000) 
Amounts due from third parties, net (13,064,000) 17,244,000 
Other liabilities 195,107,000 23,460,000 
Other bond related accounts (3,265,000) (1,166,000) 

Net cash provided by operating activities 583,106,000 411,514,000 
CASH FLOWS FROM INVESTING ACTIVITIES   
Purchase of land, buildings and equipment (716,344,000) (377,546,000) 
Purchase of investments (2,149,430,000) (1,844,873,000) 
Sale of investments 1,697,696,000 1,630,452,000 

Net cash used by investing activities (1,168,078,000) (591,967,000) 
CASH FLOWS FROM FINANCING ACTIVITIES   
Repayment of long-term debt (20,799,000) (28,408,000) 
Proceeds from new debt 500,000,000 - 
Contributions restricted for endowment and capital 47,118,000 28,591,000 

Net cash provided by financing activities 526,319,000 183,000 
 

Net decrease in cash and restricted cash 
 

(58,653,000) 
 

(180,270,000) 

Cash, cash equivalents and restricted cash 
  

Beginning of Year 857,898,000 1,102,256,000 
End of Year $799,245,000 $921,986,000 

 
Supplemental disclosure of cash flow information 

  

Cash paid for interest, net of capitalized interest $16,397,000 $20,855,000 
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June 30, 2021 and 2020 
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1. Organization and Summary of Significant Accounting Policies 

 
The Children’s Hospital of Philadelphia Foundation (the “Foundation”) and The Children’s Hospital 
of Philadelphia (“CHOP”) are Pennsylvania nonprofit tax-exempt corporations. The Foundation is 
the parent corporation of CHOP and raises charitable contributions to support the tax-exempt 
activities of CHOP. In July 2002, the Foundation and CHOP formed an “Obligated Group” with 
J.P. Morgan Trust Company as Trustee. Also included in the operating results of the Obligated 
Group are the following entities: CHOP Clinical Associates, Inc. (“Clinical Associates”), The 
Children’s Hospital of Philadelphia Practice Association (“CHOPPA”), First Medical Insurance 
Company (“RRG”), Bache Lewis and Penrose LLC, 4865 Market Street Associates LP and 1700 
Broad Street Inc. 

 
CHOP was founded in 1855 and is the nation’s first hospital dedicated exclusively to pediatrics. 
The hospital strives to be the world leader in the advancement of health care for children by 
integrating excellent patient care, innovative research and quality professional education into all its 
programs. CHOP is an integrated pediatric health care delivery system that provides quaternary 
and acute level pediatric services as well as emergency, primary, specialty, homecare and poison 
control care for children. CHOP has fostered some of the nation’s pioneers in pediatric medicine 
and continues to be the premier training ground for future pediatric leaders. Its educational 
program includes one of the largest pediatric residency programs in the country. The hospital is 
also committed to researching and finding cures for chronic and fatal pediatric illnesses through its 
extensive research program. 

 
CHOP is the controlling corporation of Children’s Anesthesiology Associates, Ltd., Children’s 
Health Care Associates, Inc., Children’s Surgical Associates, Ltd., and Radiology Associates of 
Children’s Hospital, Inc. (collectively, together with their New Jersey counterparts and their 
affiliates, the “Practice Plans”). The Practice Plans represent the physician service departments at 
CHOP in anesthesiology and critical care medicine, pediatrics, surgery and radiology, respectively. 
They provide and bill for medical professional clinical services performed at CHOP or in connection 
with CHOP programs, provide teaching services at CHOP and at the University of Pennsylvania 
School of Medicine, and engage in research activities at CHOP. The Practice Plans are not part of 
the Obligated Group and have no obligation with respect to the Obligated Group debt. 

 
Clinical Associates is a New Jersey nonprofit corporation engaged in the practice of medicine in 
New Jersey exclusively for charitable, educational and scientific purposes by providing medical and 
closely allied professional services to the public, engaging in medical education and working to 
improve the welfare of children, all in support of CHOP. The sole member of Clinical Associates is 
a member of the medical staff of CHOP, who is licensed to practice medicine in New Jersey. 
Through an operating agreement between CHOP and Clinical Associates, CHOP provides funding 
for Clinical Associates’ activities. In addition, through a services agreement, CHOP provides 
management services including billing for Clinical Associates’ revenues and payment of all 
operating expenses. Reimbursement for management services is paid from Clinical Associates 
practice revenues. 

 
CHOPPA was formed for the purposes of (a) billing for behavioral health services and 
(b) developing, supporting, and operating a University-affiliated, multi-disciplinary, academic 
pediatric group practice whose activities include (but are not limited to) the provision of clinical and 
clinical support services, the promotion of teaching, undergraduate, and post-graduate medical 
education, and research. CHOP is the sole member of CHOPPA. 

 
RRG is a wholly owned risk retention group domiciled in Vermont and owned principally by CHOP 
with other tax-exempt CHOP affiliates owning the remaining interests. 
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Bache Lewis and Penrose LLC is a wholly owned holding company that holds assets to cover 
professional liability and workers compensation. 

 
4865 Market Street Associates, L.P. is a limited partnership and a Qualified Active Low Income 
Community Business. 

 
1700 Broad Street Inc. is a Pennsylvania non-profit corporation and is a corporation related to a 
project between the City of Philadelphia and CHOP to create a new South Philadelphia Family 
Care Center. The center includes a CHOP primary care practice, a city health center, a branch of 
the Free Library, and a recreational facility with a playground. 

 
CHOP is the controlling corporation of PGH Development Corporation (“PGHDC”). PGHDC results 
are included in the consolidated financial statements. PGHDC is not part of the Obligated Group 
and has no obligation with respect to the Obligated Group debt. 

 
The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates are comprised of the 
Obligated Group, Practice Plans and PGHDC, which constitute the “Enterprise.” 

 
A summary of significant accounting policies observed by the Children’s Hospital of Philadelphia 
Foundation and Controlled Affiliates is as follows: 

 
Principles of Consolidation 
The accompanying consolidated financial statements of the Enterprise include the accounts of the 
Foundation, CHOP, Clinical Associates, CHOPPA, RRG, Bache Lewis and Penrose, LLC, 4865 
Market Street Associates LP, 1700 Broad Street Inc., PGHDC and the Practice Plans. The 
consolidated financial statements have been prepared in accordance with accounting principles 
generally accepted in the United States of America. All significant inter-company transactions and 
accounts have been eliminated. 

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

 
Financial Statement Presentation 
The Enterprise has reported information regarding its financial position and operations according to 
its two classes of net assets: net assets without donor restriction and net assets with donor 
restriction. 

 
Contributions received are recorded as with or without donor restriction, depending on the 
existence and/or nature of any donor restrictions. Net assets with donor restriction have been 
restricted by donors to a specific time period or purpose or have been restricted by donors to be 
maintained by the Enterprise in perpetuity. Net assets without donor restriction are those whose 
use has not been limited by a donor to a specific period of time or purpose or are donor-restricted 
contributions whose restrictions have been met within the same reporting period. 

 
Prior Year Results 
Certain prior year amounts have been reclassified to conform to current year presentation. This 
includes a reclassification of payor categories for patient revenue and concentration of credit risk. 
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Excess of Revenues over Expenses 
The consolidated statements of operations include excess of revenues over expenses. Changes in 
net assets without donor restrictions which are excluded from excess of revenues over expenses, 
consistent with industry practice, include net assets released from restrictions for capital, external 
funding for capital, pension adjustments, transfers to / from net assets with restriction and the 
change in fair value of certain derivatives. 

 
Use of Estimates 
The preparation of financial statements in conformity with accounting principles generally accepted 
in the United States of America requires management to make estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and 
expenses during the reporting period. Actual results could differ from those estimates. The most 
significant estimates relate to implicit price concessions, contractual allowances, alternative 
investments and self-insurance reserves. 

 
Cash 
Cash includes cash amounts in non-interest-bearing and interest-bearing accounts. Cash 
equivalents consist of investments in highly liquid securities with a maturity of three months or less. 

 
At June 30, 2021 and 2020, the Enterprise has cash and cash equivalents in major financial 
institutions which exceed Federal Depository Insurance limits. These financial institutions have 
strong credit ratings and management believes that credit risk related to these deposits is minimal. 

 
The following table provides a reconciliation of cash, cash equivalents and restricted cash reported 
within the balance sheet that sum to amounts shown in the statement of cash flows. 

 
 2021 2020 

Cash $ 631,766,000 $ 715,362,000 
Cash equivalents and restricted cash 

included in other investments 
167,479,000 

   
142,536,000 

   
   $ 799,245,000       $ 857,898,000   

 
Amounts included in cash, cash equivalents, and restricted cash represent $631,766,000 of 
operating cash, $167,391,000 in our investment portfolio, $33,000 in funds limited to use for 
emergency construction costs for PGHDC and $55,000 in funds restricted for the payment of 
capital invoices for PGHDC. 

 
Inventory Valuation 
Inventories which are included in supplies, drugs and prepaid expenses on the balance sheet are 
generally stated at the lower of average cost or market value. 

 
Assets Limited as to Use and Investments 
Assets limited as to use include assets held by trustees under indenture agreements, and self- 
insurance agreements and designated assets set aside by the Board of Trustees (the “Board”) for 
future capital improvements as well as research and clinical investments, over which the Board 
retains control and may at its discretion subsequently use for other purposes, and assets which 
have been set aside to meet restrictions by the donors. Amounts required to meet certain current 
liabilities of the Enterprise have been classified as current assets in the balance sheet at June 30, 
2021 and 2020. The current portion of assets limited as to use is primarily for unfunded liabilities 
related to self-insurance. 
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Non-alternative investments and assets limited as to use are stated at fair value. The fair value of 
all debt and equity securities with a readily determinable fair value is based on quotations obtained 
from national securities exchanges. Investment income or loss (including realized gains and losses 
on investments, interest, and dividends) is included in excess of revenues over expenses. The 
Enterprise recognized an investment return, net of $804,801,000 and $225,717,000, for the years 
ended June 30, 2021 and 2020, respectively. 

 
Alternative Investments are invested through private partnerships and primarily include private 
equity investments, real assets and hedge funds. These investments, with the exception of certain 
real assets in exchange traded funds, are not readily marketable, and are recorded at net asset 
value (“NAV”) with the exception of other investments recorded using the equity method of 
accounting. The gains and losses on these investments are included in the excess of revenues 
over expenses. The Enterprise reviews and evaluates the values provided by the investment 
managers and agrees with the valuation methods and assumptions used in determining the value 
of the alternative investments. Because alternative investments are not readily marketable, their 
estimated value is subject to uncertainty and, therefore, may differ from the value that would have 
been used had a ready market for such investments existed. Such differences could be material. 
As of June 30, 2021 and 2020, the Enterprise had unfunded commitments relating to these net 
asset value investments of $381,747,000 and $312,844,000 respectively. 

 
Investment securities, in general, are exposed to various risks, such as interest rate, credit and 
overall market volatility risks. Due to the level of risks associated with certain investment securities, 
it is reasonably possible that changes in the value of investments could occur in the near term and 
that such changes could materially affect the amounts reported in the accompanying consolidated 
balance sheets. 

 
Accounts Receivable 
Accounts receivable consist primarily of amounts owed by various governmental agencies, 
insurance companies and patients. This are represented on the balance sheet as receivables for 
patient services, pledge receivables, due from third party and other receivables. The Enterprise 
manages these receivables by regularly reviewing the accounts and contracts and by recording 
appropriate price concessions. The estimates for implicit price concessions are based upon 
management’s assessment of historical write-offs and expected net collections, business and 
economic conditions, trends in federal, state and private employer health care coverage and other 
collection indicators. Management relies on the results of detailed reviews of historical write-offs 
and collections as the primary source of information in estimating the collectability of the accounts 
receivables. The Enterprise performs an analysis utilizing historical accounts receivable collection 
and write-off data. The Enterprise believes its quarterly updates to the estimated implicit price 
concession amounts at each of its hospital facilities provide reasonable valuation estimates of the 
Enterprise’s revenues and accounts receivable. 

 
Land, Buildings and Equipment 
Land, buildings and equipment are recorded at cost for purchased items and at fair value for 
contributed items. Major renewals and improvements are capitalized while maintenance repairs are 
expensed when incurred. Depreciation is recognized over the estimated useful life of each class of 
depreciable asset and is computed using the straight-line method. 

 
Other Long Term Assets and Receivables 
Other long term assets and receivables include, but are not limited to, an estimated amount related 
to the Medical Care Availability and Reduction of Error Fund (“MCARE”) recoveries. The MCARE 
recovery has an offsetting liability in Other Liabilities. 
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Accounting for Long-Lived Assets 
The Enterprise assesses its assets for impairment whenever events or changes in circumstances 
indicate that the carrying amount of a respective asset that the Enterprise expects to hold and use 
may not be recoverable. In addition, the Enterprise periodically assesses the estimated useful lives 
as appropriate. 

 
Accounts Payable and Accrued Expenses 
Accounts payable and accrued expenses include, but are not limited to, trade accounts payables, 
accrued wages and related state and federal income taxes payable, accrued paid personal leave 
for employees and accrued employee healthcare related expenses. 

 
Other Liabilities 
Other liabilities include, but are not limited to, deferred revenue related to research activities, 
reserves for unfunded liabilities, reserves for MCARE liabilities, deferred employee compensation 
fair value of derivative financial instruments and other deferred liabilities. 

 
Patient Service Revenue 
Patient Service revenues are reported at the amount that reflects the consideration to which the 
Enterprise expects to be entitled in exchange for providing patient care. These amounts are due 
from patients, third-party payors (including health insurers and government programs) and others. 
Generally, the Enterprise bills the patient and third-party payors several days after the services are 
performed and/or the patient is discharged from the facility. Revenue is recognized as performance 
obligations are satisfied. 

 
Performance obligations are determined based on the nature of the services provided by the 
Enterprise. Revenue for performance obligations satisfied over time is recognized based on actual 
charges incurred in relation to total expected or actual charges. The Enterprise believes that this 
method provides a faithful depiction of the transfer of services over the term of the performance 
obligation based on the inputs needed to satisfy the obligation. Generally, performance obligations 
satisfied over time relate to patients in our hospitals receiving inpatient acute care services. The 
Enterprise measures the performance obligation from admission into the hospital to the point when 
it is no longer required to provide services to that patient, which is generally at the time of 
discharge. Revenue for performance obligations satisfied at a point in time is recognized when 
goods or services are provided and the Enterprise does not believe it is required to provide 
additional goods or services to the patient. 

 
Because all of its performance obligations relate to contracts with a duration of less than one year, 
the Enterprise has elected to apply the practical expedient provided in FASB ASC 606-10-50-14(a) 
and, therefore, is not required to disclose the aggregate amounts of the transaction price allocated 
to performance obligations that are unsatisfied or partially unsatisfied at the end of the reporting 
period. These performance obligations are primarily related to inpatient acute care services at the 
end of the reporting period. The performance obligations for these contracts are generally 
completed when the patients are discharged, which generally occurs within days or weeks of the 
end of the reporting period. 
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The Enterprise determines its transaction price by assessing the estimates of contractual 
adjustments and discounts based on contractual agreements, its discount policies, and historical 
experience. Management continually reviews the contractual estimation process to consider and 
incorporate updates to laws and regulations and the frequent changes in managed care contractual 
terms resulting from contract renegotiations and renewals. Estimates of contractual adjustments 
under managed care and commercial insurance plans are based upon the payment terms specified 
in the related contractual agreements. The payment arrangements with third-party payers provide 
for payments to the Enterprise at amounts different from its established rates. Amounts the 
Enterprise receives for treatment of patients covered by governmental programs and third-party 
payors as well as directly from patients are subject to both explicit and implicit price concessions. 
The Enterprise estimates these price concessions using contractual agreements, discount policies, 
and historical experience. The Enterprise records price concessions in the period of service based 
on the analysis and consideration of these factors. 

 
Patient service revenue, net of explicit and implicit price concessions, recognized in the period from 
these major payor sources, is as follows: 

 
 

  2021   

 Inpatient Outpatient Professional Fees Total 

Blue Cross/Blue Shield $ 415,849,000 $ 351,828,000 $ 324,473,000 $ 1,092,150,000 
Medical Assistance 65,631,000 16,381,000 2,585,000 84,597,000 
MA-Managed Care 333,011,000 175,233,000 114,057,000 622,301,000 
Commercial 170,799,000 118,148,000 112,069,000 401,016,000 
Aetna 150,415,000 126,298,000 94,652,000 371,365,000 
Self Pay 1,121,000 1,702,000 5,673,000 8,496,000 
Other 39,015,000 17,811,000 7,012,000 63,838,000 
International 38,388,000 9,208,000 6,405,000 54,001,000 

 $1,214,229,000 $ 816,609,000 $ 666,926,000 $ 2,697,764,000 
   

 
2020 

  

 Inpatient Outpatient Professional Fees Total 

Blue Cross/Blue Shield $ 352,521,000 $ 316,156,000 $ 335,192,000 $ 1,003,869,000 
Medical Assistance 54,426,000 27,286,000 (10,784,000) 70,928,000 
MA-Managed Care 286,934,000 164,667,000 68,111,000 519,712,000 
Commercial 158,683,000 115,522,000 112,076,000 386,281,000 
Aetna 146,963,000 120,365,000 93,088,000 360,416,000 
Self Pay 1,211,000 1,082,000 4,344,000 6,637,000 
Other 51,780,000 15,343,000 2,405,000 69,528,000 
International 57,864,000 37,277,000 20,489,000 115,630,000 

 $ 1,110,382,000 $ 797,698,000 $ 624,921,000 $ 2,533,001,000 
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Generally, patients who are covered by third-party payers are responsible for related deductibles 
and coinsurance, which vary in amount. The Enterprise also provides services to uninsured 
patients, and offers those uninsured patients a discount, either by policy or law, from standard 
charges. The Enterprise estimates the transaction price for patients with deductibles and 
coinsurance and from those who are uninsured based on historical experience and current market 
conditions. The initial estimate of the transaction price is determined by reducing the standard 
charge by any contractual adjustments, discounts, and implicit price concessions. The Enterprise 
has elected the practical expedient allowed under FASB ASC 606-10-32-18 and does not adjust 
the promised amount of consideration from patients and third-party payors for the effects of a 
significant financing component due to the Enterprises expectation that the period between the 
time the service is provided to a patient and the time that the patient or a third-party payor pays for 
that service will be one year or less. Estimated implicit price concessions are recorded for all 
uninsured accounts, which includes uninsured patients and uninsured copayment and deductible 
amounts for patients who have health care coverage, regardless of the aging of those accounts. An 
increase in the level of uninsured patients to the Enterprise could have an unfavorable impact on 
the Enterprise’s future operating results. 

 
Charity Care 
CHOP and Practice Plans provide care to patients who meet certain criteria under charity care 
policies without charge or at amounts less than their established charges. Because CHOP and 
Practice Plans do not pursue collection of amounts determined to qualify as charity care, they are 
not reported as revenue. The estimated cost of providing the charity services was $5,791,000 and 
$3,834,000 in 2021 and 2020, respectively. The estimated costs were based on a calculation 
which multiplied the percentage of operating expenses for the hospital to gross charity care 
charges. The percentage of cost to gross charges is calculated based on the total operating 
expenses for the hospital divided by gross patient service revenue for those facilities. An increase 
in the level of uninsured patients to our facilities and the resulting adverse trends in the implicit 
price concessions and charity care provided could have a material unfavorable impact on our future 
operating results. 

 
Research Revenue 
CHOP receives grant and contract revenue from governmental and private sources. In 2021 and 
2020, grant and contract revenue earned totaled $304,094,000 and $263,933,000, respectively. 
CHOP recognizes revenue associated with the direct and the applicable indirect costs of federally 
sponsored programs as the related costs are incurred. For the majority of its grants, CHOP has 
determined that there is no exchange back to the granting authority. Therefore, CHOP accounts 
for these grants under the contribution model, which is outside the scope of ASC 606 and revenue 
is recognized as conditions are met. CHOP negotiates its federal indirect rate with its cognizant 
federal agency. Indirect costs recovered on federally-sponsored programs are generally based on 
predetermined reimbursement rates which are stated as a percentage and distributed based on the 
modified total direct costs incurred. Indirect costs recovered on all other grants and contracts are 
based on rates negotiated with the respective sponsors. 

 
CHOP receives contributions in the form of conditional government grants. The grants are carried 
out for research activities that benefit the general public and not for the government’s own use. 
The grants are considered conditional due to the need to first spend the awarded funds on 
qualifying expenses and a right of return exists for unexpended funds. The grants are reimbursed 
after the expenses have been incurred. CHOP has conditional contributions for which the 
conditions have not been met of $216,165,000 and $272,508,000 at June 30, 2021 and 2020, 
respectively. 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
Notes to Consolidated Financial Statements 
June 30, 2021 and 2020 

 
15 

 

 

 
Other Operating Revenue 
Other operating revenue and gains consists of contributions released from restriction, specialty 
pharmacy revenue, one-time payment for payor contributions and other miscellaneous operating 
revenue. Other miscellaneous operating revenues are accounted for under ASC 606. CHOP has 
conditional contributions related to special purpose funds for which the conditions have not been 
met of $60,158,000 and $50,102,000 at June 30, 2021 and 2020, respectively. 

 
CARES Act Stimulus Funding Revenue 
In January 2020, the World Health Organization declared the novel strain of coronavirus (“COVID- 
19”) a Public Health Emergency of International Concern. The COVID-19 pandemic has caused a 
disruption to our nation’s healthcare system. Such disruption includes reduction in availability of 
staffing and reductions in the availability of personal protective equipment to prevent spread of the 
disease during patient treatment. “Stay at home” orders were issued for Pennsylvania on April 1, 
2020 and for New Jersey in March 21, 2020. The stay at home orders for Pennsylvania and New 
Jersey were lifted in June 2020, with certain restrictions still in place. Healthcare organizations 
continue to respond to the COVID-19 crisis as the situation is dynamic and evolving on a daily 
basis. CHOP’s response to the pandemic reflects this dynamic environment. CHOP’s primary 
objective is to protect the health and safety of its employees and their families; patients, and their 
families; and the community at large. The pandemic caused a significant decrease in patient days, 
procedures and visits. With the restrictions on travel, out of area and international business has 
slowed significantly. While out of area patients have slowly begun to return to the main campus, 
international patients continue to be limited except in emergent cases, although CHOP continues to 
monitor potential international cases for when travel to the US becomes available. Emergency 
Department (“ED”) visits were also significantly negatively impacted. 

 
On March 27, 2020, the Federal Government passed the CARES Act (Coronavirus Aid, Relief, and 
Economic Stimulus Act), which allotted $175 billion dollars to healthcare providers and suppliers 
through Medicare reimbursements, grants and other direct federal payments for which CHOP and 
the Practice Plans qualified. CARES Act proceeds received from the Department of Health and 
Human Services as of June 30, 2020 were $54,275,000. In the year ended June 30, 2021, the 
Enterprise received additional CARES Act provider relief funding of $114,937,000. The Enterprise 
recognized $114,802,000 within CARES Act funding on the consolidated statement of operations. 
The remaining $135,000 is being held as deferred revenue on the other liabilities line on the balance 
sheet. The Enterprise recognized revenue related to the CARES Act provider relief funding based 
on information contained in laws and regulations, as well as interpretations issued by the Department 
of Health and Human Services (HHS), governing the funding that was publicly available at June 30, 
2020 and 2021. 

 
HHS requires the hospital and practice plans to identify healthcare related expenses attributable to 
coronavirus that another source has not reimbursed. If those expenses do not exceed the funding 
received the hospital and practice plans will need to demonstrate that the remaining provider relief 
funds were used for a negative change in calendar year 2020 patient care operating income 
compared to calendar year 2019. The same process was applied for calendar year 2021. HHS is 
entitled to recoup amounts in excess of the negative change in patient care operating income 
reported net of healthcare related expenses attributable to coronavirus. 

 
Income Taxes 
The Foundation, CHOP, Practice Plans and other corporations included in the consolidated 
financial statements (other than the LLC) are corporations that are recognized as exempt from 
federal income tax pursuant to Section 501(c)(3) of the Internal Revenue Code (“IRC”). The LLC is 
a disregarded entity and included in CHOP. 
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Fair Value Measurements 
Fair value is defined as the exchange price that would be received for an asset or paid to transfer a 
liability (an exit price) in the principal or most advantageous market for the asset or liability in an 
orderly transaction between market participants on the measurement date. 

 
Observable inputs reflect market data obtained from sources independent of the reporting entity 
and unobservable inputs reflect the entities own assumptions about how market participants would 
value an asset or liability based on the best information available. 

 
Valuation techniques used to measure fair value must maximize the use of observable inputs and 
minimize the use of unobservable inputs. The fair value hierarchy based on three levels of input, of 
which the first two are considered observable and the last unobservable, that may be used to 
measure fair value. 

 
The following describes the hierarchy of inputs used to measure fair value and the primary 
valuation methodologies used by the Enterprise for financial instruments measured at fair value on 
a recurring basis. The three levels of inputs are as follows: 

 
• Level 1 – Unadjusted quoted prices in active markets for identical assets or liabilities. 

 
• Level 2 – Inputs other than Level 1 that are observable, either directly or indirectly, such 

as quoted prices for similar assets or liabilities; quoted prices in markets that are not 
active; or other inputs that are observable or can be corroborated by observable market 
data for substantially the same term of the assets or liabilities. 

 
• Level 3 – Unobservable inputs that are supported by little or no market activity and that 

are significant to the fair value of the assets or liabilities. 
 

A financial instrument’s categorization within the valuation hierarchy is based upon the lowest level 
of input that is significant to the fair value measurement. 

 
The carrying amounts reported on the consolidated balance sheets for cash, accounts receivable, 
accounts payable and accrued expenses approximates their fair value. The fair value of assets 
limited as to use and investments are included in Notes 4 and 5, respectively. 

 
Recent Accounting Pronouncements 
In February 2016, the FASB issued ASU-842, Leases. This standard requires lessees to recognize 
assets and liabilities for the rights and obligations created by leases with terms in excess of 12 
months. The recognition, measurement, and presentation of expenses and cash flows arising from 
a lease will primarily depend on its classification as a finance or operating lease. The accounting by 
lessors remains largely unchanged. This standard was effective for fiscal years beginning after 
December 15, 2018 with an option to defer a year which CHOP elected. The Enterprise adopted 
this standard effective July 1, 2020 and utilized the modified retrospective transition method with no 
adjustments to comparative periods presented in the consolidated financial statements. All prior 
period results will continue to be presented under legacy guidance based on the accounting 
standards originally in effect for such period. The Enterprise elected the package of practical 
expedients available under the transition provisions of the new lease standard that allows the carry 
forward of historical conclusions on whether an existing contract is or contains a lease, the 
classification of existing leases and the treatment of direct costs. See Footnote 6 for further details. 

 
In August 2018, the FASB issued ASU 2018-13, Disclosure Frameworks – Changes to the 
Disclosure Requirements for Fair Value Measurements, which modify the disclosure requirements 
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on fair value measurements in Topic 820, Fair Value Measurement, based on the concepts in the 
Concepts Statement, including the consideration of costs and benefits. ASU 2018-13 is effective for 
fiscal years beginning after December 15, 2019. The adoption did not have a material impact to the 
consolidated financial statements disclosures beginning in fiscal year 2021. 

 
2. Net Assets 

 
Net assets with donor restriction have restrictions based on the following: 1) restricted as to use by 
the Enterprise to a specific time period or purpose as directed by the donor or 2) the original value 
of gifts donated to the Enterprise through a permanent endowment, 3) the original value of 
subsequent gifts to the Enterprise through a permanent endowment, or 4) accumulations to the 
permanent endowment in accordance with applicable donor gift instruments. 

 
The Enterprise follows the Pennsylvania Uniform Principal and Income Act (“Pennsylvania Act”) to 
govern the investment, use and management of the endowment funds. The Pennsylvania Act 
allows a non-profit to elect to spend between 2% and 7% of the endowment market value, 
determined at least annually and averaged over a period of three or more preceding years. The 
Children’s Hospital of Philadelphia board has elected a 5% spending rule. 

 
The Enterprise considers the following factors in determining if donor-restricted endowment funds 
are accumulated or appropriated: 

 
1) the duration and preservation of the fund 

 
2) the purposes of the Enterprise’s donor-restricted endowment funds 

 
3) general economic conditions 

 
4) effect of possible inflation or deflation 

 
5) the expected total investment return and appreciation of investments 

 
6) other resources of the Enterprise 

 
7) investment policies of the Enterprise 

 
The Enterprise’s net assets with donor restriction consist of individual endowment accounts. Unless 
otherwise directed by the donor, gifts received for endowments are invested in accordance with the 
Enterprise’s investment policy. Unless otherwise directed by the donor, the Enterprise annually 
appropriates a certain percentage of each endowment fund, which is then available for spending in 
accordance with the donor’s intent. In order to preserve the real value of a donor’s gift and to 
sustain funding consistent with donor intent, the annual appropriation rate is set to strike a 
reasonable balance between long-term objectives of preserving and growing each endowment fund 
for the future and providing stable, annual appropriations. 

 
There are no donor restricted endowment funds where the market value is less than the historic gift 
amount (“underwater”). 

 
Board-designated funds are funds that are spent following board approval or have a specific board 
resolution. 
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The June 30, 2021 endowment net asset composition by type of fund consisted of the following: 

 
 Without Restriction With Restriction Total 

Donor-restricted funds $ - $ 370,277,000 $ 370,277,000 
Investments 427,954,000 - 427,954,000 
Board-designated funds 2,648,371,000 - 2,648,371,000 

 $ 3,076,325,000 $ 370,277,000 $ 3,446,602,000 
 

Changes in endowment net assets for the fiscal year ended June 30, 2021 consisted of the 
following: 

 
 Without Restriction With Restriction Total 

Endowment net assets,    

beginning of year $ 2,327,438,000 $ 275,609,000 $ 2,603,047,000 
Investment return:    

Investment income 18,541,000 2,229,000 20,770,000 
Net appreciation    
(realized and unrealized) 741,859,000 80,804,000 822,663,000 
Total investment return 760,400,000 83,033,000 843,433,000 

Contributions 59,301,000 22,096,000 81,397,000 
Transfers 39,847,000 241,000 40,088,000 
Amounts appropriated for   - 

expenditures (110,661,000) (10,702,000) (121,363,000) 
 $ 3,076,325,000 $ 370,277,000 $ 3,446,602,000 

 
The June 30, 2020 endowment net asset composition by type of fund consisted of the following: 

 
 Without Restriction With Restriction Total 

Donor-restricted funds $ - $ 275,609,000 $ 275,609,000 
Investments 346,571,000 - 346,571,000 
Board-designated funds 1,980,867,000 - 1,980,867,000 

 $ 2,327,438,000 $ 275,609,000 $ 2,603,047,000 
 

Changes in endowment net assets for the fiscal year ended June 30, 2020 consisted of the 
following: 

 
 

 Without Restriction With Restriction Total 
Endowment net assets,    

beginning of year $ 2,108,467,000 $ 263,474,000 $ 2,371,941,000 
Investment return:    

Investment income 24,877,000 3,048,000 27,925,000 
Net appreciation    

(realized and unrealized) (17,878,000) (1,362,000) (19,240,000) 
Total investment return 6,999,000 1,686,000 8,685,000 

Contributions 246,332,000 20,500,000 266,832,000 
Transfers 90,880,000 (122,000) 90,758,000 
Amounts appropriated for    

expenditures (125,240,000) (9,929,000) (135,169,000) 
 $ 2,327,438,000 $ 275,609,000 $ 2,603,047,000 
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Net assets with donor restriction at June 30, 2021 and 2020 are available for the following purpose: 

 
 2021 2020 

Endowment $ 370,038,000 $ 275,609,000 
Special purpose, Pledges & Other 174,321,000 166,864,000 
Research 88,699,000 80,634,000 
Perpetual trusts 26,413,000 23,942,000 
Capital improvements   4,237,000     1,037,000   

    $ 663,708,000      $ 548,086,000   
 
 

3. Pledges Receivable 
 

Pledges receivable consists of private gifts and grants promised from individuals, corporations, 
foundations or other organizations. 

 
Unconditional promises to give cash and other assets are reported at fair value at the date the 
promise is received. Restricted promises are reported as net assets with donor restrictions if they 
are received with donor stipulations that limit the use of the donated assets to a specific time period 
or purpose. The Enterprise is using an average discount rate of 3.82% for all pledge receivables. 

 
Pledges receivable are expected to be realized in the following periods: 

 
 2021 2020 

Less than one year $ 19,248,000 $ 23,048,000 
One to five years 62,052,000 63,264,000 
Thereafter   22,000,000     15,000,000   

 103,300,000 101,312,000 
Less: Present value discount   (11,919,000)     (11,084,000)   

 91,381,000 90,228,000 
Less: Allowance for uncollectible pledges   (1,175,000)     (1,155,000)   

 90,206,000 89,073,000 
Less: Current portion   (19,248,000)     (23,048,000)   

   $ 70,958,000     $ 66,025,000   
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4. Assets Limited as to Use 

 
Assets limited as to use are comprised of the following at June 30, 2021: 

 
    Net Asset Value  
 Level 1 Level 2 Level 3 Investments Total 

Board-designated      
Cash, cash equivalents 
and money market 

 
$ 74,676,000 

 
$ - 

 
$ - 

 
$ - 

 
$ 74,676,000 

Corporate and municipal 
bonds 

 
- 

 
710,356,000 

 
42,619,000 

 
- 

 
752,975,000 

Domestic and foreign 
equities 

 
64,244,000 

 
676,876,000 

 
186,724,000 

 
- 

 
927,844,000 

U.S. government securities - 117,096,000 - - 117,096,000 
Private Equity, Real Assets 
& Hedge Funds 

 
- 

 
- 

 
14,105,000 

 
1,226,035,000 

 
1,240,140,000 

 138,920,000 1,504,328,000 243,448,000 1,226,035,000 3,112,731,000 
Restricted by donors      
Cash, cash equivalents 
and money market 

 
10,667,000 

 
- 

 
73,000 

 
- 

 
10,740,000 

Corporate and municipal 
bonds 

 
- 

 
36,127,000 

 
7,975,000 

 
- 

 
44,102,000 

Domestic and foreign 
equities 

 
9,197,000 

 
96,895,000 

 
30,399,000 

 
- 

 
136,491,000 

U. S. government 
securities 

 
- 

 
16,762,000 

 
- 

 
- 

 
16,762,000 

Private Equity, Real Assets 
& Hedge Funds 

 
- 

 
- 

 
- 

 
175,508,000 

 
175,508,000 

Perpetual Trusts - - 26,413,000 - 26,413,000 
 19,864,000 149,784,000 64,860,000 175,508,000 410,016,000 

 
Held by trustee under 
debenture agreement 

     

Cash, cash equivalents 
and money market 

 
40,968,000 

 
- 

 
- 

 
- 

 
40,968,000 

 40,968,000 - - - 40,968,000 

 
Self insurance 

     

Cash, cash equivalents 
and money market 

 
23,954,000 

 
- 

 
- 

 
- 

 
23,954,000 

Corporate and municipal 
bonds 

 
- 

 
72,928,000 

 
5,130,000 

 
- 

 
78,058,000 

Domestic and foreign 
equities 

 
27,151,000 

 
81,481,000 

 
22,477,000 

 
- 

 
131,109,000 

U. S. government 
securities 

 
- 

 
47,330,000 

 
- 

 
- 

 
47,330,000 

Private Equity, Real Assets 
& Hedge Funds 

 
- 

 
- 

 
- 

 
141,083,000 

 
141,083,000 

Other - - 25,215,000 - 25,215,000 
 51,105,000 201,739,000 52,822,000 141,083,000 446,749,000 

Less: Current portion (20,893,000) (48,179,000) - - (69,072,000) 
 30,212,000 153,560,000 52,822,000 141,083,000 377,677,000 
  

$ 229,964,000 
 

$ 1,807,672,000 
 

$ 361,130,000 
 

$ 1,542,626,000 
 

$ 3,941,392,000 
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Assets limited as to use are comprised of the following at June 30, 2020: 

 
    Net Asset Value  
 Level 1 Level 2 Level 3 Investments Total 

Board-designated      
Cash, cash equivalents 
and money market 

 
$ 71,630,000 

 
$ - 

 
$ - 

 
$ - 

 
$ 71,630,000 

Corporate and municipal 
bonds 

 
- 

 
361,610,000 

 
41,146,000 

 
- 

 
402,756,000 

Domestic and foreign 
equities 

 
38,904,000 

 
506,395,000 

 
138,054,000 

 
- 

 
683,353,000 

U.S. government 
securities 

 
59,000 

 
52,807,000 

 
- 

 
- 

 
52,866,000 

Private Equity, Real 
Assets & Hedge Funds 

 
- 

 
- 

 
8,725,000 

 
827,185,000 

 
835,910,000 

 110,593,000 920,812,000 187,925,000 827,185,000 2,046,515,000 
Restricted by donors      
Cash, cash equivalents 
and money market 

 
9,947,000 

 
- 

 
62,000 

 
- 

 
10,009,000 

Corporate and municipal 
bonds 

 
- 

 
42,411,000 

 
7,330,000 

 
- 

 
49,741,000 

Domestic and foreign 
equities 

 
5,415,000 

 
70,488,000 

 
22,353,000 

 
- 

 
98,256,000 

U. S. government 
securities 

 
8,000 

 
7,351,000 

 
- 

 
- 

 
7,359,000 

Private Equity, Real 
Assets & Hedge Funds 

 
- 

 
- 

 
- 

 
115,141,000 

 
115,141,000 

Perpetual Trusts - - 23,381,000 - 23,381,000 
 15,370,000 120,250,000 53,126,000 115,141,000 303,887,000 

 
Held by trustee under 
debenture agreement 

     

Cash, cash equivalents 
and money market 

 
23,571,000 

 
- 

 
- 

 
- 

 
23,571,000 

 23,571,000 - - - 23,571,000 

 
Self insurance 

     

Cash, cash equivalents 
and money market 

 
20,311,000 

 
- 

 
- 

 
- 

 
20,311,000 

Corporate and municipal 
bonds 

 
153,000 

 
82,783,000 

 
4,533,000 

 
- 

 
87,469,000 

Domestic and foreign 
equities 

 
21,651,000 

 
55,791,000 

 
15,210,000 

 
- 

 
92,652,000 

U. S. government 
securities 

 
1,063,000 

 
21,664,000 

 
- 

 
- 

 
22,727,000 

Private Equity, Real 
Assets & Hedge Funds 

 
- 

 
- 

 
- 

 
91,134,000 

 
91,134,000 

Other - - 24,281,000 - 24,281,000 
 43,178,000 160,238,000 44,024,000 91,134,000 338,574,000 

Less: Current portion (16,251,000) (35,435,000) - - (51,686,000) 
 26,927,000 124,803,000 44,024,000 91,134,000 286,888,000 
  

  $ 176,461,000  
 

$ 1,165,865,000  
 

$ 285,075,000  
 

$ 1,033,460,000  
 

$ 2,660,861,000   
 
 

Level 3 investments are largely comingled investment funds utilizing total market value for pricing. 
For level 3 investments with no observable inputs, reasonable attempts are made to obtain a price 
from an independent source. Real estate holdings are priced on relevant business days with an 
evaluation price based on the total value of the security for the share of the holdings. Net asset 
value investments relating to private equity, real estate and hedge funds are recorded at net asset 
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value (“NAV”) with the exception of Spark Therapeutics and other investments recorded using the 
equity method of accounting and are not required to be included as Level 1, 2 or 3. 

 
The following table displays information by asset class for assets limited to use that are measured 
using NAV as a practical expedient as of June 30, 2021: 

 
 Fair Value Redemption 

Frequency 
Redemption 

Notice Period 
Unfunded 

Commitments 
Equity Funds $ - Monthly/Quarterly 20-90 days $ - 
Hedge Funds 418,616,000 Monthly/Quarterly 20-90 days - 
Real Estate 85,206,000 Annually Over 12 months 20,219,000 
Venture Capital, Private 
Equity and Other 

 
  977,033,000  

 
Annually 

 
Over 12 months 

 
  317,996,000   

 $1,480,855,000   $ 338,215,000 
 
 

The following table displays information by asset class for assets limited to use that are measured 
using NAV as a practical expedient as of June 30, 2020: 

 
 Fair Value Redemption 

Frequency 
Redemption 

Notice Period 
Unfunded 

Commitments 
Equity Funds $ - Monthly/Quarterly 20-90 days $ - 
Hedge Funds 310,163,000 Monthly/Quarterly 20-90 days - 
Real Estate 103,183,000 Annually Over 12 months 34,715,000 
Venture Capital, Private 
Equity and Other 

 
  620,114,000   

 
Annually 

 
Over 12 months      

 
240,873,000   

 $ 1,033,460,000   $ 275,588,000 
 

Equity Funds: Commingled equity funds with a focus on energy and hard assets. Strategies involve 
Exchange Traded Funds that invest in both publicly traded companies as well as emerging 
markets. 

 
Hedge Funds: Consists of private equity hedge funds. Strategies can be broadly diversified or 
narrowly focused and can range in terms of levels of net exposure. 

 
Real Estate: Private equity partnerships with investments in real estate properties. Strategies focus 
in the United States but can cross geographic. 

 
Venture Capital and Private Equity: Investments in private equity partnerships. Strategies can be 
broadly diversified or narrowly focused and can range in terms of levels of net exposure. 

 
In 2013, CHOP established a for-profit company, Spark Therapeutics, Inc. (“Spark”). CHOP 
received its initial investment in common stock in consideration for the transfer of intellectual 
property rights and the assignment of contracts to Spark in connection with a technology 
assignment agreement. CHOP and Spark also entered into a research services agreement. CHOP 
is accounting for its investment in Spark under the equity method. 

 
During fiscal year 2020, CHOP sold 1,954,957 shares of Spark Therapeutic. As a result of these 
sales, CHOP no longer has an ownership interest at June 30, 2020. CHOP recorded equity in 
losses of ($5,556,000) in 2020.  The gain recorded for the year ended June 30, 2020 was 
$209,212,000. 
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The following table is a roll forward for the balance sheet amounts for financial instruments 
classified by the Enterprise within Level 3 of the fair value hierarchy defined above. 

 
 Fair value Unrealized Realized   Fair value 
  

2020 
Gains 

(Losses) 
Gains 

(Losses) 
 

Sales 
 

Purchases 
 

2021 
Cash, Cash 

Equivalents & 
Money Markets 

 

$ 62,000 

 

$ - 

 

$ - 

 

$ - 

 

$ 11,000 

 

$ 73,000 
Corporate & 

Municipal Bonds 
 

53,009,000 
 

(5,338,000) 
 

6,489,000 
 

(28,342,000) 
 

29,906,000 
 

55,724,000 
Domestic & 

Foreign Equities 
 

175,617,000 
 

56,039,000 
 

9,661,000 
 

(17,237,000) 
 

15,520,000 
 

239,600,000 
Private Equity, 

Real Assets & 
Hedge Funds 

 

8,725,000 

 

266,663,000 

 

131,035,000 

 

(747,200,000) 

 

354,882,000 

 

14,105,000 
Perpetual Trusts 

Held by 3rd Party 
 

23,381,000 
 

3,032,000 
 

- 
 

- 
 

- 
 

26,413,000 
Other 24,281,000 934,000 - - - 25,215,000 

    $ 285,075,000      $ 321,330,000       $ 147,185,000     $ (792,779,000)       $ 400,319,000        $ 361,130,000   

  
Fair value 

 
Unrealized 

 
Realized 

   
Fair value 

 2019 Gains 
(Losses) 

Gains 
(Losses) Sales Purchases 2020 

Cash, Cash 
Equivalents & 
Money Markets 

 
 

$ 83,000 

 
 

$ - 

 
 

$ - 

 
 

$ (21,000) 

 
 

$ - 

 
 

$ 62,000 
Corporate & 

Municipal Bonds 
 

50,490,000 
 

1,319,000 
 

- 
 

(177,000) 
 

1,377,000 
 

53,009,000 
Domestic & 

Foreign Equities 
 

182,271,000 
 

(11,199,000) 
 

1,333,000 
 

(825,000) 
 

4,037,000 
 

175,617,000 
Private Equity, 

Real Assets & 
Hedge Funds 

 

1,924,000 

 

(41,961,000) 

 

9,414,000 

 

(159,289,000) 

 

198,637,000 

 

8,725,000 
Perpetual Trusts 

Held by 3rd Party 
 

23,859,000 
 

(478,000) 
 

- 
 

- 
 

- 
 

23,381,000 
Other 24,916,000 (635,000) - - - 24,281,000 

     $ 283,543,000      $ (52,954,000)        $ 10,747,000     $ (160,312,000)       $ 204,051,000     $ 285,075,000   

 
 

Included above, in restricted by donors are funds held in trust by others in perpetuity for the benefit 
of the Enterprise, which have been recorded in net assets with donor restriction at fair market value 
at $26,413,000 at June 30, 2021 and $23,381,000 at June 30, 2020. 

 
 

5. Investments 
 

Investments are comprised of the following at June 30, 2021: 
 

    Net Asset Value  
 Level 1 Level 2 Level 3 Investments Total 

Cash, cash equivalents and money market $ 17,213,000 $ - $ 20,000 $ - $ 17,233,000 
Corporate and municipal bonds 106,720,000 39,729,000 7,123,000 - 153,572,000 
Domestic and foreign equities 171,208,000 106,558,000 30,462,000 - 308,228,000 
U. S. government securities - 18,434,000 - - 18,434,000 
Private Equity, Real Assets & Hedge Funds - - - 193,260,000 193,260,000 
Accrued Interest 173,000 - - - 173,000 

 $ 295,314,000 $ 164,721,000 $ 37,605,000 $ 193,260,000 $ 690,900,000 
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Investments are comprised of the following at June 30, 2020: 

 
    Net Asset Value  

 Level 1 Level 2 Level 3 Investments Total 
Cash, cash equivalents and money market $ 17,000,000 $ - $ 14,000 $ - $ 17,014,000 
Corporate and municipal bonds 96,622,000 51,462,000 7,258,000 - 155,342,000 
Domestic and foreign equities 148,169,000 85,531,000 24,111,000 - 257,811,000 
U. S. government securities 10,000 8,919,000 - - 8,929,000 
Private Equity, Real Assets & Hedge Funds - - 350,000 139,712,000 140,062,000 
Accrued Interest - - - - - 

     $ 261,801,000      $ 145,912,000      $ 31,733,000      $ 139,712,000     $ 579,158,000   

 
Level 3 investments are largely comingled investment funds utilizing total market value for pricing. 
Alternative investments, except certain real assets, are accounted at net asset value or under the 
equity method of accounting and are not required to be included as Level 1, 2 or 3. 

 
The following table displays information by investments that are measured using NAV as a 
practical expedient as of June 30, 2021: 

 Fair Value Redemption 
Frequency 

Redemption 
Notice Period 

Unfunded 
Commitments 

Equity Funds $ - Monthly/Quarterly 20-90 days $ - 
Hedge Funds 52,156,000 Monthly/Quarterly 20-90 days - 
Real Estate 10,616,000 Annually Over 12 months 2,519,000 
Venture Capital, Private Equity and Other   121,731,000   Annually Over 12 months   39,620,000   

 $184,503,000   $ 42,139,000 
 
 

The following table displays information by investments that are measured using NAV as a 
practical expedient as of June 30, 2020: 

 Fair Value Redemption 
Frequency 

Redemption 
Notice Period 

Unfunded 
Commitments 

Equity Funds $ - Monthly/Quarterly 20-90 days $ - 
Hedge Funds 41,931,000 Monthly/Quarterly 20-90 days - 
Real Estate 13,949,000 Annually Over 12 months 4,693,000 
Venture Capital, Private Equity and Other   83,832,000   Annually Over 12 months     32,563,000   

 $ 139,712,000   $ 37,256,000 
 

Equity Funds: Commingled equity funds with a focus on energy and hard assets. Strategies involve 
Exchange Traded Funds that invest in both publicly traded companies as well as emerging 
markets. 

 
Hedge Funds: Consists of private equity hedge funds. Strategies can be broadly diversified or 
narrowly focused and can range in terms of levels of net exposure. 

 
Real Estate: Private equity partnerships with investments in real estate properties. Strategies focus 
in the United States but can cross geographic. 

 
Venture Capital and Private Equity: Investments in private equity partnerships. Strategies can be 
broadly diversified or narrowly focused and can range in terms of levels of net exposure. 
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The following table is a roll forward for the balance sheet amounts for financial instruments 
classified by the Enterprise within Level 3 of the fair value hierarchy defined above. 

 
 Fair value Unrealized Realized   Fair value 
 2020 Gains 

(Losses) 
Gains 

(Losses) 
Sales Purchases 2021 

Cash, Cash Equivalents & Money Markets $ 14,000 $ - $ - $ - $ 6,000 $ 20,000 
Corporate & Municipal Bonds 7,258,000 (594,000) 722,000 (3,155,000) 2,892,000 7,123,000 
Domestic & Foreign Equities 24,111,000 6,238,000 1,075,000 (2,532,000) 1,570,000 30,462,000 
Private Equity, Real Assets & Hedge Funds 350,000 29,684,000 14,586,000 (84,124,000) 39,504,000 - 

     $ 31,733,000       $ 35,328,000     $ 16,383,000       $ (89,811,000)     $ 43,972,000      $ 37,605,000   

  
Fair value 

 
Unrealized 

 
Realized 

   
Fair value 

 2019 Gains 
(Losses) 

Gains 
(Losses) 

Sales Purchases 2020 

Cash, Cash Equivalents & Money Markets $ 15,000 $ - $ - $ (1,000) $ - $ 14,000 
Corporate & Municipal Bonds 7,663,000 166,000 - (624,000) 53,000 7,258,000 
Domestic & Foreign Equities 27,770,000 (1,414,000) 168,000 (2,600,000) 187,000 24,111,000 
Private Equity, Real Assets & Hedge Funds 350,000.00 (5,298,000) 1,188,000 (20,111,000) 24,221,000 350,000 

      $ 35,798,000       $ (6,546,000)        $ 1,356,000       $ (23,336,000)      $ 24,461,000       $ 31,733,000   

 
 

6. Land, Buildings, Equipment and Leases 
 

Land, buildings and equipment and accumulated depreciation consist of the following at June 30: 
 

 2021 2020 
Assets   

Land $ 76,013,000 $ 76,013,000 
Land improvements 3,465,000 3,239,000 
Buildings and building improvements 2,929,155,000 2,739,025,000 
Fixed equipment 772,306,000 764,897,000 
Major movable equipment 1,272,683,000 1,217,121,000 
Construction in progress   646,771,000     392,994,000   

   5,700,393,000     5,193,289,000   

Accumulated depreciation   

Land improvements (2,716,000) (2,511,000) 
Buildings and building improvements (1,006,545,000) (891,330,000) 
Fixed equipment (576,159,000) (544,380,000) 
Major movable equipment   (1,014,465,000)     (936,243,000)   

   (2,599,885,000)     (2,374,464,000)   
   $ 3,100,508,000      $ 2,818,825,000   

 
The Enterprise capitalized $17,179,000 and $11,619,000 of interest expense during the years 
ended June 30, 2021 and 2020, respectively. 
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A component in the change year over year included in property, plant and equipment, net is 
change in non-cash additions of $4,286,000 and $25,874,000 for the years ended June 30, 2021 
and 2020, respectively. The change in non-cash additions have been excluded from operating and 
investing activities in the statement of cash flow. 

 
For financial reporting purposes, the Enterprise uses straight-line depreciation over the assets’ 
estimated lives, which are as follows: 

 
Land improvements 10-20 years 
Buildings and building improvements 10-40 years 
Fixed equipment 5-20 years 
Major movable equipment 3-20 years 

 
Construction-in-progress at June 30, 2021 relates to expansion projects at CHOP and information 
systems projects. The total estimated costs to complete the projects in construction-in-progress 
are approximately $977,570,000. 

 
Leases 

 
The Enterprise has operating leases related to real estate lease agreements for office space and 
clinical sites. Beginning July 1, 2020, the Enterprise adopted ASU 2016-02 using the effective 
method. At transition, lease right-of-use (“ROU”) assets of $202,311,000, short term lease 
liabilities of $18,644,000 and long-term lease liability of $183,667,000 was recorded. At June 30, 
2021, the Enterprise has lease ROU assets of $193,258,000 and lease liability of $193,258,000 
reflected on the balance sheet which has a discount rate of 3.004% applied based on the 
Enterprise’s incremental borrowing rate. The Enterprise election excludes non-lease components 
for real estate contracts, such as common area maintenance, in determining the ROU assets. 

 

2021 
Weighted average remaining lease term: 

Operating leases 10.67 years 
Weighted average discount rate: 

Operating leases 3.004% 
 

The Enterprise is also a lessor of real estate under operating leases. Lease income for the 
year ended June 30, 2021 was $1,176,000, which is included in other operating revenue in the 
Consolidated Statements of Operations and Changes in Net Assets. Variable lease income 
included in the rent charges for maintenance costs is not material. 

 
The Enterprise leases various facilities under operating leases expiring at various dates through 
2027. Certain Practice Plans have office equipment under operating leases. Total rental expense in 
2021 and 2020 for all operating leases was approximately $23,314,000 and $18,538,000, 
respectively, included in purchased services in the consolidated statement of operations. 
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The following is a schedule by year of future minimum lease payments under operating leases as 
of June 30, 2021, that have initial or remaining lease terms in excess of one year: 

 
2022 $ 21,801,000 
2023 22,571,000 
2024 23,096,000 
2025 23,136,000 
2026 and beyond   126,539,000   

Total lease payments 217,143,000 
Less: Present value discount   (23,885,000)   

Total lease obligation 193,258,000 
Less: Current obligations   (21,801,000)   
Long-term lease obligations    $ 171,457,000   

 
Real estate leases may include options to renew that can extend the lease terms for an additional 
two to ten years. Some leases also include the options to terminate the lease early in line with the 
agreed upon contract terms. One lease includes an option for the right to purchase the premises 
with a closing to occur May 2034, the expiration of the 156th month following the commencement 
date. The Enterprise does not recognize these options as part of its ROU assets and lease 
liabilities because these options are evaluated at time of renewal. 

 
Supplemental cash flow information related to leases for the period ended June 30 are as follows: 

2021 
Cash paid for amounts included in the measurement of lease liabilities – 

operating cash flows from operating leases: $ 23,314,000 
Non-cash activity for the additions to the right of use assets obtained from 

operating leases: $ 67,025,000 
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7. Long-Term Debt 
 

Long-term debt consists of the following at June 30: 
 
 
 

 Fixed or Interest Effective Maturity    

Bond Variable Payable Interest 
Rate Date Footnote 2021 2020 

2002 A Bonds Variable Monthly 0.98% 7/1/2022 (a) $4,900,000 $7,300,000 
2002 B Bonds Variable Monthly 0.30% 7/1/2025 (a) 73,100,000 76,100,000 
2005 A Bonds Variable Monthly 0.59% 2/15/2021 (b) - 10,030,000 
2011 A Bonds Variable Monthly 0.39% 7/1/2041 (c) 50,000,000 50,000,000 
2011 B Bonds Variable Monthly 0.39% 7/1/2041 (c) 50,000,000 50,000,000 
2011 C Bonds Fixed Semi- 

annually 
4.13% 7/1/2041 (d) 81,465,000 83,690,000 

2011 D Bonds Fixed Semi- 
annually 

5.00% 7/1/2032 (e) 164,010,000 164,010,000 

2014 A Bonds Fixed Semi- 
annually 

4.47% 7/1/2044 (f) 190,420,000 190,420,000 

2017 Bonds Fixed Semi- 
annually 

4.36% 7/1/2037 (g) 174,815,000 176,280,000 

2020 Bonds Fixed Semi- 
annually 

1.94% 7/1/2050 (h) 500,000,000 - 

Notes Payable 2014 Fixed Annually 1.00% 12/31/2044 (i) 29,835,000 29,835,000 
PIDC Loan Fixed Monthly 3.00% 5/1/2031 (j) 3,837,000 4,164,000 

      1,322,382,000 841,829,000 
Less: Current Portion      (21,119,000) (19,581,000) 

      1,301,263,000 822,248,000 

Unamortized bond        

related liabilities      21,251,000 25,868,000 

Total Long-Term Debt      $ 1,322,514,000 $ 848,116,000 

 

Principal repayments as of June 30, 2021 on the debt are due as follows: 
 

2022 $ 21,119,000 
2023 21,745,000 
2024 22,621,000 
2025 23,533,000 
2026 23,180,000 
Thereafter   1,210,184,000   

    $1,322,382,000   
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a. During July 2002, the Enterprise borrowed $309,300,000 under a Loan Agreement from the 

sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project), 
Series A, B, C, D, and E of 2002 (the “2002 Bonds”) issued by the Enterprise and Higher 
Education Facilities Authority of Philadelphia (the “Authority”). The proceeds from the sale of 
the 2002 Bonds were deposited in escrow accounts and used to provide funds to (i) pay or 
reimburse CHOP for the costs of constructing new facilities (ii) advance refund the Hospital 
Revenue Bonds (CHOP) Series 1992A, 1992B and 1996A in the aggregate amount of 
$183,430,000 and the Hospital Revenue Bonds (CSH) Series 1992A and 1992B in the 
aggregate amount of $37,140,000, and (iii) fund debt service reserves and debt issuance costs 
pertaining to the 2002 Bonds. 

 
The 2002 Bonds were issued under a loan and trust agreement dated as of July 1, 2002 (the 
“Original Trust Agreement”) among the Authority, J.P. Morgan Trust Company, National 
Association, as trustee, and the Foundation and CHOP. Under this agreement, the Foundation 
and CHOP (collectively considered the initial members of the Enterprise) are jointly and 
severally obligated to provide funds to service all outstanding debt of approximately 
$309,300,000 under the Master Indenture. 

 
Under the terms of the 2002 Bonds, the Enterprise pledged an interest in its gross revenues 
and is required to, among other things, meet defined debt service coverage and debt to 
capitalization ratios, maintain a minimum days cash on hand, and limit the amount of operating 
assets that may be disposed or transferred. The terms of the 2002 Bonds also specify 
conditions under which the members of the Enterprise may incur additional debt. Failure by the 
members of the Enterprise to observe certain covenants may result in the occurrence of an 
event of default, upon which the remaining obligations may be declared immediately due and 
payable. The Enterprise was in compliance with its covenants at June 30, 2021 and 2020. 

 
b. During February 2005, the Enterprise borrowed $60,950,000 under a Loan Agreement from the 

sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project) 
Series A of 2005 (the “2005 A Bonds”) issued by the Authority. The proceeds from the 
2005 A Bonds were used to refinance $60,950,000 of the Series 1993 A Bonds. The 2005 
A Bonds were issued under the Original Trust Agreement noted in (a) above, as supplemented 
by a second supplemental loan and trust agreement dated as of February 1, 2005 (the 
“Second Supplemental Trust Agreement” and together with the Trust Agreement). The 
2005 A Bonds are payable, on a parity basis with the 2002 and 2003 Bonds. These bonds 
were paid off in February 2021. 

 
c. During March 2011, the Enterprise borrowed $100,000,000 under a Loan Agreement from the 

sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project) 
Series 2011 A, and B (Series 2011 Bonds) issued by the Authority. The proceeds were used 
to finance the costs of a project consisting of: (A)(i) construction of a new, eight story 
ambulatory care center, a five-level underground parking garage for 1,500 cars and other 
improvements relating to the ambulatory care center; (ii) undertaking certain other 
miscellaneous capital projects, equipment purchases and campus renovation; (iii) reimbursing 
the Enterprise for certain costs heretofore incurred in connection with such projects; and (B) 
payment of bond issuance costs and expenses. 

 
d. During October 2011, the Enterprise borrowed $96,785,000 under a Loan Agreement from the 

sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project) 
Series 2011 C, (Series 2011 Bonds) issued by the Authority. The proceeds were used to 
finance the costs of a project consisting of: (A)(i) construction of a new, eight story ambulatory 
care center, a five-level underground parking garage for 1,500 cars and other improvements 
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relating to the ambulatory care center; (ii) undertaking certain other miscellaneous capital 
projects, equipment purchases and campus renovation; (iii) reimbursing the Enterprise for 
certain costs heretofore incurred in connection with such projects; and (B) payment of bond 
issuance costs and expenses. 

 
e. During October 2011, the Enterprise borrowed $164,010,000 under a Loan Agreement from 

the sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia 
Project) Series 2011 D, (Series 2011 Bonds) issued by the Authority. The proceeds were used 
to (A) refund the Series 2008 A, B, and C bonds and (B) payment of bond issuance costs and 
expenses. 

 
f. During September 2014, the Enterprise borrowed $190,420,000 under a Loan Agreement from 

the sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia 
Project) Series 2014 A, (Series 2014 Bonds) issued by the Philadelphia Authority for Industrial 
Development. The bonds were sold at a premium resulting in $200,000,000 in proceeds. The 
proceeds were used to finance the costs of a project consisting of: (A)(i) construction of a new, 
eight story ambulatory care center, a five-level underground parking garage for 1,500 cars and 
other improvements relating to the ambulatory care center; (ii) reimbursing the Enterprise for 
certain costs heretofore incurred in connection with such projects; and (B) payment of bond 
issuance costs and expenses. 

 
g. During June 2017, the Enterprise borrowed $179,080,000 under a Loan Agreement from the 

sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project) 
Series 2017, (Series 2017 Bonds) issued by the Philadelphia Authority for Industrial 
Development. The bonds were sold at a premium resulting in $198,214,000 in proceeds. The 
net proceeds were paid to the Bond Trustee on behalf of CHOP and applied, together with 
other available funds of CHOP, to finance the costs of a project consisting of: (i) the current 
refunding of all of the outstanding Series A of 2007 Bonds and (ii) payment of bond issuance 
expenses and related costs and expenses. 

 
h. During October 2020, the Enterprise borrowed $500,000,000 under a Loan Agreement from 

the Children’s Hospital of Philadelphia Taxable Bonds, Series 2020, (Series 2020 Bonds) 
issued by the Bank of New York Mellon Trust Company, N.A... The bonds were sold at an 
underwriting discount of $3,285,000, resulting in net proceeds of $496,715,000. The proceeds 
of the Bonds will be used (1) for general corporate purposes of CHOP, including acquisition 
and construction of capital projects, and (2) to pay a portion of the costs of issuance of the 
Bonds. 

 
i. During October 2014, the Enterprise entered into a transaction with Chase NMTC CHOP 

Investment Fund, LLC related to the 1700 Broad Street Family Care Center in South 
Philadelphia, Pennsylvania and expects to receive a net benefit of $9.0 million under a 
qualified New Markets Tax Credit Program (“NMTC”). The NMTC was provided for in the 
Community Renewal Tax Relief Act of 2000 (the “Act”) and is intended to induce investment 
capital in under-served and impoverished areas of the United States. As a result of the 
transaction, the Enterprise has a receivable in the amount of $20,770,000 and a loan in the 
amount of $29,835,000. In 2020, the receivable and the loan were forgiven and CHOP 
recognized $9,065,000 of the net cash received in the year ended June 30, 2021. 

 
j. The Enterprise also entered into a loan with Philadelphia Industrial Development Corporation 

(“PIDC”) in the original principal amount of $8,279,000. 
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The series 2002, 2005, 2008 and 2011 A and B bonds are variable rate demand obligations which 
are payable on demand at the option of the bondholder. In connection with these bond offerings, 
CHOP entered into stand-by bond purchase agreements with various commercial banks which 
require the banks to purchase any bonds that are put by bondholders for payment. If the put bonds 
held by the banks are not remarketed after a 180 day period, the bonds will convert to term loans 
which are payable by CHOP in equal semi-annual installments over 5 years. Interest on the term 
loan is payable monthly at a rate of the greater of 9% or prime plus 2%. As of June 30, 2021, there 
were no bonds that were held by the banks under the terms of the stand-by purchase agreements. 

 
Derivative Financial Instruments 
In connection with the issuance of the 2002 Bonds, the Enterprise entered into two interest rate 
swap agreements on July 30, 2002 relating to Series A (the “2002A Swap”) with expiration date of 
July 1, 2022. The 2002A Swap was entered into for the purpose of fixing interest rates on variable 
rate bonds, thus reducing exposures to interest rate fluctuations. The amount exchanged is based 
on the notional amount whereby the Enterprise pays the counterparty interest at a fixed rate and 
the counterparty pays the Enterprise at a variable rate based on the weekly Bond Market 
Association (“BMA”) Index. The Enterprise has accounted for the 2002A Swap as a cash flow 
hedge with the change in valuation being accounted for as a component of the changes in net 
assets without donor restrictions. 

 
In connection with the issuance of the 2005 Bonds, the Enterprise entered into an interest rate 
swap agreement on February 15, 2005 relating to the Series A (the “2005A Swap”) with an 
expiration date of February 15, 2021. The swap was entered into for purposes of fixing interest 
rates on variable rate bonds, thus reducing exposures to interest rate fluctuations. The amount 
exchanged is based on the notional amount whereby the Enterprise pays the counterparty interest 
at a fixed rate and the counterparty pays the Enterprise at a variable rate based on the BMA Index. 
The Enterprise has accounted for the 2005A Swap as a cash flow hedge with the change in 
valuation being accounted for as a component of the changes in net assets without donor 
restrictions. 

 
In March of 2020, the Enterprise entered two forward starting fixed rate swaps, each with an 
effective date of July 01, 2021. The first swap, 2011D had a notional amount of $165,670,000 set 
to expire on July 01, 2032 but was terminated on June 17, 2021. The second swap, 2011 C, has a 
notional amount of $79,940,000 and expires on July 01, 2041. As of June 30, 2021, the fair market 
value of the 2011C swaps was approximately $3,626,000. 

 
The notional amounts and fair values, based on quoted market prices, of the Enterprise’s derivative 
financial instruments are as follows at June 30: 

 
  

Notional 
Balance Sheet 

(Other Liabilities) 
 

Statement of Operations 

Interest Rate Swap  2021 2020 2021 2020 
2002A Swap $ 4,900,000 ($104,000) ($302,000) $ 198,000 $ 145,000 
2005A Swap 10,030,000 - (301,000) 301,000 488,000 
2011C Swap 79,940,000 - - - - 

Totals $94,870,000 ($104,000) ($603,000) $499,000 $633,000 
 

Under these agreements, net interest expense of $519,000 and $1,138,000 relating to the 
derivative financial instruments was incurred for the years ended June 30, 2021 and 2020 
respectively. 
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Interest rate swaps have been classified in Level 2 of the fair value hierarchy. For the over the 
counter derivatives that trade in liquid markets, such as interest rate swaps, model inputs (i.e. 
contractual terms, market prices, yield curves, credit curves and measures of volatility) can 
generally be verified and model selection does not involve significant management judgment. 

 
8. Pension Plans 

 
Through December 31, 1999, CHOP sponsored a defined benefit pension plan (the “Plan”) that 
covered substantially all nonunion employees. The Plan called for benefits to be paid to eligible 
employees at retirement, based primarily upon years of service with CHOP and compensation. 
Contributions to the Plan reflected benefits attributed to employees’ service to date, as well as 
service expected to be rendered in the future. Plan assets consisted primarily of common stock, 
investment-grade corporate bonds, and U.S. Government obligations. 

 
The Plan sponsor voted to amend and restate the Plan effective January 1, 2000 to reflect the 
conversion of the Plan to a cash balance payment formula and the change in the Plan’s name to 
The Children’s Hospital of Philadelphia Pension Account Plan. Subject to certain grandfathering, 
the accrued benefit under the old plan was converted to the opening balance of the Pension 
Account Plan. The present value of the accrued benefit payable at age 65 was converted to a 
lump-sum using IRS required present value assumptions. 

 
The Hospital’s Boards of Trustees (the “Boards of Trustees”) authorized the adoption of a 
noncontributory, defined benefit pension plan called the Pension Plan for Union-Represented 
Employees Hired before July 1, 2000 for the benefit of certain employees of CHOP as of June 30, 
2000 who are covered under the collective bargaining agreement between CHOP and the National 
Union of Hospital and Health Care Employees, District 1199C. This plan excludes those employees 
of CHOP who had at least 15 years seniority with CHOP as of July 1, 2000, or who would be 
eligible to retire on an early or normal retirement date under the terms of the Pension Plan for 
Hospital and Health Care Employees, Philadelphia Vicinity (the “1199C Plan”), as in effect on 
June 1, 2000, on or before July 1, 2001, based on their anticipated service as of July 1, 2001 
(“Grandfathered Union Employees”). These Grandfathered Union Employees remain in the 1199C 
plan. 

 
The Boards of Trustees authorized the adoption of a noncontributory defined benefit pension plan 
with a cash balance payment formula called The Children’s Hospital of Philadelphia Pension Plan 
for Union-Represented Employees Hired On or After July 1, 2000. This plan was similar to The 
Children’s Hospital of Philadelphia Pension Account Plan as in effect at that time. This plan covers 
the employees under the collective bargaining agreement between CHOP and District 1199C hired 
on or after July 1, 2000. 

 
On April 30, 2021, Children’s Hospital of Philadelphia announced that The Children's Hospital of 
Philadelphia Pension Plan for Union-Represented Employees will be frozen as of December 31, 
2021, and participants will not receive compensation credits or benefit accruals for periods 
beginning on or after January 1, 2022. This announcement resulted in a curtailment and 
remeasurement of net periodic pension cost for the Plan for the remainder of the 2021 fiscal year. 
There was no gain or loss due to this change. During the year ending June 30,2020, the Children’s 
Hospital of Philadelphia Foundation loaned the Union Plan $12,000,000 which will be repaid with 
an exchange of alternative investments. 
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The 2021 and 2020 actuarially computed cost for the Plan, Pension Plan for Union Represented 
Employees hired before July 1, 2000 and Pension Plan for Union-Represented Employees hired 
after on or July 1, 2000 included the following components: 

 
 2021 2020 

Change in benefit obligation   
Benefit obligation at beginning of year $ 110,475,000 $ 738,717,000 
Service cost 4,403,000 6,320,000 
Interest cost 3,564,000 7,560,000 
Actuarial (gain) loss 528,000 (13,931,000) 
Benefits paid (1,364,000) (5,094,000) 
Administrative expenses paid (535,000) (2,879,000) 
Curtailments (7,571,000) - 
Settlements   -     (620,218,000)   

Benefit obligation at end of year   109,500,000     110,475,000   

Change in plan assets   
Fair value of plan assets at beginning of year 87,636,000 627,255,000 
Actual return on plan assets (net expenses) (5,579,000) 60,344,000 
Employer contributions 6,250,000 28,227,000 
Benefits paid (1,364,000) (5,093,000) 
Administrative expenses paid (535,000) (2,879,000) 
Settlements   -     (620,218,000)   

Fair value of plan assets at end of year   86,408,000     87,636,000   
Reconciliation of the funded status   
Funded status   (23,092,000)     (22,839,000)   

Accrued pension cost    $ (23,092,000)      $ (22,839,000)   

 
The accumulated benefit obligation for all defined benefit pension plans was $109,447,000 and 
$102,212,000 at June 30, 2021 and 2020, respectively. 

 2021 2020 
Components of net periodic benefit cost   
Service cost $ 4,403,000 $ 6,320,000 
Interest cost 3,564,000 7,560,000 
Expected return on plan assets (3,421,000) (8,642,000) 
Amortization of prior service cost 2,000 2,000 
Amortization of net actuarial loss 1,257,000 2,232,000 
Settlements   -     161,154,000   

Net periodic benefit cost     $ 5,805,000     $168,626,000   

Net (loss) / Gain 1,956,000 (33,516,000) 
Amortization of prior service cost (2,000) (2,000) 
Amortization of net loss (1,257,000) (2,232,000) 
Settlements   -     (161,154,000)   
Total recognized in net assets without donor restrictions 697,000 (196,904,000) 

Total recognized in net periodic benefit       
cost and net assets without donor restrictions   $ 6,502,000     $ (28,278,000)   
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The estimated net loss that will be amortized from net assets without donor restrictions into net 
periodic benefit cost over the next fiscal year is $1,350,000. Amounts not yet recognized in net 
periodic benefit cost include $26,060,000 and $25,361,000 in actuarial loss and $0 and $2,000 in 
prior service cost for the periods ended June 30, 2021 and 2020, respectively. 

 
 2021  2020 

Weighted-average assumptions as of June 30    
Discount Rate (Pension Account Plan) N/A  2.45% 
Discount Rate (Union Represented Plan) 3.25%  3.75% 
Rate of compensation increase (Pension Account Plan) N/A  N/A 
Rate of compensation increase (Union Represented Plan) 3.00%  3.00% 

Weighted-average assumptions for net periodic benefit cost    
Discount rate 3.25% / 3.50% (1) 3.25% 
Expected return on plan assets 4.00% / 3.00% (2) 3.80% 
Rate of compensation (Pension Account Plan) N/A  N/A 
Rate of compensation (Union Represented Plan) 3.00%  3.00% 

(1) Discount rate assumption was increased from 3.25% to 3.50% as of 4/30/2021, when fiscal 
2021 expense was remeasured to reflect a 12/31/2021 freeze of future plan accruals. 

(2) Expected long-term return on plan assets assumption was decreased from 4.00% to 3.00% as 
of 4/30/2021, when fiscal 2021 expense was remeasured to reflect a 12/31/2021 freeze of future 
plan accruals. 

 
In 2020, CHOP adopted the Society of Actuaries Pri-2012 base table with generational projection 
using scale MP-2019 applied. 

 
The average asset allocation of these pension plans at June 30, 2021 and 2020 by asset category 
are as follows: 

 
 Percentage of Percentage of 
 Plan Assets Plan Assets 
   2021     2020   

Government Securities 82% 84% 
Alternative Investments 9% 9% 
Cash   9%     7%   

   100%     100%   
 

The expected long-term rate of return for the U.S. plan assets is based on the expected return of 
each of the above categories, weighted based on the target allocations for each class. Equity 
securities are expected to return 10% on average over the long-term. Debt securities are expected 
to return 6% over the long term and real assets are expected to return 8% over the long term. 

 
The majority of the Union Plan assets, approximately 82%, are invested in highly rated long-term 
Treasury securities to maintain liquidity and minimize permanent loss of capital due to increased 
volatility in other markets and impairments to the economy. Approximately 9% of plan assets are in 
cash, with the remainder of assets in alternative investments including private equity, real assets, 
and hedge funds that follow multiple different strategies. 
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Estimated future benefit payments 
The following benefit payments which reflect expected future service, as appropriate, are expected 
to be paid: 

 
2022 $ 2,018,000 
2023 2,351,000 
2024 2,689,000 
2025 3,026,000 
2026 3,377,000 
2027 - 2031 21,846,000 

 
 

Contributions 
The Enterprise projects it will be required to make a pension plan contribution of approximately 
$6,250,000 to the Plan in 2022. 

 
Fair Value 
The following table sets forth by level within the fair value hierarchy, the Plan’s assets at fair value 
as of June 30, 2021: 

 
    Net Asset Value  
 Level 1 Level 2 Level 3 Investments Total 

Cash $ - $ - $ 8,816,000 $ - $ 8,816,000 
Debt - 69,941,000 - - 69,941,000 
Equities - - - - - 
Alternative - - - 7,651,000 7,651,000 

Total $ - $ 69,941,000 $ 8,816,000 $ 7,651,000 $ 86,408,000 

 
 

The following table sets forth by level within the fair value hierarchy, the Plan’s assets at fair value 
as of June 30, 2020: 

 
    Net Asset Value  
 Level 1 Level 2 Level 3 Investments Total 

Cash $ - $ - $ 1,959,000 $ - $ 1,959,000 
Debt - 74,295,000 3,595,000 - 77,890,000 
Equities - - - - - 
Alternative - - - 7,787,000 7,787,000 

Total $ - $ 74,295,000 $ 5,554,000 $ 7,787,000 $ 87,636,000 
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The following table sets forth a summary of changes in the fair value of the Plan’s Level 3 
investments for the years ended June 30, 2021 and 2020. 

 
 Fair value Unrealized Realized   Fair value 
 2020 Gains (Losses) Gains (Losses) Sales Purchases 2021 

Cash $ 1,959,000 $ - $ - $ - $ 6,857,000 $ 8,816,000 
Debt - - - - - - 
Equity - - - - - - 

 $ 1,959,000 $ - $ - $ - $ 6,857,000 $ 8,816,000 
  

Fair value 

 

Unrealized 

 

Realized 

   

Fair value 
 2019 Gains (Losses) Gains (Losses) Sales Purchases 2020 

Cash $ 114,962,000 $ - $ - $ (125,138,000) $ 12,135,000 $ 1,959,000 
Debt - - - - - - 
Equity - (34,000) 24,000 (33,000) 43,000 - 

 $ 114,962,000 $ (34,000)  $ (125,171,000) $ 12,178,000 $ 1,959,000 

 
The Enterprise assets are managed by investment managers. Valuation techniques are utilized to 
maximize the use of observable inputs and minimize the use of unobservable inputs. The following 
is a description of the valuation methodologies used to measure fair value at June 30, 2021. 

 
• Common stock is valued based on quoted market prices in the active markets on which the 

individual securities traded. 
 

• Registered investment companies are valued at net asset value (NAV) of shares held by 
the Plan at year end. 

 
• Alternative Investments are valued based upon the NAV of the fund held by the Plan at 

year end. The Plan considers valuations provided to it by the general partners of the funds. 
The values assigned to private equity funds are based upon assessment of each 
underlying investment, incorporating valuations that consider the evaluation of financing 
and sale transactions with third parties, expected cash flows and market-based 
information, including comparable transactions and performance multiples among other 
factors. 

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

 
The Boards of Trustees authorized the adoption of a supplemental retirement plan, called The 
Children’s Hospital of Philadelphia Retirement Savings Plan, which is a tax-deferred annuity plan 
under Section 403(b) of the IRC of 1986, as amended, for non-bargaining unit employees. 

 
The Boards of Trustees authorized the adoption of a supplemental retirement plan, called The 
Children’s Hospital of Philadelphia Retirement Savings Plan for Union-Represented Employees, 
which is a tax-deferred annuity plan under Section 403(b) of the IRC of 1986, as amended, for 
bargaining unit employees. 
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The Enterprise also has The Children’s Hospital of Philadelphia Funded Retirement Savings Plan 
which is a defined contribution plan that operates under Section 401(a) of the Internal Revenue 

 
Code (IRC) covering all employees of The Children's Hospital of Philadelphia (the Hospital) and 
any other subsidiaries as approved by the Board of Trustees of the Hospital (collectively, the 
Participating Employers), however, the Plan is sponsored by the Hospital. The Plan is subject to 
the provisions of the Employee Retirement Income Security Act of 1974 (ERISA). 

 
Total expenses under the supplemental retirement 403(b) plans were $23,944,000 and 
$23,333,000 for the periods ended June 30, 2021 and 2020. Total expenses under the funded 
retirement savings 401(a) plan were $44,200,000 and $41,000,000 for the periods ended June 30, 
2021 and 2020. 

9. Commitments and Contingencies and Other Transactions 

Industry 
The healthcare industry in general and the services that the Enterprise provides are subject to 
extensive federal and state laws and regulations. Additionally, a portion of the Enterprise’s net 
revenue is from payments by government-sponsored healthcare programs, principally Medicaid, 
and is subject to audit and adjustments by applicable regulatory agencies. Failure to comply with 
any of these laws or regulations, the results of regulatory audits and adjustments, or changes in 
the amounts payable for the Enterprise’s services under these programs, could have a material 
adverse effect on the Enterprise’s financial position and results of operations. 

 
Litigation 
Although the Enterprise is party to certain claims and litigation, in the opinion of management, the 
final outcome of these are not reasonably expected to have a material adverse effect on their 
consolidated financial position or results of operations. 

 
Professional Liability Insurance 
By an agreement effective April 1, 1998 among CHOP and Children’s Anesthesiology Associates, 
Ltd., Children’s Health Care Associates, Inc., Children’s Surgical Associates, Ltd., and Radiology 
Associates of Children’s Hospital, Inc. (collectively, together with their New Jersey counterparts 
and their affiliates, the “Practice Plans”), and the Hospital’s Departments of Pathology and 
Laboratory Medicine and Child and Adolescent Psychiatry (together with the Practice Plans, the 
“Departments”), CHOP and the Departments entered into a Joint Insurance Program (the “Joint 
Program”). Through June 30, 2001, the Joint Program was administered with the Departments 
participating with CHOP in its large deductible policies. 

 
All claims with respect to occurrences beginning July 1, 2001 are insured through First Medical 
Insurance Company, a Risk Retention Group (“RRG”), domiciled in Vermont that was established 
by CHOP and certain of its tax-exempt affiliates, including the Practice Plans. Funding for 
indemnity, defense and other corporate expenses for the RRG are included in RRG accounts. The 
July 1, 2001 to July 1, 2002 policy period was novated from a large deductible commercial policy 
into the RRG effective July 2003. 

 
CHOP includes the RRG’s and other related investments, reserves, claim liabilities, and expenses 
for self-insured malpractice claims in the accompanying financial statements. Deposits to the RRG 
and other reserves are actuarially determined and represent estimates of funding necessary to 
cover the potential liability for professional malpractice claims and related legal fees and other 
expenses for CHOP and its affiliated health care provider entities and their covered physicians. 
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The estimate of the gross liability and corresponding receivable for unasserted claims arising from 
unreported incidents is based on analysis of historical claims data by an independent actuary, 
which is recorded utilizing a 3.0% to 4.5% discount rate at June 30, 2021 and June 30, 2020. Total 
liability under this program is approximately $283,629,000 and $239,958,000 included in other 
liabilities on the balance sheet, with a corresponding receivable included in other receivables of 
$29,740,000 and $24,218,000 at June 30, 2021 and 2020, respectively. CHOP also purchases 
catastrophic excess coverage. 

 
CHOP and most of the physicians insured by the RRG are subject to Pennsylvania and/or New 
Jersey law requiring professional liability insurance. For policies written in 2002 and prior, the 
amount of required coverage pursuant to Pennsylvania law for physicians and nurse midwives was 
$1.2 million per incident/$3.6 million in the aggregate. For policies written subsequent to 2002, the 
required amount of coverage is $1 million per incident/$3 million in the aggregate. 

 
The Medical Care Availability and Reduction of Error Fund (“MCARE”) 
The Medical Care Availability and Reduction of Error Fund (“MCARE Fund”), an agency fund of 
the Commonwealth of Pennsylvania, acts as a service agent to facilitate the payment of medical 
malpractice claims exceeding the primary layer of professional liability insurance carried by CHOP, 
and most of the physicians they insure. The MCARE Fund levies healthcare provider surcharges, 
as a percentage of joint underwriting association premiums for basic coverage, 
to pay claims and administrative expenses on behalf of MCARE Fund participants. 

 
The actuarially computed liability to all health care providers (hospital, physicians and others) 
participating in the MCARE Fund at December 31, 2019 (the latest date for which such information 
is available) was $1.03 billion. CHOP, the Practice Plans, and the employed/insured physicians 
paid surcharge assessments during fiscal 2021 and 2020 totaling $5,564,000 and $5,500,000, 
respectively. No provision has been made for any MCARE Fund unfunded liabilities in the 
accompanying financial statements as CHOP’s portion of the MCARE Fund unfunded liability 
cannot be reasonably estimated. 

 
Workers’ Compensation 
The Enterprise is self-insured for workers’ compensation claims. At June 30, 2021 and 2020, the 
Enterprise has an estimate of $4,930,000 and $4,896,000 respectively, included in accounts 
payable and accrued expenses to reserve for potential losses and paid expenses under the 
program. The discount rate used is 3%. 

 
Other Transactions 
The Practice Plans utilize the payroll accounting infrastructure of The University of Pennsylvania 
(UPenn) for certain Practice Plan personnel. Amounts due to these entities include in accounts 
payable and accrued expenses are as follows at June 30: 

 
   2021     2020   

UPenn    $35,809,000      $16,528,000   
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10. Concentrations of Credit Risk 

 
The Enterprise grants credit without collateral to their patients, most of whom reside in the 
Delaware Valley, and are insured under third-party payor agreements. The mix of net receivables 
from patients and third-party payors at June 30 is as follows: 

 
 2021 2020 

Blue Cross/Blue Shield 29% 25% 
Medical Assistance 6% 6% 
MA-Managed Care 32% 31% 
Commercial 14% 14% 
Aetna 8% 9% 
Self Pay 1% 2% 
Other 2% 5% 
International   8%     8%   

   100%     100%   
 

11. Functional Expenses 
 

The Enterprise provides general and specialty health care services to pediatric patients. Costs by 
function are directly charged based on discrete cost centers. Expenses related to providing these 
services as of June 30 are as follows: 

 
June 30, 2021 

 Health Care 
Services 

Research 
Services Fundraising Education General and 

Administrative Total 

Salaries, wages 
and professional 
fees 

 
 

$ 908,618,000 

 
 

$181,374,000 

 
 

$16,065,000 

 
 

$ 32,777,000 

 
 

$ 435,024,000 

 
 

$1,573,858,000 

Employee benefits 225,300,000 43,332,000 4,357,000 8,929,000 116,658,000 398,576,000 

Supplies 331,403,000 36,875,000 372,000 276,000 25,584,000 394,510,000 
Purchased 
services and other 
expenses 

 
 

121,076,000 

 
 

128,166,000 

 
 

9,934,000 

 
 

795,000 

 
 

231,690,000 

 
 

491,661,000 

Depreciation 32,846,000 1,369,000 3,000 109,000 211,362,000 245,689,000 
Interest and 
amortization 

 
- 

 
2,608,000 

 
- 

 
- 

 
19,299,000 

 
21,907,000 

 $1,619,243,000 $393,724,000 $30,731,000 $ 42,886,000 $1,039,617,000 $3,126,201,000 
 

Non-operating 
expenses: 

      

Investment Fees - - 6,515,000 - 959,000 7,474,000 
Sponsorship - - - - - - 
Other components 
of net periodic 
benefit costs 

 

- 

 

- 

 

- 

 

- 

 

1,402,000 

 

1,402,000 
Pension settlement - - - - - - 

  
- 

 
- 

 
6,515,000 

 
- 

 
2,361,000 

 
8,876,000 

       

Total expenses $1,619,243,000 $393,724,000 $37,246,000 $ 42,886,000 $1,041,978,000 $3,135,077,000 
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June 30, 2020 

 Health Care 
Services 

Research 
Services Fundraising Education General and 

Administrative Total 

Operating 
expenses: 

      

Salaries, wages and 
professional fees 

 
$1,039,254,000 

 
$168,740,000 

 
$15,168,000 

 
$ 17,588,000 

 
$ 239,579,000 

 
$1,480,329,000 

Employee benefits 241,674,000 41,496,000 3,844,000 2,862,000 74,922,000 364,798,000 

Supplies 313,795,000 32,139,000 525,000 210,000 41,737,000 388,406,000 
Purchased services 
and other expenses 

 
89,427,000 

 
151,510,000 

 
11,082,000 

 
734,000 

 
217,877,000 

 
470,630,000 

Depreciation 21,967,000 41,303,000 3,000 56,000 170,164,000 233,493,000 
Interest and 
amortization 

 
- 

 
3,839,000 

 
- 

 
- 

 
17,446,000 

 
21,285,000 

    $1,706,117,000  $439,027,000  $30,622,000  $ 21,450,000  $ 761,725,000  $2,958,941,000   

Non-operating 
expenses: 

      

Investment Fees - - 6,540,000 - 1,009,000 7,549,000 
Sponsorship - - - - 355,000 355,000 
Other components 
of net periodic 
benefit costs 

 

- 

 

- 

 

- 

 

- 

 

3,706,000 

 

3,706,000 
Pension settlement - - - - 161,154,000 161,154,000 

 - - 6,540,000 - 166,224,000 172,764,000 
       

Total expenses    $1,706,117,000  $439,027,000  $37,162,000  $ 21,450,000  $ 927,949,000  $3,131,705,000   
 
 

12. Liquidity and Availability of Resources 
 

Financial assets available within one year of the balance sheet date for general expenditures such 
as operating expenses and construction costs not financed with debt are as follows: 

 
 2021 2020 

Cash $ 631,766,000 $ 715,362,000 
Receivables from patient services 598,415,000 365,225,000 
Due from third parties 29,329,000 16,265,000 
Other receivables 96,391,000 98,250,000 
Assets limited as to use 241,718,000 188,193,000 
Investments (Level 1)   295,314,000     261,801,000   

     $1,892,933,000      $1,645,096,000   
 
 

Current financial assets not available for general use because of contractual or donor-imposed 
restrictions were $73,458,000 and $63,002,000 at June 30, 2021 and 2020, respectively. Amounts 
not available for general use include amounts set aside for scheduled principal payments, self- 
insurance funds, and time and purpose restricted assets. The Company strategically manages 
financial assets to ensure adequate liquidity for general expenditures and other obligations as they 
come due. In addition, the Company invests cash in excess of daily requirements in short-term 
investments. The Company maintains line of credit facilities with several banks to provide 
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additional liquidity should unanticipated needs arise. In determining the amount of liquidity in board- 
designated endowment funds, management excludes amounts held in investments that may 
contain provisions prohibiting their redemption within one year and other investments for which 
redemption within one year may not be practical. 

 
13. Subsequent Events 

 
The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates has evaluated and 
concluded that subsequent events are properly reflected in The Enterprise financial statements and 
notes as required by standard for accounting disclosure of subsequent events as of September 30, 
2021, the original issuance date of the financial statements as of and for the year ended June 30, 
2021. 

 
In July 2021, the Enterprise borrowed $124,015,000 under a Loan Agreement from the sale of tax- 
exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project) Series A of 
2021, (Series 2021 Bonds) issued by the Philadelphia Authority for Industrial Development. The 
bonds were sold at a premium resulting in $164,523,000 in proceeds which included $2,646,000 
from the terminated swap. The Enterprise borrowed $241,485,000 under a Loan Agreement from 
the sale of tax-exempt Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project) 
Series B of 2021, (Series 2021 Bonds) issued by the Philadelphia Authority for Industrial 
Development. The net proceeds of the sale are $241,485,000 with $945,000 of the sale proceeds 
being deposited with the Bond Trustee into the 2021B settlement account for the cost of issuance. 
The net proceeds to be received by the Authority from the sale of the 2021B Bonds, which are 
being issued simultaneously with the 2021A Bonds, will be applied to finance the costs of a project 
consisting of: (a) refunding of (i) the Hospitals Authority’s $61,400,000 aggregate principal amount 
of Hospital Revenue Bonds (The Children’s Hospital of Philadelphia Project) Series A and B of 
2002; (ii) the Hospitals Authority’s $100,000,000 aggregate principal amount of Hospital Revenue 
Bonds (The Children’s Hospital of Philadelphia Project) Series A and B of 2011; and (iii) the 
Hospitals Authority’s $79,140,000 aggregate principal amount of Hospital Revenue Bonds (The 
Children’s Hospital of Philadelphia Project) Series C of 2011; and (b) paying the issuance costs of 
2021B Bonds. 
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 Obligated Practice  Total Total 
ASSETS Group Groups PGHDC Eliminations Consolidated 
Current assets      

Cash and cash equivalents $ 469,030,000 $ 162,736,000 $ - $ - $ 631,766,000 
Receivables for patient services 529,178,000 69,237,000 - - 598,415,000 
Current portion of pledges receivable 21,173,000 - - (1,925,000) 19,248,000 
Due from third parties 29,329,000 - - - 29,329,000 
Other receivables 158,731,000 61,390,000 466,000 (124,196,000) 96,391,000 
Current portion of assets limited as to use 69,072,000 - - - 69,072,000 
Supplies, drugs and prepaid expenses 47,329,000 223,000 11,000 - 47,563,000 

Total current assets 1,323,842,000 293,586,000 477,000 (126,121,000) 1,491,784,000 

Assets limited as to use      

Board designated 3,112,731,000 - - - 3,112,731,000 
Restricted by donors 410,016,000 - - - 410,016,000 
Trustee-held construction and debt service fund 40,880,000 - 88,000 - 40,968,000 
Trustee-held for self-insurance and other 377,677,000 - - - 377,677,000 

Noncurrent assets limited as to use 3,941,304,000 - 88,000 - 3,941,392,000 

Investments 417,455,000 273,445,000 - - 690,900,000 
Land, buildings and equipment at cost, net 3,091,662,000 760,000 8,086,000 - 3,100,508,000 
Operating lease right-to-use assets 193,258,000    193,258,000 
Pledges receivable, net 72,254,000 - - (1,296,000) 70,958,000 
Long-term notes receivable 20,910,000 - - - 20,910,000 
Other long-term assets and receivables 30,202,000 - - - 30,202,000 

Total assets   $9,090,887,000  $567,791,000  $8,651,000  ($127,417,000)  $9,539,912,000   

LIABILITIES AND NET ASSETS      

Current liabilities      

Current portion of long-term debt $ 21,119,000 $ - $ - $ - $ 21,119,000 
Current portion of operating lease liability 21,801,000    21,801,000 
Accounts payable and accrued expenses 638,373,000 134,163,000 344,000 (124,196,000) 648,684,000 
Current portion of pledges payable - 1,925,000 - (1,925,000) - 

Total current liabilities 681,293,000 136,088,000 344,000 (126,121,000) 691,604,000 
Long-term debt 1,322,514,000 - - - 1,322,514,000 
Other liabilities 312,727,000 136,000 - - 312,863,000 
Operating lease liability 171,457,000    171,457,000 
Accrued pension cost 11,342,000 - - - 11,342,000 
Pledges payable, less current portion - 1,296,000 - (1,296,000) - 

Total liabilities 2,499,333,000 137,520,000 344,000 (127,417,000) 2,509,780,000 

NET ASSETS 
     

Without donor restriction 5,891,014,000 430,271,000 4,057,000 41,082,000 6,366,424,000 
With donor restriction 700,540,000 - 4,250,000 (41,082,000) 663,708,000 

Total net assets 6,591,554,000 430,271,000 8,307,000 - 7,030,132,000 
      

Total liabilities and net assets   $ 9,090,887,000  $ 567,791,000  $8,651,000  ($127,417,000)  $ 9,539,912,000   
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 Obligated Practice  Total Total 
 Group Groups PGHDC Eliminations Consolidated 

REVENUES AND OTHER SUPPORT      

Patient service revenue $2,186,694,000 $511,070,000 $ - $ - $ 2,697,764,000 
Contributions 18,729,000 2,200,000 - - 20,929,000 
Research revenue 303,972,000 25,565,000 - (25,565,000) 303,972,000 
Other operating revenue 216,571,000 37,782,000 833,000 (51,711,000) 203,475,000 
CARES Act Funding 105,172,000 9,630,000 - - 114,802,000 

Total revenues and other support 2,831,138,000 586,247,000 833,000 (77,276,000) 3,340,942,000 
 

EXPENSES 

     

Salaries, wages and professional fees 1,190,175,000 384,699,000 - (1,016,000) 1,573,858,000 
Employee benefits 325,734,000 74,234,000 - (1,392,000) 398,576,000 
Supplies 387,213,000 7,297,000 - - 394,510,000 
Purchased services and other expenses 470,382,000 58,834,000 834,000 (38,389,000) 491,661,000 
Depreciation 244,914,000 229,000 546,000 - 245,689,000 
Interest and amortization 21,907,000 - - - 21,907,000 

Total expenses 2,640,325,000 525,293,000 1,380,000 (40,797,000) 3,126,201,000 
 

Operating Income 

 

190,813,000 

 

60,954,000 

 

(547,000) 

 

(36,479,000) 

 

214,741,000 

 
Dividend and interest income, net 

 
23,725,000 

 
3,038,000 

 
- 

 
- 

 
26,763,000 

Earnings allocation (53,311,000) - - 36,881,000 (16,430,000) 
Realized gains on investments 159,061,000 23,443,000 - - 182,504,000 
Changes in unrealized gains on investments 331,374,000 29,677,000 - - 361,051,000 
Sponsorship 58,326,000 (59,370,000) - 2,136,000 1,092,000 
Change in fair value of derivatives 14,000 - - - 14,000 
Gains/(Loss) on alternative investments 305,011,000 - - - 305,011,000 
Other components of net periodic benefit costs (1,402,000) - - - (1,402,000) 
Minority interest - - - (403,000) (403,000) 

Excess of revenue over expenses 1,013,611,000 57,742,000 (547,000) 2,135,000 1,072,941,000 

 
Pension adjustment 

 
(697,000) 

 
- 

 
- 

 
- 

 
(697,000) 

Change in fair value of derivatives 4,111,000 - - - 4,111,000 
Net assets released from restrictions for capital 3,102,000 - - - 3,102,000 
Transfer to/from temporarily restricted net assets (530,000) - - - (530,000) 

Increase in net assets without donor restriction $1,019,597,000 $57,742,000 ($547,000) $2,135,000 $1,078,927,000 
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Obligated Practice Total Total 
Group Groups PGHDC Eliminations Consolidated 

NET ASSETS WITHOUT DONOR 
RESTRICTION 
Excess of revenues over expenses $1,013,611,000 $57,742,000 ($547,000) $2,135,000 $1,072,941,000 
Pension adjustment (697,000) - - - (697,000) 
Change in fair value of derivatives 4,111,000 - - - 4,111,000 
Net assets released from restrictions for capital 3,102,000 - - - 3,102,000 
Transfer from net assets with donor restrictions (530,000) - - - (530,000) 

Increase in net assets without donor restriction 1,019,597,000 57,742,000 (547,000) 2,135,000 1,078,927,000 

NET ASSETS WITH DONOR RESTRICTION 

Contributions 70,056,000 - - (2,135,000) 67,921,000 
Interest and dividend income 2,242,000 - - - 2,242,000 
Realized gains on investments 16,984,000 - - - 16,984,000 
Change in unrealized gains on investments 64,961,000 - - - 64,961,000 
Net assets released from restrictions for 
operations (36,385,000) - - - (36,385,000) 
Net assets released from restrictions for capital (3,102,000) - - - (3,102,000) 
Adjustment to perpetual trusts 2,471,000 - - - 2,471,000 
Transfer from net assets without donor 
restrictions 530,000 - - - 530,000 

Increase in net assets with donor restriction 117,757,000 - - (2,135,000) 115,622,000 

Increase in Net Assets 1,137,354,000 57,742,000 (547,000) - 1,194,549,000

NET ASSETS 
Beginning of Year 5,454,200,000 372,529,000 8,854,000 - 5,835,583,000

End of Period $6,591,554,000 $430,271,000 $8,307,000 - $7,030,132,000
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1. Summary of Significant Accounting Policies 

Basis of Presentation 
The accompanying Schedule of Expenditures of Federal Awards and Schedule of Expenditures of 
State Awards (the “Schedules”) include the Federal and State of New Jersey grant transactions of 
The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates (the “Enterprise”) 
recorded on the cash basis of accounting, which is a comprehensive basis of accounting other than 
accounting principles generally accepted in the United States of America. Because the Schedules 
present only a selected portion of the operations of the Enterprise, they are not intended to and do 
not present the financial position, changes in net assets or cash flows of the Enterprise. The 
information in these Schedules is presented in accordance with the requirements of Government 
Auditing Standards, issued by the Comptroller General of the United States; and the audit 
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), 
the New Jersey Department of the Treasury State Grant Compliance Supplement. 

Negative amounts represent adjustments or credits to amounts reported as expenditures in prior 
years. The pass-through ID numbers were noted in the Schedule of Federal Awards when 
available. 

 

2. Department of Health and Human Services Provider Relief Funds 
 

The Enterprise was the recipient of funding under Assistance Listing 93.498, Department of Health 
and Human Services (HHS) Coronavirus Aid Relief and Economic Security (CARES) Act Provider 
Relief Funds (PRF).  The grant activity presented in the Schedule of Expenditures of Federal 
awards associated with this Assistance Listing includes all Period 1 funding received between 
April 1, 2020 and June 30, 2020 as reported to HRSA via the PRF Reporting Portal and includes 
lost revenues and direct expenditures.  The Schedule of Expenditures of Federal Awards includes 
$54,274,751 of Provider Relief Funds received that have been covered by $2,378,443 of direct 
expenditures and $51,896,308 of lost revenues (the total eligible amount of lost revenues reported 
in the PRF reporting portal was $285,716,768). 

Business Name EIN Payments 
Received  

Lost Revenues Direct 
Expenditures 

Children’s Hospital of 
Philadelphia 

23-1352166 $42,896,367 $40,517,924 $2,378,443 

Children’s Health 
Care Associates of 
NJ, PC 

23-3036699 $900,214 $900,214 $0 

Children’s Health 
Care Associates, Inc. 

22-2785804 $6,536,794 $6,536,794 $0 

Children’s Surgical 
Associates, Ltd. 

23-2589322 $2,395,613 $2,395,613 $0 
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Children’s 
Anesthesiology 
Assoc Ltd 

23-2592835 $1,544,000 $1,544,000 $0 

Radiology Associates 
of Children’s Hospital, 
Inc. 

23-2665855 $1,763 $1,763 $0 

Totals  $54,274,751 $51,896,308 $2,378,443 

 

3. Facilities and Administrative Costs 

Expenditures consist of direct costs and indirect costs. The Enterprise applies its predetermined 
approved facilities and administration rate when charging indirect costs to federal awards rather 
than the 10% de minimis cost rate as described in Section 200.424 of the Uniform Guidance. 

 



 

 

City of Philadelphia Requirements 
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AIDS Activity Coordination Office Award #RM0810; CFDA #93.914 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 03/01/2020 to 02/28/2021 
Award Amount: $158,700 
Contract Number: 1720676-03 
Activity Description: Outpatient Ambulatory Medical Care MAI 
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Expenditures          
Personnel:   
 Salaries   $ 107,354  
 Fringe Benefits 27,134  

     Total Personnel Expenditures 134,488  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 134,488 

Administration -  

     Total Expenditures 134,488 

Program Revenue -  

Net AACO Funded Expenditures $ 134,488  
        

 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #RM0809; CFDA #93.914 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 03/01/2020 to 02/28/2021 
Award Amount: $187,983 
Contract Number: 1720676-03 
Activity Description: Care Services Case Management MAI 
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Expenditures          
Personnel:   
 Salaries   $ 119,206  
 Fringe Benefits 30,662  

     Total Personnel Expenditures 149,868  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 149,868  

Administration -  

     Total Expenditures 149,868  

Program Revenue -  

Net AACO Funded Expenditures $ 149,868  
        



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #RM1810; CFDA #93.914 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 03/01/2021 to 02/28/2022 
Award Amount: $154,400 
Contract Number: 2120574 
Activity Description: Outpatient Ambulatory Medical Care MAI 
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Expenditures          
Personnel:   
 Salaries   $ 38,253  
 Fringe Benefits 9,464  

     Total Personnel Expenditures 47,717  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 47,717  

Administration -  

     Total Expenditures 47,717  

Program Revenue -  

Net AACO Funded Expenditures $ 47,717  
        

 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #RW0650; CFDA #93.914 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 03/01/2020 to 02/28/2021 
Award Amount: $130,543 
Contract Number: 1720676-03 
Activity Description: Outpatient/Ambulatory Medical Care 
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Expenditures          
Personnel:   
 Salaries   $ 70,342  
 Fringe Benefits 18,035  

     Total Personnel Expenditures 88,377  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 88,377  

Administration -  

     Total Expenditures 88,377  

Program Revenue -  

Net AACO Funded Expenditures $ 88,377  
        



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #RW1650; CFDA #93.914 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 03/01/2021 to 02/28/2022 
Award Amount: $130,543 
Contract Number: 2120574 
Activity Description: Outpatient/Ambulatory Medical Care 
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Expenditures          
Personnel:   
 Salaries   $ 23,983  
 Fringe Benefits 6,129  

     Total Personnel Expenditures 30,112  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 30,112  

Administration -  

     Total Expenditures 30,112  

Program Revenue -  

Net AACO Funded Expenditures $ 30,112  
        

 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #RW0995; CFDA #93.914 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 03/01/2020 to 02/28/2021 
Award Amount: $171,038 
Contract Number: 1720676-03 
Activity Description: Care Services Case Management 
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Expenditures          
Personnel:   
 Salaries   $ 89,992  
 Fringe Benefits 23,757  

     Total Personnel Expenditures 113,749  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 113,749  

Administration -  

     Total Expenditures 113,749  

Program Revenue -  

Net AACO Funded Expenditures $ 113,749  
        

 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #RW1995; CFDA #93.914 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 03/01/2021 to 02/28/2022 
Award Amount: $171,038 
Contract Number: 2120574 
Activity Description: Care Services Case Management 
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Expenditures          
Personnel:   
 Salaries   $ 42,409  
 Fringe Benefits 11,196  

     Total Personnel Expenditures 53,605  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 53,605  

Administration -  

     Total Expenditures 53,605  

Program Revenue -  

Net AACO Funded Expenditures $ 53,605  
        

 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #CP0012; CFDA #93.940 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 01/01/2020 to 12/31/2021 
Award Amount: $128,000 
Contract Number: 1820411-03 
Activity Description: TAHC- Testing in Adolescent Healthcare Setting 
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Expenditures          
Personnel:   
 Salaries   $ 80,772  
 Fringe Benefits 21,324  

     Total Personnel Expenditures 102,096  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 102,096  

Administration -  

     Total Expenditures 102,096  

Program Revenue -  

Net AACO Funded Expenditures $ 102,096  
        



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #CP1012; CFDA #93.940 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 01/01/2021 to 12/31/2021 
Award Amount: $128,000 
Contract Number: 1820411-03 
Activity Description: TAHC- Testing in Adolescent Healthcare Setting 
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Expenditures          
Personnel:   
 Salaries   $ 50,041  
 Fringe Benefits 13,211  

     Total Personnel Expenditures 63,252  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 63,252  

Administration -  

     Total Expenditures 63,252  

Program Revenue -  

Net AACO Funded Expenditures $ 63,252  
        



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #CP1043; CFDA #93.940 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 01/01/2021 to 12/31/2021 
Award Amount: $20,000 
Contract Number: 1820411-03 
Activity Description: Comprehensive HIV Prevention and Surveillance Project 
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Expenditures          
Personnel:   
 Salaries   $ 4,979  
 Fringe Benefits 1,314  

     Total Personnel Expenditures 6,293  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 6,293  

Administration -  

     Total Expenditures 6,293  

Program Revenue -  

Net AACO Funded Expenditures $ 6,293  
        

 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #CP0043; CFDA #93.940 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 01/01/2020 to 12/31/2020 
Award Amount: $20,000 
Contract Number: 1820411-03 
Activity Description: Comprehensive HIV Prevention and Surveillance Project 
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Expenditures          
Personnel:   
 Salaries   $ 7,911  
 Fringe Benefits 2,089  

     Total Personnel Expenditures 10,000  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract 10,000  
 Other    -  

     Total Operating Expenditures 10,000  

     Total Direct Expenditures 20,000  

Administration -  

     Total Expenditures 20,000  

Program Revenue -  

Net AACO Funded Expenditures $ 20,000  
        

 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
AIDS Activity Coordination Office Award #ST1481; CFDA #93.940 
Statement of Program Expenditures and Program Revenues 
Year Ended June 30, 2021 
Grant Period 07/01/2020 to 06/30/2021 
Award Amount: $65,000 
Contract Number: 2020149-01 
Activity Description: HIV Navigation Services 
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Expenditures          
Personnel:   
 Salaries   $ 51,373  
 Fringe Benefits 13,563  

     Total Personnel Expenditures 64,936  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 64,936  

Administration -  

     Total Expenditures 64,936  

Program Revenue -  

Net AACO Funded Expenditures $ 64,936  
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Expenditures          
Personnel:   
 Salaries   $ 51,423  
 Fringe Benefits 13,577  

     Total Personnel Expenditures 65,000  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  -  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 65,000   

Administration -  

     Total Expenditures 65,000  

Program Revenue -  

Net AACO Funded Expenditures $ 65,000  
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Health Resource and Service Administration Award #1820007-03; CFDA #93.918 
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Contract Number: 1820007-03 
Activity Description: HIV Early Intervention Program - Title 3 
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Expenditures          
Personnel:   
 Salaries   $ 53,303  
 Fringe Benefits 12,655  

     Total Personnel Expenditures 65,958  

Operating:    
 Travel    -  
 Equipment -  
 Supplies  12,000  
 Printing   -  
 Subcontract -  
 Other    -  

     Total Operating Expenditures -  

     Total Direct Expenditures 77,958  

Administration -  

     Total Expenditures 77,958  

Program Revenue -  

Net AACO Funded Expenditures $ 77,958  
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 PricewaterhouseCoopers LLP, Two Commerce Square, Suite 1800, 2001 Market Street, Philadelphia, PA 19103-7042 
T: (267) 330 3000, F: (267) 330 3300, www.pwc.com/us 

Report of Independent Auditors on Internal Control Over Financial Reporting and on 
Compliance and Other Matters Based on an Audit of Financial Statements Performed in 

Accordance with Government Auditing Standards 

To the Board of Trustees of 
The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the consolidated financial statements of Children’s 
Hospital of Philadelphia Foundation and Controlled Affiliates  (the “Enterprise”), which comprise the 
consolidated balance sheets as of June 30, 2021, and the related consolidated statements of operations, 
changes in net assets and of cash flows for the year then ended, and the related notes to the financial 
statements, and have issued our report thereon dated September 30, 2021 which includes an emphasis of 
matter paragraph as the Enterprise changed its method of accounting for leases in 2021. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Enterprise’s internal 
control over financial reporting (“internal control”) as a basis for designing the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements, 
but not for the purpose of expressing an opinion on the effectiveness of the Enterprise’s internal control.  
Accordingly, we do not express an opinion on the effectiveness of the Enterprise’s internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a material 
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a 
timely basis.  A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged 
with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies.  Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses.  However, material weaknesses 
may exist that have not been identified. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Enterprise’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, noncompliance with which could have a direct and material 
effect on the financial statements.  However, providing an opinion on compliance with those provisions 
was not an objective of our audit, and accordingly, we do not express such an opinion.  The results of our 
tests disclosed no instances of noncompliance or other matters that are required to be reported under 
Government Auditing Standards. 
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Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity’s internal 
control or on compliance.  This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the Enterprise’s internal control and compliance.  
Accordingly, this communication is not suitable for any other purpose. 

 
 
Philadelphia, Pennsylvania 

September 30, 2021 



 

 
PricewaterhouseCoopers LLP, Two Commerce Square, Suite 1800, 2001 Market Street, Philadelphia, PA 19103-7042 
T: (267) 330 3000, F: (267) 330 3300, www.pwc.com/us 

Report of Independent Auditors on Compliance with Requirements 
That Could Have a Direct and Material Effect on Each Major Program and on 

Internal Control Over Compliance in Accordance with the Uniform Guidance and the City 
of Philadelphia Subrecipient Audit Guide, which incorporates the guidance from the 

Uniform Guidance 

To the Board of Trustees of 
The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 

Report on Compliance for Each Major Federal and City of Philadelphia Program 

We have audited the Children’s Hospital of Philadelphia Foundation and Controlled Affiliates’ 
(the “Enterprise”)’s compliance with the types of compliance requirements described in the OMB 
Compliance Supplement and the City of Philadelphia Subrecipient Audit Guide, which incorporates the 
guidance from OMB Uniform Guidance, that could have a direct and material effect on each of the 
Enterprise’s major federal and City of Philadelphia programs for the year ended June 30, 2021. 
The Enterprise’s major federal and City of Philadelphia programs are identified in the summary of 
auditor’s results section of the accompanying schedule of findings and questioned costs. 

Management’s Responsibility 

Management is responsible for compliance with federal and City of Philadelphia statutes, regulations and 
the terms and conditions of its federal and City of Philadelphia awards applicable to its federal and City of 
Philadelphia programs. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for each of the Enterprise’s major federal and 
City of Philadelphia programs based on our audit of the types of compliance requirements referred to 
above.  We conducted our audit of compliance in accordance with auditing standards generally accepted in 
the United States of America; the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States; and the audit requirements 
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards (Uniform Guidance) and the audit requirements 
of the City of Philadelphia Subrecipient Audit Guide, which incorporate the guidance from OMB Uniform 
Guidance.  Those standards and the Uniform Guidance require that we plan and perform the audit to 
obtain reasonable assurance about whether noncompliance with the types of compliance requirements 
referred to above that could have a direct and material effect on a major federal or city program occurred.  
An audit includes examining, on a test basis, evidence about the Enterprise’s compliance with those 
requirements and performing such other procedures as we considered necessary in the circumstances. 

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal 
and City of Philadelphia program.  However, our audit does not provide a legal determination of the 
Enterprise’s compliance. 
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Opinion on Each Major Federal and City of Philadelphia Program 

In our opinion, the Enterprise complied, in all material respects, with the types of compliance 
requirements referred to above that could have a direct and material effect on each of its major federal and 
City of Philadelphia programs for the year ended June 30, 2021. 

Report on Internal Control Over Compliance 

Management of the Enterprise is responsible for establishing and maintaining effective internal control 
over compliance with the types of compliance requirements referred to above.  In planning and 
performing our audit of compliance, we considered the Enterprise’s internal control over compliance with 
the types of requirements that could have a direct and material effect on each major federal and City of 
Philadelphia program to determine the auditing procedures that are appropriate in the circumstances for 
the purpose of expressing an opinion on compliance for each major federal and City of Philadelphia 
program and to test and report on internal control over compliance in accordance with the Uniform 
Guidance and the City of Philadelphia Subrecipient Audit Guide, which incorporates the guidance from 
OMB Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance.  Accordingly, we do not express an opinion on the effectiveness of the 
Enterprise’s internal control over compliance. 

A deficiency in internal control over compliance exists when the design or operation of a control over 
compliance does not allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a 
federal or city program on a timely basis.  A material weakness in internal control over compliance is a 
deficiency, or combination of deficiencies, in internal control over compliance, such that there is a 
reasonable possibility that material noncompliance with a type of compliance requirement of a federal or 
city program will not be prevented, or detected and corrected, on a timely basis.  A significant deficiency 
in internal control over compliance is a deficiency, or a combination of deficiencies, in internal control 
over compliance with a type of compliance requirement of a federal or city program that is less severe than 
a material weakness in internal control over compliance, yet important enough to merit attention by those 
charged with governance. 

Our consideration of internal control over compliance was for the limited purpose described in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control over 
compliance that might be material weaknesses or significant deficiencies.  We did not identify any 
deficiencies in internal control over compliance that we consider to be material weaknesses.  However, 
material weaknesses may exist that have not been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing 
of internal control over compliance and the results of that testing based on the requirements of the 
Uniform Guidance and the City of Philadelphia Subrecipient Audit Guide, which incorporates the 
guidance from OMB Uniform Guidance.  Accordingly, this report is not suitable for any other purpose. 

 
 
Philadelphia, Pennsylvania 

June 30, 2022



 

 

Schedule of Findings and Questioned Costs



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
Schedule of Findings and Questioned Costs 
Fiscal Year Ended June 30, 2021 

79 

Section I – Summary of Auditor’s Results 

Consolidated Financial Statements 
(i) Type of auditor’s report issued Unmodified 

  
(ii) Internal control over financial reporting : 

Material weakness(es) identified? 
Significant deficiency(ies) identified not considered to 
be material weaknesses? 

 
___ yes 

___ yes 

  X    no 

  X    none reported 

(iii) Noncompliance material to consolidated financial 
statements noted? 

 ___ yes   X    no 

Federal Awards    

(iv) Internal control over major programs : 
Material weakness(es) identified? 
Significant deficiency(ies) identified not considered to 
be material weaknesses? 

 
___ yes 

___ yes 

  X    no 

  X    none reported 

(v) Type of auditor’s report issued on compliance for major 
programs: Unmodified 

(vi) Any audit findings disclosed that are required to be 
reported in accordance with 2CFR 200.516(a)? 

      yes   X    none reported 

(vii) Identification of major programs:   
Name of Federal Program or Cluster Assistance Listing Number 
COVID-19 Provider Relief Funds 93.498  

(viii) Dollar threshold used to distinguish between Type A and 
Type B programs: $3,000,000 

(ix) Auditee qualified as low-risk auditee   X    yes ___ no 

City Awards   
(iv) Internal control over major programs : 

Material weakness(es) identified? 
Significant deficiency(ies) identified not considered to be 
material weaknesses? 

___ yes 

___ yes 

  X    no 

  X    none reported 

(v) Type of auditor’s report issued on compliance for major 
programs: Unmodified 

(vi) Any audit findings disclosed that are required to be 
reported in accordance with the 2CFR 200.516(a) and the 
City of Philadelphia Subrecipient Audit Guide    X    none reported 
   

(vii) Identification of major programs:   
Name of City Program Assistance Listing Number 
AIDS Activities Coordinating Office (AACO) 93.940  

(i) Dollar threshold used to distinguish between Type A 
and Type B programs: $750,000 

(ii) Auditee qualified as low-risk auditee   X    yes ___ no 
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Section II – Financial Statement Findings 

None noted. 

Section III – Federal and City Award Findings and Questioned Costs 

None noted. 



The Children’s Hospital of Philadelphia Foundation and Controlled Affiliates 
Summary Schedule of Prior Audit Findings 
Fiscal Year Ended June 30, 2020 

81 

 
 
Section III - Federal and City Awards 
 
There are no findings from prior years that require an update in this report. 
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