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Independent Auditor’s Report

Board of Directors
Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s Health System and Subsidiaries

Report on the Audit of the Financial Statements

Opinion

We have audited the consolidated financial statements of Miami Children’s Health System, Inc. d/b/a
Nicklaus Children’s Health System and Subsidiaries (the System), which comprise the consolidated
balance sheets as of December 31, 2024 and 2023, and the related consolidated statements of
operations and changes in net assets and cash flows for the years then ended, and the related notes to
the consolidated financial statements (collectively, the financial statements).

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of the System as of December 31, 2024 and 2023, and the results of their operations and their
cash flows for the years then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States
of America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Our responsibilities under those
standards are further described in the Auditor's Responsibilities for the Audit of the Financial Statements
section of our report. We are required to be independent of the System and to meet our other ethical
responsibilities, in accordance with the relevant ethical requirements relating to our audits. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about the System’s ability to continue as
a going concern within one year after the date that the financial statements are issued.
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Auditor’s Responsibilities for the Audit of the Financial Statements

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

In performing an audit in accordance with GAAS and Government Auditing Standards, we

e Exercise professional judgment and maintain professional skepticism throughout the audit.

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

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

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

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

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 20,
2025, on our consideration of the System’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. 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 the System’s 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
System’s internal control over financial reporting and compliance.

PSSk VS LLP

Coral Gables, Florida
March 20, 2025



Nicklaus Children’s Health System and Subsidiaries

Consolidated Balance Sheets
December 31, 2024 and 2023

2024 2023
Assets
Current assets:
Cash and cash equivalents 166,111,590 122,667,711
Patient accounts receivable 112,208,771 130,654,952
Direct payment program receivable 210,162,212 181,428,893
Current portion of assets limited as to use 26,818,111 22,258,048
Other current receivables 23,730,054 18,656,343
Inventories 14,841,591 14,126,144
Prepaid expenses 19,576,218 16,418,988
Total current assets 573,448,547 506,211,079
Assets limited as to use:
Self insurance funding arrangement held by trustee 30,546,380 40,463,803
Restricted investments 23,340,541 31,114,179
Bond indenture agreements held by trustee 13,239,127 102,626,138
67,126,048 174,204,120
Pledges receivable, net 31,981,072 23,186,198
Total assets limited as to use, net of current portion 99,107,120 197,390,318
Investments 579,780,047 529,623,083
Note receivable 907,948 667,474
Investments in joint ventures 3,532,672 3,532,672
Property and equipment, net 595,679,382 483,195,819
Operating lease right-of-use assets, net 59,012,141 48,076,850
Finance lease right-of-use assets, net 804,902 -
Other long-term assets 47,927,440 16,067,684

Total assets

(Continued)

$ 1,960,200,199

$ 1,784,764,979




Nicklaus Children’s Health System and Subsidiaries

Consolidated Balance Sheets (Continued)
December 31, 2024 and 2023

2024 2023
Liabilities and Net Assets
Current liabilities:
Accounts payable and accrued expenses 217,664,970 219,427,334
Current portion of liability for self-insurance 33,675,296 29,093,208
Current portion of bonds payable 9,330,000 9,090,000
Current portion of operating lease liabilities 9,217,078 8,405,606
Current portion of finance lease liabilities 162,155 -
Total current liabilities 270,049,499 266,016,148
Liability for self-insurance, net of current portion 101,428,110 73,607,874
Fair value of swap agreements 2,953,589 5,313,538
Long-term portion of bonds payable 448,102,648 459,160,181
Other long-term liabilities 1,485,879 1,723,271
Operating lease liabilities, less current portion 55,475,272 45,839,342
Finance lease liabilities, less current portion 642,747 -
Total liabilities 880,137,744 851,660,354
Net assets:
Net assets without donor restrictions:
Nicklaus Children’s Health System and Subsidiaries 925,919,978 792,056,361
Noncontrolling interest in subsidiary 2,768,422 2,505,663
Total net assets without donor restrictions 928,688,400 794,562,024
Net assets with donor restrictions 151,374,055 138,542,601
Total net assets 1,080,062,455 933,104,625

Total liabilities and net assets

See notes to consolidated financial statements.

$ 1,960,200,199

$ 1,784,764,979




Nicklaus Children’s Health System and Subsidiaries

Consolidated Statements of Operations and Changes in Net Assets

Years Ended December 31, 2024 and 2023

2024

2023

Revenues, gains and other support:
Net patient service revenue
Grant, contribution and other revenue
Investment income and realized gains, net
Net assets released from restrictions used for operations
Total revenues, gains and other support

Operating expenses:
Salaries and benefits
Medical fees
Supplies
Purchased services
Depreciation and amortization
Repairs and maintenance
Equipment rental and facility costs
Malpractice and other insurance
Interest
Advertising
Other

Total expenses

Income from continuing operations before discontinued operations

Gain on discontinued operations

Income from operations before nonoperating activities

Net unrealized gains on investments
Net payment received from swap counterparty
Change in fair value of swap agreements
Other non-operating loss

Revenues over expenses

Excess of revenues under expenses attributable to noncontrolling

interest in subsidiary

Revenues over expenses attributable to Nicklaus

Children’s Health System and Subsidiaries

(Continued)

$ 1,076,924,728
53,120,073
45,473,502
7,155,258

$ 1,026,951,865
45,141,826
24,329,249
8,578,482

1,182,673,561

1,105,001,422

589,638,888
9,221,178
103,779,146
110,003,521
38,796,529
18,710,440
28,530,539
32,147,731
10,114,580
9,930,209
124,416,672

557,114,402
11,058,223
103,448,235
104,716,563
41,061,518
18,214,920
26,565,349
23,246,599
9,639,723
8,887,508
97,301,807

1,075,289,433

1,001,254,847

107,384,128 103,746,575
- 102,584
107,384,128 103,849,159
15,036,029 39,055,333
97,443 17,611
2,359,949 223,525
(533,844) (4,318,204)
124,343,705 138,827,424
(1,573,033) (1,542,416)

$ 122,770,672

$ 137,285,008




Nicklaus Children’s Health System and Subsidiaries

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

Years Ended December 31, 2024 and 2023

2024 2023
Changes in net assets without donor restrictions:
Revenues over expenses attributable to Nicklaus Children’s
Health System and Subsidiaries 122,770,672 $ 137,285,008
Distribution to noncontrolling interest (1,309,958) (2,301,477)
Loss on discontinued operations attributable to noncontrolling interest (317) (157,965)
Revenues over expenses attributable to noncontrolling interest 1,573,033 1,542,416
Net assets released from restrictions used for property and equipment 11,092,946 6,466,811
Increase in net assets without donor restrictions 134,126,376 142,834,793
Changes in net assets with donor restrictions:
Contributions to the Foundation 24,029,818 8,986,389
Change in value of charitable remainder trusts held by others (38,891) 15,889
Net assets released from restrictions used for operations (7,155,258) (8,578,482)
Net assets released from restrictions used for property and equipment (11,092,946) (6,466,811)
Net unrealized gain on investments with donor restrictions 2,842,289 4,902,278
Net realized gain on investments with donor restrictions 4,246,442 1,781,898
Increase in net assets with donor restrictions 12,831,454 641,661
Increase in net assets 146,957,830 143,476,454
Net assets at beginning of year 933,104,625 789,628,171
Net assets at end of year $ 1,080,062,455 $ 933,104,625

See notes to consolidated financial statements.




Nicklaus Children’s Health System and Subsidiaries

Consolidated Statements of Cash Flows
Years Ended December 31, 2024 and 2023

2024 2023
Cash flows from operating activities:
Increase in net assets $ 146,957,830 $ 143,476,454
Adjustments to reconcile change in net assets to net cash provided by
operating activities:
Net unrealized gains on investments (15,036,029) (39,055,333)
Change in fair value of swap agreements (2,359,949) (223,525)
Loss on disposals 91,964 165,355
Depreciation and amortization 38,796,529 41,061,518
Amortization of operating lease right-of-use assets (506,344) (700,989)
Change in value of charitable remainder trusts 38,891 (15,889)
Net realized (losses) gains on sales of unrestricted investments (17,478,090) 630,061
Amortization of premium / discount (1,961,371) (2,077,257)
Restricted contributions (24,029,818) (8,986,889)
Gain on discontinued operations - (102,584)
Changes in operating assets (67,905,430) (99,218,373)
Changes in operating liabilities 30,297,273 74,044,201
Net cash provided by operating activities 86,905,456 108,996,750
Cash flows from investing activities:
Purchase of property and equipment (159,439,900) (114,080,450)
Purchase of investments (263,334,284) (50,216,053)
Proceeds from sales and maturities of investments 267,656,163 33,272,757
Notes receivable (240,474) 693,676
Investments in joint ventures - 2,395,509
Net cash used in investing activities (155,358,495) (127,934,561)
Cash flows from financing activities:
Repayment of bonds payable (8,856,162) (8,752,960)
Proceeds from restricted contributions 24,029,818 8,986,889
Net cash provided by financing activities 15,173,656 233,929
Net decrease in cash and cash equivalents and
restricted cash (53,279,383) (18,703,882)
Cash and cash equivalents and restricted cash at beginning of year (Note 3) 252,103,640 270,807,522
Cash and cash equivalents and restricted cash at end of year (Note 3) $ 198,824,257 $ 252,103,640
Supplemental disclosures of cash flow information:
Cash paid for interest, net of amounts capitalized $ 12,087,647 $ 11,373,991
In-kind contributions $ 1,543,434 3 1,907,788
Purchases of property and equipment included in accounts payable $ 22,960,567 $ 12,919,433

See notes to consolidated financial statements.



Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 1. Organization

The consolidated financial statements of Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s
Health System and Subsidiaries (the System) include the following operations:

The System is a nonprofit organization formed as a holding company for Variety Children’s Hospital
d/b/a Nicklaus Children’s Hospital and Subsidiaries (the Hospital). Additionally, the System facilitates
partnerships with private physicians and explores other revenue opportunities. The System includes a
regional pediatric network anchored by the Hospital, located in Miami-Dade County, Florida. The
Hospital is complemented by a network of ambulatory centers and pediatric care clinics located
throughout South Florida, primarily in Miami-Dade, Broward and Palm Beach counties.

The Hospital is a nonprofit organization that was formed to provide pediatric health care services. The
Hospital is licensed to operate a 307-bed facility and is a subsidiary of the System.

Nicklaus Children’s Pediatric Specialists, LLC (NCPS) is a single member Limited Liability Company
formed to support the physician practices deemed necessary by the Hospital. NCPS is a subsidiary of
the System.

Nicklaus Children’s Hospital Foundation, LLC (Foundation) is a single member Limited Liability
Company formed to raise funds and support the Hospital and other related organizations. The
Foundation is a subsidiary of the System.

Children’s Health Ventures, Inc. (CHV) is a for-profit financial holding company created to enter into
joint ventures to access new markets and provide revenue opportunities. CHV is a subsidiary of the
System.

Mama Bear’s Shoppes, LLC (MB) is a for-profit single member Limited Liability Company formed to
support property management and business development services of the Hospital and to operate and
manage the on-campus coffee shop. MB is a subsidiary of CHV.

Miami Children’s Health Plan, LLC (the Health Plan) is a limited liability company formed with an
independent third-party. The Health Plan operated as a licensed Florida Medicaid provider and was a
subsidiary of the Hospital, which owned 75% of member units. In April 2021, the Hospital sold the
health plan membership and recorded the sale transaction and all operations within gain on
discontinued operations in the consolidated statements of operations and changes in net assets

(see Note 17). The final accounting of the health plan is in wind-down and is anticipated to be
completed during 2025.

Miami Children’s Insurance SPC, Limited (the Captive) was formed in the Cayman Islands to access
professional liability insurance markets. The Captive is a subsidiary of the Hospital.

Miami Children’s Hospital Ambulatory Surgery Center, LLC (MCH ASC) is a limited liability company
which operates an ambulatory surgery center at Florida International University. MCH ASC is a
subsidiary of the Hospital, which owns 52.2%.

All significant intercompany balances and transactions have been eliminated in consolidation.



Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies

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 (GAAP). Revenues, gains and other support are generally recognized when services
are provided. Expenses are recognized when incurred.

Use of estimates: The preparation of the accompanying consolidated financial statements, in conformity
with GAAP, requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosures of contingent assets and liabilities at the date of the consolidated
financial statements and the reported amounts of revenues and expenses during the reporting period.
The System considers critical accounting policies to be those that require more significant judgments and
estimates in the preparation of its consolidated financial statements, including the following: recognition of
net patient revenues; valuation of net accounts receivable, losses and expenses related to health care,
professional and general liabilities, and estimated third-party payor settlements. Management relies on
historical experience and on other assumptions believed to be reasonable under the circumstances in
making its judgments and estimates. Actual results could differ from these estimates.

Cash and cash equivalents: Cash and cash equivalents include investments with maturity of three
months or less when purchased, excluding amounts whose use is limited. In addition, highly liquid
investments that are readily convertible to cash with an original maturity of three months or less when
purchased are also shown as cash and cash equivalents.

Patient accounts receivable: Accounts receivable for medical services are stated at the estimated
transaction price. The System estimates the collectability of an implicit price concession based on
historical write-offs and the aging of the accounts. Accounts are written off when collection efforts have
been exhausted. The System determined that there were no material current expected credit losses as of
December 31, 2024 or 2023.

Concentration of credit risk: The System maintains its cash and cash equivalents with several financial
institutions. All accounts at these financial institutions are insured to the limits established by the Federal
Deposit Insurance Corporation, per bank. The System has cash deposits that exceed the federally
insured amounts. Management does not anticipate nonperformance by the financial institutions.

The System grants credit without collateral to its patients. The mix of net receivables from patients and
third-party payors, which approximated $112,209,000 and $130,655,000 as of December 31, is as
follows:

2024 2023
Medicaid and Medicaid HMO 41% 31%
Commercial 43% 50%
Self pay and other 16% 19%
100% 100%




Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Inventories: Inventories, consisting primarily of medical supplies and drugs, are stated at the lower of
cost (as determined by the average cost method) or net realizable value.

Investments (including assets limited as to use): Investments in equity securities with readily
determinable fair values and all investments in debt securities are measured at fair value in the
accompanying consolidated balance sheets. Investment income or loss (including realized gains and
losses on investments, interest and dividends) is included within revenues over expenses, unless the
income or loss is restricted by donor or law. Unrealized gains and losses are recognized in non-operating
income for trading securities. The System has elected to treat all of its investments, other than the
alternative investments, as trading securities. Investments that are not available for current operations as
a result of contractual obligations or for other reasons are not included in current assets.

Assets limited as to use include investments held by trustees under bond indenture agreements, self-
insurance trust arrangements and investments with donor restrictions.

The System has elected the fair value option prescribed by Accounting Standards Codification (ASC)
Topic 825-10, Financial Instruments—Overall, for investments in investment funds which might otherwise
qualify for the cost method or equity method of accounting and ASC Topic 958, Accounting for Certain
Investments Held by Not-for-Profit Organizations. Management of the System believes that presenting
these investments at fair value provides for better indication of the System’s financial position as of each
reporting date. As of December 31, 2024 and 2023, the System held approximately $253,208,000 and
$147,819,000, respectively, of alternative investment funds. As a practical expedient, the System is
permitted to report investments that do not have a readily available fair value, based on the net asset
value (NAV), or its equivalent, such as ownership interest in the alternative investment funds as of the
reporting date, without further adjustment, unless it is probable that the investment will be sold at a value
significantly different than the NAV. In using the NAV as a practical expedient, certain attributes of the
investment that may affect the fair value of the investment are not considered in measuring fair value.
Attributes of those investments include, but are not limited to, restrictions on the investor’s ability to
redeem its investments at the measurement date, any unfunded commitments and the investment
strategies of the investees. The System has elected to use the NAV to report the fair value of the
alternative investment funds, based on the fair values as reported by the related investment managers to
the System.

Due to the level or risks associated with these investments and the level of uncertainty related to potential
changes in the value of such investments, it is at least reasonably possible that changes in risk factors in
the near term could affect the carrying value of individual investments and the related amounts reported
in the System'’s financial statements, and such amounts could be material.

Bond issuance costs: Bond issuance costs relating to hospital revenue bonds are amortized to
operations over the term of the related financing agreement using the effective-interest method.
Amortization of bond issuance costs is included in depreciation and amortization expense in the
accompanying consolidated statements of operations and changes in net assets. Bond issuance costs
are included in the consolidated balance sheets within the long-term portion of bonds payable.

Property and equipment: Property and equipment acquisitions are recorded at cost if purchased or fair
value if donated. Expenditures that materially increase values, change capacities or extend useful lives
are capitalized. Depreciation is recorded over the estimated useful life of each class of depreciable asset
(which ranges from approximately 10 to 80 years for buildings and 3 to 10 years for furniture, fixtures and
equipment), except works of art, which are not depreciated, and is computed using the straight-line
method.
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Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Interest cost incurred on borrowed funds during the period of construction of capital assets is capitalized
as a component of the cost of acquiring those assets. During 2024 and 2023, the System capitalized
approximately $6,103,000 and $6,579,000 of interest expense, respectively.

Gifts of long-lived assets such as land, buildings, equipment or works of art are reported at fair value at
the date of donation as unrestricted support and are excluded from revenues over expenses, unless
explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with
explicit restrictions that specify how the assets are to be used and gifts of cash or other assets that must
be used to acquire long-lived assets are reported as restricted support. Absent explicit donor stipulations
about how long those long-lived assets must be maintained, expirations of donor restrictions are
transferred from restricted to unrestricted when the donated or acquired long-lived assets are placed in
service.

Other long-term assets, donor restricted: The System is the beneficiary of one irrevocable charitable
remainder trust. Assets, which consist of investment accounts held in the trust’'s name, are released from
donor restrictions by the occurrence of time or events specified by the donor. The System’s interest in the
charitable remainder trust is recorded at fair value and included in other long-term assets on the
accompanying consolidated balance sheets. Changes in the fair value are recorded as changes in donor
restricted net assets.

Impairment of long-lived assets: The System evaluates long-lived assets for impairment whenever
adverse events or changes in circumstances or business climate indicate that expected future cash flows
may not be sufficient to support the recorded asset. If circumstances suggest that an asset may be
impaired, an assessment of recoverability is performed prior to any write-down of assets. An impairment
charge is recorded on those asset groups for which the estimated fair value is below its carrying amount.
The System has concluded no significant impairment of long-lived assets existed as of December 31,
2024 and 2023.

Leases: The System determines whether an arrangement is a lease at the inception of the arrangement
based on the terms and conditions in the contract. A contract contains a lease if there is an identified
asset and the System has the right to control the asset. The System classifies leases as operating or
finance leases for financial reporting purposes, beginning at the lease commencement date. Lease right-
of-use (ROU) assets represent the System’s right to use an underlying asset for the lease term and a
lease liability represents the System’s obligation to make lease payments arising from the lease. ROU
assets and liabilities are recognized at the commencement date based on the present value of lease
payments over the lease terms. The System has elected to use the rate implicit in the lease agreement in
determining the present value of lease payments unless that rate cannot be readily determined. In that
case, the System will use the risk-free rate for the same period of time as the lease term. The System
defines the risk-free rate as the U.S. Treasury yield curve rate. Lease terms include options to extend the
lease when it is reasonably certain those options will be exercised. The System has elected to not
recognize assets and liabilities for leases with a lease term of 12 months or less (short-term leases).
Lease payments for short-term leases are recognized as expense on a straight-line basis and any
variable lease payments are recognized as expense in the period for which the obligation is incurred. The
System has lease agreements with lease and non-lease components, which the System has elected to
account for as a single lease component for all asset classes. In the consolidated statements of
operations and changes in net assets, lease expense for operating lease payments is recognized on a
straight-line basis over the lease term. For finance leases, the lease liability is unwound using the
effective interest rate method, where interest expense is recognized over the lease term.

11



Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Self-insurance programs: The System is self-insured or retains a portion of the risk for certain employee
health claims, workers’ compensation claims and professional liability claims. The provision for estimated
health, workers’ compensation claims and professional and general liabilities includes estimates of the
ultimate costs for both reported claims and claims incurred but not reported.

Derivative financial instruments: Under GAAP, the System is required to record all derivative
instruments at their respective fair values in the consolidated balance sheets. The System’s derivatives
consist of interest rate and basis rate swap transactions. All changes in fair value are reflected in the
accompanying consolidated statements of operations and changes in net assets. The System utilizes
swap agreements to mitigate volatility and manage exposure to interest rate fluctuations.

Net assets without donor restrictions: Net assets without donor restrictions represent resources
generated from operations, proceeds of debt issuance, unrestricted donations and lapse of donor
restrictions that are no longer subject to donor-imposed stipulations.

Net assets with donor restrictions: Net assets with donor restrictions are those whose use by the
System has been limited by donors to a specific time period or purpose or have been restricted by donors
to be maintained by the System in perpetuity. Generally, the donor of the net assets restricted in
perpetuity permits the System to use all or part of the income earned on related investments for general
or specific purposes.

Net patient service revenue: The System reports patient service revenue at the amount that reflects the
consideration to which the System 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 and includes variable consideration for retroactive adjustments due to settlement of audits and
reviews. Revenue is recognized as performance obligations are satisfied.

Performance obligations are determined based on the nature of the services provided by the System.
Revenue for performance obligations satisfied over time is recognized based on actual charges incurred
in relation to total expected (or actual) charges. The System 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. The System 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 System does not believe it is required to provide additional
goods or services to the patient.

As the System’s performance obligations relate to contracts with a duration of less than one year, the
System has elected to apply the optional exemption provided in Financial Accounting Standards Board
(FASB) ASC 606-10-50-14(a) and, therefore, is not required to disclose the aggregate amount of the
transaction price allocated to performance obligations that are unsatisfied or partially unsatisfied at the
end of the reporting period. The unsatisfied or partially unsatisfied performance obligations referred to
above are primarily related to inpatient 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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Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

The System determines the transaction price based on standard charges for goods and services provided
to patients, reduced by contractual adjustments provided to third-party payors, discounts provided to
uninsured patients in accordance with the System’s policy and/or implicit price concessions. The implicit
price concessions included in estimating the transaction price represent the difference between amounts
billed to patients and the amounts expected to collect based on the System’s collection history with
similar class of patients. Subsequent changes to the estimate of the transaction price are generally
recorded as adjustments to patient service revenue in the period of the change. Subsequent changes that
are determined to be the result of an adverse change in the patient’s ability to pay are recorded as bad
debt expense. Bad debt expense for the years ended December 31, 2024 and 2023, was not significant.

The System 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 System’s 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. However, the System does, in certain instances, enter into payment agreements with
patients that allow payments in excess of one year. For those cases, the financing component is not
deemed to be significant to the contract.

Grants and contracts: Reciprocal grant and contract revenue is recognized when the expenses have
been incurred for the purpose specified by the grantor or in accordance with the terms of the agreement.
Payments received in advance are reported as deferred revenue. Grant and contract amounts due to the
System are included in other current receivables.

Financial assistance and uncompensated care: The System provides care to patients, who meet
certain criteria under its financial assistance and uncompensated care policy, without charge or at
amounts less than its established rates. Such patients are identified based on financial information
obtained from the patient or presumptive eligibility analysis. Because the System does not pursue
collection of amounts determined to qualify as financial assistance and uncompensated care, they are not
reported as net patient service revenue.

The System maintains records to identify and monitor the level of charity care it provides. These records
include the charges for services and supplies furnished under its charity care policy. Adjustments for free
care are recorded at the time services are provided. The estimated cost of providing charity care is based
on the ratio of cost to gross charges.

Donor contributions: Unconditional promises to give cash and other assets to the System are reported
at fair value at the date the promise is received. Conditional promises to give and indications of intentions
to give are reported at fair value at the date the condition is met. The contributions are reported as donor
restricted support if they are received with donor stipulations that limit the use of the donated assets.
When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is
accomplished, restricted net assets are reclassified as without restrictions and reported in the
accompanying consolidated statements of operations and changes in net assets as net assets released
from restrictions. Donor-restricted contributions whose restrictions are met within the same year as
received are reported as unrestricted contributions in the accompanying consolidated financial
statements. All contributions are considered to be available without donor restricted use unless
specifically restricted by the donor.
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Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 2. Summary of Significant Accounting Policies (Continued)

Contributed services: A substantial number of unpaid volunteers have made significant contributions of
their time, principally in patient service programs and in the operation of a gift shop. The value of this
contributed time is not reflected in these consolidated financial statements since it is not susceptible to
objective measurement or valuation and the equivalent of an employer/employee relationship does not
exist.

Revenues over expenses: The accompanying consolidated statements of operations and changes in
net assets include the revenues over expenses as the System’s performance indicator. Changes in net
assets without donor restrictions that are excluded from revenues over expenses, consistent with industry
practice, include distributions to noncontrolling interest, gain on discontinued operations attributable to
noncontrolling interest, revenues over expenses attributable to noncontrolling interest, contributions of
long-lived assets (including assets acquired using contributions that by donor restriction were to be used
for the purposes of acquiring such assets) and capital contributions from noncontrolling interest in
subsidiary.

Direct Payment Program: The Florida Medicaid Supplemental — Direct Payment Program (DPP) was
initially approved in Florida during 2021. The System recorded a receivable of approximately $210,162,000
and $181,429,000 in connection with this program as of December 31, 2024 and 2023, respectively. The
revenue associated with this program is recorded within net patient service revenue. Taxes and other
program related costs, totaling approximately $92,755,000 and $67,647,000 for the years ended
December 31, 2024 and 2023, respectively, are reflected within other expenses in the consolidated
statements of operations and changes in net assets. During the years ended December 31, 2024 and
2023, the System has made payments of approximately $96,177,000 and $66,289,000 with the remaining
$16,851,000 and $20,273,000 in accounts payable and accrued expenses within the consolidated balance
sheets. As of March 20, 2025, the System is pending to receive Year 4 payments associated with DPP and
the Year 3 payments have been fully collected.

Income taxes: The System and certain of its affiliated organizations qualify as tax-exempt, nonprofit
organizations under Section 501(c)(3) of the Internal Revenue Code (the Code). The Hospital, NCPS and
the Foundation are exempt from federal income tax on related income pursuant to Section 501(a) of the
Code as described in Section 501(c)(3). These tax-exempt entities had no tax provision for the years
ended December 31, 2024 and 2023. The Captive Insurance Company is not subject to income taxes, as
no income taxes are levied in the Cayman Islands. The System believes there is no uncertain tax liability
which should be recorded as of December 31, 2024 and 2023.

Distributions to noncontrolling interests: Certain consolidated subsidiaries of the System have
members who hold a noncontrolling ownership interest. Upon authorization of the boards of those
subsidiaries, cash available for distribution, or a portion thereof, arising from operations or other sources
may be distributed to the System and the noncontrolling members ratably in accordance with the
members’ respective membership interests.

Recent accounting pronouncements: In August 2023, the FASB issued ASU 2023-05, Business
Combinations—dJoint Venture Formations (Subtopic 805-60): Recognition and Initial Measurement, which
requires that a joint venture, upon formation, apply a new basis of accounting. The amendments in this
ASU are effective prospectively for all joint venture formations with a formation date on or after January 1,
2025. The System is currently evaluating the impact of this new guidance on its consolidated financial
statements.
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Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 3. Cash, Cash Equivalents and Restricted Cash

The following table provides a reconciliation of cash, cash equivalents and restricted cash reported within
the consolidated balance sheets that sum to the total of the same such amounts shown in the
consolidated statements of cash flows. See Note 4 for additional information on assets limited as to use.

2024 2023
Cash and cash equivalents $ 166,111,590 $ 122,667,711
Restricted cash held under self-insured funding and held
by trustee under bond indenture agreements 32,712,667 129,435,929
$ 198,824,257 $ 252,103,640
Note 4. Investments, Assets Limited as to Use and Fair Value Measurements

The System follows ASC 820, Fair Value Measurements and Disclosures, which provides a framework for
measuring the fair value of certain assets and liabilities and disclosures about fair value measurements.
As defined in ASC 820, fair value is the price that would be received to sell an asset or paid to transfer a
liability in an orderly transaction between market participants at the measurement date. The hierarchy
gives the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(Level 1 measurement) and the lowest priority to unobservable inputs (Level 3 measurement). The three
levels of the fair value hierarchy defined by ASC 820 and a description of the valuation methodologies
used for instruments measured at fair value are as follows:

Level 1: Fair value is determined by using quoted prices (unadjusted) for identical assets or liabilities in
active markets.

Level 2: Significant other observable inputs other than Level 1 prices 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. Level 2 investments also
include alternative investments, measured using the practical expedient, that do not have any
significant redemption restrictions, lock up periods, gates or other characteristics that would
cause liquidation and report date NAV to be significantly different, if redemption were requested
at report date.

Level 3: Unobservable inputs, including alternative investments measured using the practical expedient
have significant redemption and other restrictions that would limit the System’s ability to redeem
out of the fund at report date NAV. Level 3 investments consist of beneficial interests in
charitable remainder trusts.
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Notes to Consolidated Financial Statements

Note 4.

Investments, Assets Limited as to Use and Fair Value Measurements (Continued)

The System'’s significant financial assets and liabilities that are measured at fair value on a recurring

basis for the years ended December 31, is as follows:

Level 2024 2023
Assets limited as to use:
Under self-insured funding:
Malpractice funding arrangements:
Cash and cash equivalents 1 $ 434,741 470,032
U.S. Treasury and agency obligations 2 17,082,839 18,173,925
Corporate debt securities 2 11,444,463 12,172,497
Equity mutual funds 1 28,402,448 31,905,397
Under bond indenture agreements:
Cash and cash equivalents 1 13,239,127 102,626,138
Restricted investments:
Cash and cash equivalents 1 19,038,799 26,339,759
U.S. Treasury and agency obligations 2 4,301,742 4,774,420
Pledges receivable, net N/A 31,981,072 23,186,198
125,925,231 219,648,366
Less current portion of assets limited as to use (26,818,111) (22,258,048)
99,107,120 197,390,318
Other investments:
Cash and equivalents 1 1,194,169 3,118,779
Equity securities 1 111,309,731 101,273,094
Equity mutual funds 1 186,584,113 230,523,114
Fixed income bond fund 2 2,659,906 17,794,378
U.S. Treasury and agency obligations 2 - 3,014,786
Corporate debt securities 2 18,860,140 19,624,004
Equity securities 2 5,963,513 6,455,644
Alternative investments:
Specialty equity NAV 1,549,242 8,218,535
Private capital NAV 105,508,638 5,320,903
Fixed income NAV 146,150,595 134,279,846
579,780,047 529,623,083
Total investment and assets limited as to use $ 705,705,278  $ 749,271,449
Beneficial interest in charitable remainder trusts 3 $ 4,232,222 4,271,113
Liabilities:
Interest rate swaps 2 $ 2,953,589 5,313,538
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Nicklaus Children’s Health System and Subsidiaries

Notes to Consolidated Financial Statements

Note 4. Investments, Assets Limited as to Use and Fair Value Measurements (Continued)

The fair values of the following investments have been estimated using the net asset value per share of
the investments as of December 31, 2024:

Remaining Redemption Redemption
Fair Value Commitments Frequency Notice Period
Actively managed:
Specialty equity (1) $ 1,549,242 N/A Monthly 30 days
Private capital (2) 105,508,638 $ 2,306,063 Quarterly, (6) 65 days, (6)
Fixed income (3) 146,150,595 220,200 Daily, Monthly, Quarterly (5) 15 - 65 days

$ 253,208,475

The fair values of the following investments have been estimated using the net asset value per share of
the investments as of December 31, 2023:

Remaining Redemption Redemption
Fair Value Commitments Frequency Notice Period
Actively managed:
Specialty equity (1) $ 8,218,535 N/A Monthly 30 days
Private capital (2) 5,320,903 $ 2,306,063 Quarterly, (4) 65 days, (4)
Fixed income (3) 134,279,846 220,200 Daily, Monthly, Quarterly (5) 15 - 65 days

$ 147,819,284

(1) Investments with commitments typically to publicly traded common stocks and publicly traded
partnerships of companies domiciled in North America and focused in the midstream energy or
natural resource sectors.

(2) Includes illiquid investment strategies such as private equity, private credit and private real assets.
The investments will be in externally managed separate accounts, commingled funds, limited liability
companies or limited partnerships.

(3) Can include, but is not limited to, broad exposure to global fixed income sectors including investment
grade and non-investment grade, public and private, US dollar and non-dollar bonds, US and non-US
markets and developed and emerging markets. Equity related investments with associated fixed
income attributes may be included. Investments can be made in a range of vehicles, including
separate accounts, funds and partnership structures.

(4) Upon termination of the fund which is estimated to be 2024.

(5) Upon termination of the fund which is estimated to be 2028.

(6) Upon termination of the fund which is estimated to be 2026.

Estimates of fair values are subjective in nature and involve uncertainties and matters of significant

judgment and, therefore, cannot be determined with precision. Changes in assumptions could affect the
estimates.
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Notes to Consolidated Financial Statements

Note 4. Investments, Assets Limited as to Use and Fair Value Measurements (Continued)

Investment income and gains (losses) on assets limited as to use, cash equivalents and other
investments comprise the following for the years ended December 31, is as follows:

2024 2023
Investment income $ 27,995412 $§ 24,959,310
Net realized gains (losses) 17,478,090 (630,061)
45,473,502 24,329,249
Net unrealized gains on trading investments 15,036,029 39,055,333

$ 60,509,531 $ 63,384,582

Investment expenses are recorded as reductions to investment income and realized gains.

Note 5. Pledges Receivable

Contributions are expected to be collected as follows during the years ended December 31:

2024 2023
Pledges due:
In less than one year $ 15,342,983 $ 13,945,381
In one to five years (future value) 20,005,080 13,292,701
In more than five years (future value) 4,379,897 1,421,040
39,727,960 28,659,122
Discount on pledges greater than one year (4,257,296) (1,731,867)
Allowance for doubtful pledges (3,489,592) (3,741,057)
Total pledges receivable, net $ 31,981,072 $ 23,186,198
Note 6. Property and Equipment
A summary of property and equipment as of December 31, is as follows:
2024 2023
Land and improvements $ 15548,805 $ 14,548,232
Buildings and improvements 691,805,867 545,621,935
Furniture, fixtures and equipment 406,147,081 353,062,064
1,113,501,753 913,232,231
Less accumulated depreciation and amortization (594,898,088) (558,074,850)
518,603,665 355,157,381
Construction in progress 77,075,717 128,038,438

$ 595,679,382 § 483,195,819

Depreciation expense for the years ended December 31, 2024 and 2023, amounted to approximately
$38,563,000 and $40,823,000, respectively.
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Notes to Consolidated Financial Statements

Note 7. Leases

The System has operating and finance leases that consist of medical equipment and medical office space
agreements. The System’s leases have remaining lease terms of one to 15 years. For purposes of
calculating lease liabilities, lease terms include options to extend the lease when it is reasonably certain
those options will be exercised. The System’s lease agreements do not contain any material restrictive
covenants.

The components of lease expense for operating and finance leases for the years ended December 31, is
as follows:

2024 2023

Operating lease expense $ 11242441 $ 11,220,853
$ 11242441 $ 11,220,853

Lease expense for operating and finance leases is reported in supplies, purchased services and other
expense in the accompanying consolidated statements of operations and changes in net assets. The
System utilizes the rate implicit in the lease agreement in determining the present value of lease
payments unless that rate cannot be readily determined. In that case, the System will use the incremental
borrowing rate which is the risk-free rate for the same period of time as the lease term.

2024 2023
Weighted-average remaining lease term (years)
Operating leases 9.72 7.45
Finance leases 4.92 N/A
Weighted-average discount rate
Operating leases 3.90% 2.98%
Finance leases 4.37% N/A

The following table provides the maturities of lease liabilities at December 31, 2024:

Operating Leases Finance Leases

Years ending December 31:

2025 $ 11,576,285 $ 178,848
2026 11,353,277 178,848
2027 9,085,031 178,848
2028 6,799,902 178,848
2029 6,145,436 163,944
Thereafter 35,422,828 -
Total future undiscounted lease payments 80,382,759 879,336
Less present value discount (15,690,409) (74,434)
Lease liabilities 64,692,350 804,902
Less current portion (9,217,078) (162,155)
Long-term portion $ 55475272 § 642,747
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Note 8. Line of Credit Payable

The Hospital has an unsecured revolving line of credit agreement with a bank in the amount of
$75,000,000. Borrowings on the line accrue interest at a fluctuating annual rate of 0.65% plus the daily
Simple Secured Overnight Financing (SOFR) rate in effect, or at a fluctuating annual rate determined by
the Bank to be the base rate in effect from time to time. The agreement extends through December 29,
2025 and is due at maturity. There is a quarterly unused fee at an annual rate of 0.125% on the unutilized
line of credit amount. The Hospital had no borrowings on the line of credit as of December 31, 2024 and

2023.

Note 9. Bonds Payable

A summary of bonds payable as of December 31, is as follows:

2024

2023

Tax-exempt revenue bonds:
Miami—Dade County Health Facilities Authority Hospital Revenue and
Revenue Refunding Bonds (Nicklaus Children’s Hospital Project),
Series 2021A, consisting of $161,965,000 fixed-rate bonds due 2051
with interest rates between 4.000% and 5.000%. Principal payments
are due annually on August 1. $ 154,425,000
Miami—Dade County Health Facilities Authority Hospital Revenue Refunding
Bonds (Nicklaus Children’s Hospital Project), Series 2021B, consisting of
$92,730,000 fixed-rate (Taxable) bonds due 2042 with interest rates
between 0.650% and 3.131%. Principal payments are due annually

$ 156,450,000

on August 1. 76,065,000 81,485,000
Miami—Dade County Health Facilities Authority Hospital Revenue and Revenue
Refunding Bonds (Nicklaus Children’s Hospital Project), Series 2017,
consisting of $151,570,000 fixed-rate bonds due 2047 with interest rates
between 3.625% and 5.000%. Principal payments are due annually
on August 1. 148,590,000 149,630,000
Miami—Dade County Health Facilities Authority Hospital Revenue Bonds
(Miami Children’s Hospital Project), Series 2010B, consisting of $65,000,000
variable rate bonds due 2041. These variable rate bank bonds (2024
average interest rate of 4.168%), are callable beginning June 1, 2026,
by the holder. Principal payments are due annually on August 1. 57,880,000 58,485,000
436,960,000 446,050,000
Net bond premium 24,102,550 26,063,921
Net financing charges (3,629,902) (3,863,740)
Total bonds payable 457,432,648 468,250,181
Less current portion of bonds payable (9,330,000) (9,090,000)
Long-term portion of bonds payable $ 448,102,648 $ 459,160,181
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Note 9. Bonds Payable (Continued)

Scheduled principal repayments on bonds payable are as follows assuming that the 2010B variable rate
bonds are not called in 2026. If they are called, an additional $56,665,000 would be due in 2026:

Years ending December 31:

2025 $ 9,330,000
2026 9,600,000
2027 9,885,000
2028 10,200,000
2029 10,540,000
Thereafter 387,405,000

$ 436,960,000

On November 10, 2021, $161,965,000 of Miami-Dade County Health Facilities Authority Hospital
Revenue and Revenue Refunding Bonds Series 2021A (the Series 2021A Bonds) and its $92,730,000
Hospital Revenue Refunding Bonds Series 2021B Bonds (Taxable) (the Series 2021B Bonds) and
collectively (the Series 2021 Bonds) were issued by the Authority on behalf of the Hospital. The proceeds
of the 2021 bonds were used to: (1) fund, including through reimbursements, the acquisition, construction
and equipping of certain improvements to the Hospital’s facilities, including a new inpatient surgical tower;
(2) provide for the refunding of all of the outstanding Series 2010A Bonds and all of the outstanding
Series 2013 Bonds; (3) pay certain costs relative to the issuance of the Series 2021 Bonds and the
refunding of the Series 2010A Bonds and Series 2013 Bonds. The refunding of the Series 2010A Bonds
and the Series 2013 Bonds resulted in a loss on advanced refunding of approximately $7,973,000
recognized in the accompanying consolidated statement of operations and changes in net assets during
the year ended December 31, 2021. The 2021 bond issuance resulted in a net present value savings of
approximately $11,597,000.

The bonds payable are collateralized by the gross receipts and accounts receivable generated from the
Hospital's operations. The Hospital is the only obligated party to these bonds.

Those bonds contain certain restrictive covenants for the Hospital, including maximum annual debt
service coverage ratio, days cash on hand and capitalization ratio requirements.

Note 10.  Self-Insurance Programs

Medical malpractice insurance: In December 2002, the Hospital formed the Captive. The Hospital's
medical malpractice insurance includes a self-insured retention for the first $7,500,000 for each medical
malpractice claim for 2024 and 2023. The Hospital purchases excess medical malpractice insurance from
domestic and international commercial insurance carriers above the retention levels. The policies provide
malpractice insurance coverage under claims-made policies. Based on historical experience and current
actuarial analyses, management believes that the established liabilities are sufficient to cover reported
claims and incurred but not reported claims. The Hospital has recorded approximately $45,727,000 and
$13,937,000 for 2024 and 2023, respectively, of estimated insurance recoveries which is included in other
long-term assets on the accompanying consolidated balance sheets.
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Note 10. Self-Insurance Programs (Continued)

The Hospital utilizes a third-party actuary to assist in determining the liability. The actuary estimates the
liability using a mix of industry experience and the actual malpractice loss experience of the Hospital as
reported under the Hospital’s risk management system. In the opinion of management, adequate
provision has been made for estimated losses from asserted and unasserted claims. The Hospital funds
the liability for the retentions and deductibles and estimated cost of claims and incidents incurred but not
reported under its claims-made coverage. The System maintains, through its investment program,
investments held by trustee under malpractice funding arrangements (see Note 4).

Workers’ compensation insurance: The System maintains a workers’ compensation self-insurance
trust program, which provides for the estimated deductibles and cost of claims and incidents incurred but
not reported. The costs of such claims are paid by the System; however, the System has commercial
insurance coverage on a per-occurrence basis in excess of $500,000 for fiscal years 2024 and 2023, with
no aggregate limit. The System utilizes a third-party actuary in determining the liability. The System has
accrued for the future payment of known workers’ compensation claims, as well as an estimate for
incurred but not yet reported claims.

Under a workers’ compensation trust agreement, the System funds the liability through its investment
program, which is classified as assets limited as to use (see Note 4).

Health insurance: The System maintains a self-insured employee health plan. Under the self-insured
plan, all claims from employees and their dependents, less deductibles and coinsurance, as provided in
the plan, are paid directly by the System, using a third-party administrator.

The System records liabilities for outstanding and estimated incurred but not reported claims of its
employees covered under this plan in the current portion of liability for self-insurance in the accompanying
consolidated balance sheets.

Liabilities for self-insurance comprise of the following for the years ended December 31, is as follows:

2024 2023
Medical malpractice insurance $ 126,621,222 $§ 94,565,922
Workers’ compensation insurance 1,625,000 1,300,000
Health insurance 6,857,184 6,835,160
135,103,406 102,701,082
Current portion (33,675,296) (29,093,208)

$ 101,428,110 $ 73,607,874
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Note 11. Liquidity and Availability

The System regularly monitors liquidity required to meet its operating needs and other contractual
commitments, while also striving to maximize the investment of its available funds. In addition, the System

has various sources at its disposal, including marketable debt and line of credit. See Note 8 for

information on the System’s line of credit facility.

The following table summarizes the System’s financial assets available for general expenditures and

endowment grant obligations within one year after December 31;

Financial assets:
Cash and cash equivalents
Investments
Patient accounts receivable
Direct payment program receivable
Current portion of assets limited as to use
Self insurance funding arrangement held by trustee
Pledges receivable, net
Note receivable
Investments in joint ventures
Bond indenture agreements held by trustee
Other current receivables
Other assets
Total financial assets

Less amounts not available to be used within one year:

Investments with maturity over one year

Restricted investments

Investments in joint ventures

Bond indenture agreements held by trustee

Self insurance funding arrangement held by trustee

Assets required to be retained in perpetuity

Pledge receivable due over one year

Current portion of assets limited as to use

Other long-term assets

Total financial assets not available to be used within one year

Financial assets available to meet general expenditures within one year

23

2024 2023
$ 166,111,590 122,667,711
603,120,588 560,737,262
112,208,771 130,654,952
210,162,212 181,428,893
26,818,111 22,258,048
30,546,380 40,463,803
31,981,072 23,186,198
907,948 667,474
3,532,672 3,532,672
13,239,127 102,626,138
23,730,054 18,656,343
47,927,440 16,067,684
1,270,285,965  1,222,947,178
(67,598,165) (5,302,920)
(23,340,541) (31,114,179)
(3,532,672) (3,532,672)
(13,239,127)  (102,626,138)
(30,546,380) (40,463,803)
(42,519,836) (31,949,252)
(10,061,360) (12,983,902)
(26,818,111) (22,258,048)
(47,927,440) (16,067,684)
(265,583,632)  (266,298,598)
$ 1,004,702,333  $ 956,648,580
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Note 12. Donor Restricted Net Assets

Net assets with donor restrictions are restricted for the following purposes at December 31, is as follows:

Net assets with donor restrictions:
Irrevocable charitable remainder trusts

Restricted primarily for programs, research, indigent care

and education
Restricted for capital-projects in process
Donor restricted endowment
Board-designated endowment

2024 2023
$ 3,442,313  § 3,617,313
76,634,885 67,305,655
22,389,225 22,172,132
42,519,836 42,299,163
6,387,796 3,148,338
151,374,055 $§ 138,542,601

For the years ended December 31, 2024 and 2023, net assets were released from donor restrictions by
satisfying the time restriction or incurring operating expenses satisfying the restricted purposes in the
amounts of approximately $7,155,000 and $8,578,000, respectively. For the years ended

December 31, 2024 and 2023, net assets were released from donor restrictions used for purchase of
property and equipment in the amounts of approximately $11,093,000 and $6,467,000, respectively.

Donor restricted net assets held by the Foundation are reported at fair value and are restricted to
investment and reinvestment in perpetuity, the income from which is expendable to support various

programs sponsored by the System.

A summary of the revenues for the year ended December 31, 2024, consisted of the following:

Revenues, gains and other support:
Public support:
Unrestricted donations, restricted donations
and fundraising events
Gifts in-kind
Total public support

Investment
Other revenue
Released from restrictions
Total revenues, gains and other support

Without Donor With Donor
Restrictions Restrictions Total
$ 10,132,774 $ 24,029,818 $ 34,162,592
1,543,434 - 1,543,434
11,676,208 24,029,818 35,706,026
640,349 4,815,346 5,455,695
(8,596) - (8,596)
18,248,205 (18,248,205) -
$ 30,556,166 $ 10,596,959 $ 41,153,125
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Note 12. Donor Restricted Net Assets (Continued)

A summary of the revenues for the year ended December 31, 2023, consisted of the following:

Without Donor With Donor

Restrictions Restrictions Total
Revenues, gains and other support:
Public support:
Unrestricted donations, restricted donations
and fundraising events $ 6,980,506 $ 10,768,787 $ 17,749,293
Gifts in-kind 1,907,788 - 1,907,788
Total public support 8,888,294 10,768,787 19,657,081
Investment 93,292 2,001,407 2,094,699
Other revenue 120,184 - 120,184
Released from restrictions 14,851,365 (14,851,365) -

Total revenues, gains and other support $ 23,953,135 $ (2,081,171) $ 21,871,964

Note 13. Endowment Funds

The Not-for-Profit Entities Presentation of Financial Statements Subtopic of the ASC (ASC 958-205)
provides guidance, among other things, on the net asset classification of donor-restricted endowment
funds for a nonprofit organization that is subject to an enacted version of the Uniform Prudent
Management of Institutional Funds Act of 2006 (UPMIFA). The following disclosures are required by
ASC 958-205 for all nonprofit organizations.

The System’s endowment funds are established to fund medical research, education and patient social
services at the Hospital. Endowments include donor-restricted and board designated endowment funds.
As required by U.S. GAAP, net assets associated with donor restricted endowment funds are classified
and reported as net assets with donor restrictions based on the existence or absence of donor-imposed
restrictions. Net assets associated with board-designated funds are classified as net assets without donor
restrictions.

Interpretation of Relevant Law

The management of the System’s endowed funds is guided by the laws of the State of Florida.
Specifically, the Florida Uniform Prudent Management of Institutional Funds Act (FUPMIFA). The System
classifies net assets with donor restrictions as: (a) the original value of gifts donated to a permanent
endowment, (b) the original value of subsequent gifts to the permanent endowment, and (c)
accumulations to the permanent endowment made in accordance with the direction of the applicable
donor gift instrument at the time the accumulation is added to the donor-restricted fund.

In accordance with FUPMIFA, the System considers the following factors in making a determination to
appropriate or accumulate donor-restricted funds:

The purposes of the System

The intent of the donors of the endowment fund

The terms of the applicable instrument

The long-term and short-term needs of the System in carrying out its purposes

PN~
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Note 13. Endowment Funds (Continued)

5. General economic conditions

6. The possible effect of inflation or deflation
7. The other resources of the System

8. Perpetuation of the endowment

Return Objectives and Risk Parameters

The System has adopted investment and spending policies for endowment assets that attempt to provide
a predictable stream of funding to programs supported by its endowment while seeking to maintain the
purchasing power of these endowment assets over the long term. Endowment assets include those
classes of donor-restricted funds that the System must hold in perpetuity or for donor-specified periods.
Under this policy, as approved by the Board of Directors, the endowment net assets are invested in a
manner that is intended to achieve earnings to meet the program’s spending needs as established by the
Foundation Board within prudent risk limits while preserving real purchasing power.

Strategies Employed for Achieving Objectives

To satisfy its long-term rate of return objectives, the System relies on a total return strategy in which
investment returns are achieved through both capital appreciation (realized and unrealized) and current
yield (interest and dividends). The System targets, on a long-term basis, a diversified allocation that
places a greater emphasis on equity-based investments to achieve its long-term return objectives within
prudent risk constraints.

Spending Policy and How the Investment Objective Relates to Spending Policy

The System’s approved spending policy for appropriating distributions from the endowments provided for
grants equal to 5% of a three-year rolling average of the total value of the endowment.

Endowment net asset composition at December 31, is as follows:

2024
Without With Total Net
Restrictions Restrictions Endowment
Donor restricted endowment $ - $ 42519,836 $ 42,519,836
Board-designated endowment 11,172,427 6,387,796 17,560,223
Total $ 11172427 $ 48,907,632 $ 60,080,059
2023
Without With Total Net
Restrictions Restrictions Endowment
Donor restricted endowment $ - $ 42,299,163 $ 42,299,163
Board-designated endowment 9,267,613 3,148,338 12,415,951
Total $ 9267613 $ 45,447,501 $ 54,715,114
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Note 13. Endowment Funds (Continued)

Changes in endowment net assets for the years ended December 31, are as follows:

2024
Without With Total Net
Restrictions Restrictions Endowment
Endowment net assets, beginning of year $ 9267613 $ 45447501 $ 54,715,114
Contributions - 48,584 48,584
Net realized and unrealized gains 1,765,472 4,755,238 6,520,710
Interest and dividend income 139,342 949,017 1,088,359
Spending policy distribution - (2,292,708) (2,292,708)
Endowment net assets, end of year $ 11,172,427 $ 48,907,632 $ 60,080,059
2023
Without With Total Net
Restrictions Restrictions Endowment
Endowment net assets, beginning of year $ 9312586 $ 41,971,999 $ 51,284,585
Contributions - 42,467 42,467
Net realized and unrealized (loss) gains (112,639) 4,771,238 4,658,599
Interest and dividend income 133,666 896,665 1,030,331
Spending policy distribution (66,000) (2,234,868) (2,300,868)
Endowment net assets, end of year $ 9267613 $ 45447501 $ 54,715,114

Note 14. Commitments and Contingencies

Litigation: Several claims and lawsuits (other than medical malpractice and workers’ compensation) are
pending against the System relating to various matters. The claims management of such matters as well
as pending litigation is associated with the normal course of doing business. Management believes the
outcome of such actions will not have a material effect on the System’s consolidated financial statements.

Cybersecurity: Due to the information technology systems used by the System and/or its third-party
vendors, the System may often be the target of cyberattacks and other security threats which could cause
significant disruption in the System’s business. Programs are in place which are intended to detect,
contain and respond to data security incidents and provide employee awareness training regarding
phishing, malware and other cyber risks to protect against cyber risks and security breaches. However,
because the techniques used to obtain unauthorized access, disable or degrade service, or sabotage
systems change frequently and are increasing in sophistication, the System may be unable to anticipate
these techniques, detect breaches or implement adequate preventative measures and may be subject to
breaches of the System’s information technology systems or business interruption.

Property and casualty insurance: The System maintains insurance coverage to protect it and its
property. Management believes that the current coverage limits provide reasonable coverage under the
circumstances to protect the property of the System. Nevertheless, should losses exceed insurance
coverage, it could have a material adverse effect on the financial condition of the System. Moreover, the
System is unable to predict the cost or availability of any such property and casualty insurance when its
current coverage expires.
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Note 15. Net Patient Service Revenue

Compliance with laws and regulations: Laws and regulations governing the Medicaid Program are
complex and subject to interpretation. The System believes that it is in compliance with all applicable laws
and regulations. Compliance with such laws and regulations can be subject to audits, claims, inquiries
and investigations from government authorities and agencies that occur in the ordinary course of
business. Current audits, claims, inquiries and investigations and their ultimate resolutions, individually or
in the aggregate, are not expected to have a material adverse effect on the System’s business, financial
condition, results of operations or cash flows. The System’s classification of patients and the
appropriateness of their care are subject to review by the fiscal intermediaries administering the Medicaid
programs.

Agreements with third-party payors typically provide for payments at amounts less than established
charges. A summary of the payment arrangements with major third-party payors follows:

Managed Care (Health Maintenance Organizations and Preferred Provider Organizations) and
Commercial: Payment agreements include discounts on established charges and prospectively
determined per diem rates.

Medicaid: The Hospital and NCPS participate in the State of Florida Medicaid Program (Medicaid), and
approximately 58% and 54% of the System’s 2024 and 2023 gross patient service revenue, respectively,
was from services to Medicaid beneficiaries. Beginning July 1, 2014, the State of Florida assigned
substantially all Medicaid beneficiaries to certain managed care organizations. Florida Medicaid
implemented a prospective inpatient reimbursement based on All Patient Refined Diagnostic Related
Groups methodology (APR DRG) effective in 2013. Payments under APR DRG assignment are made on
a per case basis and are not subject to retrospective rate adjustments. Florida Medicaid implemented a
prospective reimbursement methodology for outpatient services using Enhanced Ambulatory Payment
Group (EAPG) effective July 1, 2017. Prior to that date, outpatient services were paid based upon a cost
reimbursement methodology using a per revenue code line item published rate. Outpatient payments
prior to July 2017 are subject to retrospective rate adjustments. All rate periods through June 30, 2017,
have been settled.

Laws and regulations concerning government programs, including Medicaid, are complex and subject to
varying interpretation. As a result of investigations by governmental agencies, various health care
organizations have received requests for information and notices regarding alleged noncompliance with
those laws and regulations, which, in some instances, have resulted in organizations entering into
significant settlement agreements. Compliance with such laws and regulations may also be subject to
future government review and interpretation, as well as significant regulatory action, including fines,
penalties and potential exclusion from the related programs. There can be no assurance that regulatory
authorities will not challenge the System’s compliance with these laws and regulations and it is not
possible to determine the impact (if any) such claims or penalties would have upon the System. In
addition, the contracts the System has with commercial payors may also provide for retroactive audit and
review of claims.

Settlements with third-party payors for retroactive adjustments due to audits, reviews or investigations are
considered variable consideration and are included in the determination of the estimated transaction price
for providing patient care. These settlements are estimated based on the terms of the payment
agreement with the payor, correspondence from the payor and the System’s historical settlement activity,
including an assessment to ensure it is probable a significant reversal in the amount of cumulative
revenue recognized will not occur when the uncertainty associated with the retroactive adjustment is
subsequently resolved. Estimated settlements are adjusted in future periods as adjustments become
known (that is, new information becomes available) or as years are settled or are no longer subject to
such audits, reviews and investigations.
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Note 15. Net Patient Service Revenue (Continued)

Generally, patients who are covered by third-party payors are responsible for related deductibles and
coinsurance, which vary in amount. The System also provides services to uninsured patients and offers
those uninsured patients a discount, either by policy or law, from standard charges. The System
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. Subsequent changes to the estimate of the transaction price are
generally recorded as adjustments to patient service revenue in the period of the change. Subsequent
changes that are determined to be the result of an adverse change in the patient’s ability to pay are
recorded as bad debt expense.

Consistent with the System’s mission, care is provided to patients regardless of their ability to pay.
Therefore, the System has determined it has provided implicit price concessions to uninsured patients
and patients with other uninsured balances (for example, copays and deductibles). The implicit price
concessions included in estimating the transaction price represent the difference between amounts billed
to patients and the amounts the System expects to collect based on its collection history with those
patients.

Patients who meet the System’s criteria for charity care are provided care without charge or at amounts
less than established rates. Such amounts determined to qualify as charity care are not reported as
revenue.

The composition of net patient service revenue based on payor source for the years ended December 31,
are as follows:

2024 2023
Medicaid and Medicaid HMO $ 566,128,599 $ 534,526,447
Commercial 447,054,789 431,829,540
Self pay 8,972,282 5,614,847
Other 54,769,058 54,981,031
Net patient service revenue $ 1,076,924,728 $ 1,026,951,865

Hospital revenue includes a variety of services mainly covering inpatient procedures requiring overnight
stays or outpatient operations that require anesthesia or use of complex diagnostic and surgical
equipment as well as emergency care. Physician revenue includes services primarily focused on the care
of outpatients covering primary and specialty healthcare needs. The composition of net patient service
revenue based on services for the years ended December 31, are as follows:

2024 2023
Inpatient $ 504,332,304 $ 508,576,708
Outpatient 460,304,974 409,087,666
Physician 112,287,450 109,287,491
Net patient service revenue $ 1,076,924,728 $ 1,026,951,865
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Note 16. Functional Expenses

The System provides general health care services to pediatric patients principally from within the South
Florida area. Expenses, including restructuring costs, related to providing these services are as follows:

2024
Healthcare General and
Fundraising Service Administrative Total
Salaries and benefits $ 2,332,986 $ 469,288,394 $ 118,017,508 $ 589,638,888
Supplies, purchased services and other 3,829,278 307,622,893 78,046,286 389,498,457
Repairs, equipment rental and facility costs - 37,792,560 9,448,419 47,240,979
Depreciation and amortization - 31,037,223 7,759,306 38,796,529
Interest - 8,091,664 2,022,916 10,114,580

$ 6,162,264 $ 853,832,734 $ 215294435 $ 1,075,289,433

2023
Healthcare General and
Fundraising Service Administrative Total
Salaries and benefits $ 1,936,277 $ 443,680,773 $ 111,497,352 $ 557,114,402
Supplies, purchased services and other 3,933,461 274,842,397 69,883,077 348,658,935
Repairs, equipment rental and facility costs 23,713 35,799,591 8,956,965 44,780,269
Depreciation and amortization - 32,849,214 8,212,304 41,061,518
Interest - 7,711,778 1,927,945 9,639,723

$ 5893451 § 794,883,753 $ 200,477,643 $ 1,001,254,847

Note 17. Miami Children’s Health Plan

The Health Plan was a Florida limited liability company, incorporated in October 2017, which commenced
business on December 1, 2018. The Health Plan was jointly owned by Variety Children’s Hospital, d/b/a
Nicklaus Children’s Hospital and Evolent Health, LLC (Evolent), with each holding 75% and 25% of the
outstanding member units, respectively.

The Health Plan was awarded a state contract, for a five-year term, on behalf of the Florida Agency for
Health Care Administration (AHCA) for a statewide Medicaid Managed Care program and operates a
Managed Medical Assistance program and a Specialty Plan for Medically Fragile Children in Palm Beach,
Miami-Dade and Monroe counties.

Effective April 2021 the Hospital sold the Health Plan lives for $26,014,000 and recorded the transaction
and all operations under gain on discontinued operations within the consolidated statements of operations
and changes in net assets. The decision to sell the Health Plan was due to the System having a change
in future strategy, in order to focus on its core business of providing services to the pediatric population.
During 2024 and 2023, the gain on discontinued operations was $0 and $102,584, respectively.
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Note 18. Nicklaus Children’s Health System Retirement Plan

The System maintains a defined contribution IRC section 403(b) retirement plan established for the
purpose of providing retirement benefits for eligible employees who have completed 12 consecutive
months of service, during which they have worked at least 1,000 hours per year. The plan provides for a
3% match and a discretionary employer contribution. Retirement Plan expense, including matching and
discretionary contributions, for the years ended December 31, 2024 and 2023, was approximately
$19,831,000 and $18,300,000, respectively, and is included in salaries and benefits within the
consolidated statements of operations and changes in net assets.

Note 19. Investment in Joint Ventures

The System has investments in joint ventures under the Hospital and CHV entities.

CHV has an ownership interest in Invoy, a company that offers an automated coaching platform to
empower individuals, including kids, to lose weight. The platform takes advantages of a proprietary breath

analyzer that provides daily objective information about the individual's fat metabolism. CHV’s investment
in Invoy was approximately $1,464,000 as of December 31, 2024 and 2023.

In 2022, CHV invested approximately $3,000,000 in an ownership interest in Everly Health, a company
that is looking at diagnostic driven healthcare, centered around a telehealth platform. CHV’s investment
in Everly Health was approximately $1,500,000 as of December 31, 2024 and 2023.

Note 20. Subsequent Events

The System evaluated events and transactions occurring subsequent to December 31, 2024, and through
March 20, 2025, the date on which the accompanying consolidated financial statements were issued.
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Independent Auditor's Report on the Supplementary Information

Board of Directors
Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s Health System and Subsidiaries

We have audited the consolidated financial statements of Miami Children’s Health System, Inc.

d/b/a Nicklaus Children’s Health System and Subsidiaries (the System) as of and for the years ended
December 31, 2024 and 2023, and have issued our report thereon, which contains an unmodified opinion
on those consolidated financial statements. See pages 1 and 2. Our audits were conducted for the
purpose of forming an opinion on the consolidated financial statements as a whole. The consolidating
information is presented for purposes of additional analysis rather than to present the financial position,
results of operations and cash flows of the individual companies and is not a required part of the
consolidated financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the consolidated
financial statements. The consolidating information has been subjected to the auditing procedures applied
in the audits 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 as a whole.

BSK vS LLP

Coral Gables, Florida
March 20, 2025
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Miami Children’s Health System, Inc.

d/ba Nicklaus Children’s Health System and Subsidiaries

Consolidating Balance Sheet
December 31, 2024

Nicklaus Nicklaus Children’s Nicklaus Children’s Nicklaus Children’s Health
Children’s Hospital and Pediatric Children’s Hospital Ventures, Inc.
Health System Subsidiaries Specialists, LLC Foundation, LLC and Subsidiaries Eliminations Consolidated
Current assets:
Cash and cash equivalents 1,497,074 164,609,982 $ 2,020 - $ 2,514 - 166,111,590
Patient accounts receivable - 97,032,823 15,175,948 - - - 112,208,771
Direct payment program receivable - 210,162,212 - - - - 210,162,212
Current portion of assets limited as to use - 26,818,111 - - - - 26,818,111
Other current receivables 1,776,748 17,798,182 4,154,623 501 - - 23,730,054
Intercompany receivables 58,683,306 - - 31,369,109 - (90,052,415) -
Inventories - 14,841,591 - - - - 14,841,591
Prepaid expenses 16,022,677 2,784,757 64,549 704,235 - - 19,576,218
Total current assets 77,979,805 534,047,658 19,397,140 32,073,845 2,514 (90,052,415) 573,448,547
Assets limited as to use:
Self insurance funding arrangement held by trustee - 30,546,380 - - - - 30,546,380
Restricted investments - 2,599,488 - 20,741,053 - - 23,340,541
Bond indenture agreements held by trustee - 13,239,127 - - - - 13,239,127
- 46,384,995 - 20,741,053 - - 67,126,048
Pledges receivable, net - - - 31,981,072 - - 31,981,072
Total assets limited as to use, net of current portion - 46,384,995 - 52,722,125 - - 99,107,120
Investments - 511,900,092 - 67,879,955 - - 579,780,047
Note receivable - - 907,948 - - - 907,948
Beneficial interest in the Foundation - 150,992,805 - - - (150,992,805) -
Investments in subsidiaries and joint ventures 1,106,122,855 - - - 3,532,672 (1,106,122,855) 3,532,672
Property and equipment, net 49,836,493 543,571,310 2,271,579 - - - 595,679,382
Operating lease right-of-use assets, net - 37,848,024 21,164,117 - - - 59,012,141
Finance lease right-of-use assets, net - 804,902 - - - - 804,902
Other long—term assets 48,565 47,700,949 11,227 166,699 - - 47,927,440
Total assets 1,233.987.718 1873250735 _§ 43,752,011 152842624 _ $ 3,535,186 (1,347.168,075) 1.960.200,199
Current liabilities:
Accounts payable and accrued expenses 147,068,078 52,483,309 $ 16,571,690 1,541,893 § - - 217,664,970
Intercompany payable - 82,959,123 3,684,469 - 3,408,823 (90,052,415) -
Current portion of liability for self-insurance 6,857,185 26,818,111 - - - - 33,675,296
Current portion of bonds payable - 9,330,000 - - - - 9,330,000
Current portion of operating lease liabilities - 8,093,483 1,123,595 - - - 9,217,078
Current portion of finance lease liabilities - 162,155 - - - - 162,155
Total current liabilities 153,925,263 179,846,181 21,379,754 1,541,893 3,408,823 (90,052,415) 270,049,499
Liability for self-insurance, net of current portion - 101,428,110 - - - - 101,428,110
Fair value of swap agreements - 2,953,589 - - - - 2,953,589
Long-term portion of bonds payable - 448,102,648 - - - - 448,102,648
Other long-term liabilities - 379,886 798,067 307,926 - - 1,485,879
Operating lease liabilities, less current portion - 33,901,082 21,574,190 - - - 55,475,272
Finance lease liabilities, less current portion - 642,747 - - - - 642,747
Total liabilities 153,925,263 767,254,243 43,752,011 1,849,819 3,408,823 (90,052,415) 880,137,744
Net assets:
Net assets without donor restrictions:
Nicklaus Children’s Health System and Subsidiaries 925,919,978 934,959,863 - 11,798,777 126,363 (946,885,003) 925,919,978
Noncontrolling interest in subsidiary 2,768,422 2,768,422 - - - (2,768,422) 2,768,422
Total net assets without donor restrictions 928,688,400 937,728,285 - 11,798,777 126,363 (949,653,425) 928,688,400
Net assets with donor restrictions 151,374,055 168,268,207 - 139,194,028 - (307,462,235) 151,374,055
Total net assets 1,080,062,455 1,105,996,492 - 150,992,805 126,363 (1,257,115,660) 1,080,062,455
Total liabilities and net assets 1,233,987,718 1,873,250,735  § 43,752,011 152,842,624  $ 3,535,186 (1,347,168,075) 1,960,200,199
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Miami Children’s Health System, Inc.

d/b/a Nicklaus Children’s Health System and Subsidiaries

Consolidating Statement of Operations
Year Ended December 31, 2024

Nicklaus Nicklaus Children’s Nicklaus Children’s Nicklaus Children’s Health
Children's Hospital and Pediatric Children’s Hospital Ventures, Inc.
Health System Subsidiaries Specialists, LLC Foundation, LLC and Subsidiaries Eliminations Consolidated
Revenues, gains and other support:
Net patient service revenue - $ 964,637,278  $ 112,287,450 $ - - $ - 1,076,924,728
Management fee revenue 204,572,707 - - - - (204,572,707) -
Grant, contribution and other revenue 2,710,559 33,997,283 48,847,784 29,915,817 746,168 (63,097,538) 53,120,073
Investment income and realized gains, net - 44,833,153 - 640,349 - - 45,473,502
Net assets released from restrictions used for operations 302,398 5,070,574 1,782,286 - - - 7,155,258
Total revenues, gains and other support 207,585,664 1,048,538,288 162,917,520 30,556,166 746,168 (267,670,245) 1,182,673,561
Operating expenses:
Salaries and benefits 95,421,565 307,195,051 182,267,491 4,486,512 268,269 - 589,638,888
Medical fees 141,294 46,779,662 3,644,458 - - (41,344,236) 9,221,178
Supplies 574,854 99,580,894 3,217,245 68,580 337,573 - 103,779,146
Purchased services 70,633,526 25,644,930 12,744,344 891,031 113,175 (23,485) 110,003,521
Depreciation and amortization 10,942,258 27,676,100 178,171 - - - 38,796,529
Repairs and maintenance 1,037,115 17,535,487 137,328 - 510 - 18,710,440
Equipment rental and facility costs 8,817,938 16,238,615 6,955,599 - - (3,481,613) 28,530,539
Malpractice and other insurance 1,000 25,125,326 7,021,405 - - - 32,147,731
Interest - 10,114,580 - - - - 10,114,580
Advertising 7,614,608 49,104 3,662 2,262,835 - - 9,930,209
Other 12,401,506 106,352,492 1,795,193 3,855,314 12,167 - 124,416,672
Management fee expense - 202,555,256 1,732,071 285,379 - (204,572,706) -
Total expenses 207,585,664 884,847,497 219,696,967 11,849,651 731,694 (249,422,040) 1,075,289,433
Income (loss) from operations before
nonoperating activities - 163,690,791 (56,779,447) 18,706,515 14,474 (18,248,205) 107,384,128
Net unrealized gain on investments - 13,481,335 - 1,554,694 - - 15,036,029
Net payments on swap agreements - 97,443 - - - - 97,443
Change in fair value of swap agreements - 2,359,949 - - - - 2,359,949
Gain from joint ventures 122,770,786 - - - - (122,770,786) -
Grants to related entities - - - (18,248,205) - 18,248,205 -
Guarantee of affiliate losses - (56,779,447) - - - 56,779,447 -
Other non-operating expenses (114) (533,730) - - - - (533,844)
Revenues over (under) expenses 122,770,672 122,316,341 (56,779,447) 2,013,004 14,474 (65,991,339) 124,343,705
Excess of revenues under expenses attributable to noncontrolling
interest in subsidiary - (1,573,033) - - - - (1,573,033)
Revenues over (under) expenses attributable to
Nicklaus Children’s Health System and Subsidiaries 122,770,672 $ 120,743,308 $ (56,779,447) _$ 2,013,004 14,474 $ (65,991,339) 122,770,672
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Variety Children’s Hospital d/b/a
Nicklaus Children’s Hospital and Subsidiaries

Consolidating Balance Sheet
December 31, 2024

Obligor
Nicklaus Miami Children’s MCH Ambulatory Miami Children’s
Children’s Hospital Insurance SPC, LTD Surgical Center, LLC Health Plan, LLC Eliminations Consolidated
Current assets:
Cash and cash equivalents $ 162,616,791 $ 261,545 $ 868,591 § 863,055 - 164,609,982
Patient accounts receivable 95,183,961 - 1,848,862 - - 97,032,823
Direct payment program receivable 210,162,212 - - - - 210,162,212
Current portion of assets limited as to use 770,760 26,047,351 - - - 26,818,111
Other current receivables 17,756,712 - - 41,470 - 17,798,182
Intercompany receivables - 16,161,974 - - (16,161,974) -
Inventories 14,700,487 - 141,104 - - 14,841,591
Prepaid expenses 2,710,473 - 74,284 - - 2,784,757
Total current assets 503,901,396 42,470,870 2,932,841 904,525 (16,161,974) 534,047,658
Assets limited as to use:
Self-insurance funding arrangement held by trustee 2,209,021 28,337,359 - - - 30,546,380
Restricted investments 1,092,662 - - 1,506,826 - 2,599,488
Bond indenture agreements held by trustee 13,239,127 - - - - 13,239,127
Total assets limited as to use, net of current portion 16,540,810 28,337,359 - 1,506,826 - 46,384,995
Investments 511,900,092 - - - - 511,900,092
Beneficial interest in the Foundation 150,992,805 - - - - 150,992,805
Investments in subsidiaries 15,120,158 - - - (15,120,158) -
Property and equipment, net 541,147,283 - 2,424,027 - - 543,571,310
Operating lease right-of-use assets, net 32,039,528 - 5,808,496 - - 37,848,024
Finance lease right-of-use assets, net 804,902 - - - - 804,902
Other long-term assets 1,920,924 45,727,446 52,579 - - 47,700,949
Total assets $ 1,774,367,898  $ 116,535,675  $ 11,217,943  §$ 2,411,351 (31,282,132) 1,873,250,735
Current liabilities:
Accounts payable and accrued expenses $ 51,446,679 $ 67,487 $ 967,656 $ 1,487 - 52,483,309
Intercompany payable 98,973,175 - 1 147,921 (16,161,974) 82,959,123
Current portion of liability for self-insurance 770,760 26,047,351 - - - 26,818,111
Current portion of bonds payable 9,330,000 - - - - 9,330,000
Current portion of operating lease liabilities 7,595,916 - 497,567 - - 8,093,483
Current portion of finance lease liabilities 162,155 - - - - 162,155
Total current liabilities 168,278,685 26,114,838 1,465,224 149,408 (16,161,974) 179,846,181
Liability for self-insurance, net of current portion 19,423,698 82,004,412 - - - 101,428,110
Fair value of swap agreements 2,953,589 - - - - 2,953,589
Long-term portion of bonds payable 448,102,648 - - - - 448,102,648
Other long—term liabilities 379,886 - - - - 379,886
Operating lease liabilities, less current portion 28,590,153 - 5,310,929 - - 33,901,082
Finance lease liabilities, less current portion 642,747 - - - - 642,747
Total liabilities 668,371,406 108,119,250 6,776,153 149,408 (16,161,974) 767,254,243
Net assets:
Net assets without donor restrictions:
Nicklaus Children’s Hospital and Subsidiaries 934,959,863 8,416,425 2,239,118 1,696,193 (12,351,736) 934,959,863
Noncontrolling interest in subsidiary 2,768,422 - 2,202,672 565,750 (2,768,422) 2,768,422
Total net assets without donor restrictions 937,728,285 8,416,425 4,441,790 2,261,943 (15,120,158) 937,728,285
Net assets with donor restrictions 168,268,207 - - - - 168,268,207
Total net assets 1,105,996,492 8,416,425 4,441,790 2,261,943 (15,120,158) 1,105,996,492
Total liabilities and net assets $ 1774367898 $ 116535675  $ 11217943  § 2,411,351 (31,282,132) 1,873,250,735
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Variety Children’s Hospital
d/b/a Nicklaus Children’s Hospital and Subsidiaries

Consolidating Statement of Operations
Year Ended December 31, 2024

Revenues, gains and other support:
Net patient service revenue
Grant, contribution, and other revenue
Investment income and realized gains, net
Net assets released from restrictions used for operations
Total revenues, gains and other support

Operating expenses:
Salaries and benefits
Medical fees
Supplies
Purchased services
Depreciation and amortization
Repairs and maintenance
Equipment rental and facility costs
Malpractice and other insurance
Interest
Advertising
Other
Management fees

Total expenses

Income (loss) from operations before nonoperating activities

Net unrealized gain on investments
Net payments on swap agreements
Change in fair value of swap agreements
Gain from subsidiaries
Other non-operating expenses
Guarantee of affiliate losses

Revenues over (under) expenses

Excess of revenues under expenses attributable to noncontrolling
interest in subsidiary

Revenues over (under) expenses attributable to
Nicklaus Children’s Hospital and Subsidiaries

Obligor
Nicklaus Miami Children’s MCH Ambulatory Miami Children's
Children’s Hospital Insurance SPC, LTD Surgical Center, LLC Health Plan, LLC Eliminations Consolidated
$ 955,395,375 $ - $ 9,241,903 - $ - $ 964,637,278
33,948,744 - 48,539 - - 33,997,283
37,083,204 7,749,949 - - - 44,833,153
5,070,574 - - - - 5,070,574
1,031,497,897 7,749,949 9,290,442 - - 1,048,538,288
304,870,820 - 2,324,231 - - 307,195,051
46,779,662 - - - - 46,779,662
98,234,171 - 1,346,723 - - 99,580,894
24,655,532 163,647 825,751 - - 25,644,930
27,420,923 - 255,177 - - 27,676,100
17,407,562 - 127,925 - - 17,535,487
15,348,725 - 889,890 - - 16,238,615
25,005,424 38,970 80,932 - - 25,125,326
10,114,580 - - - - 10,114,580
48,253 - 851 - - 49,104
106,185,758 17,368 148,097 1,269 - 106,352,492
202,555,256 - - - - 202,555,256
878,626,666 219,985 5,999,577 1,269 - 884,847,497
152,871,231 7,529,964 3,290,865 (1,269) - 163,690,791
13,138,193 343,142 - - - 13,481,335
97,443 - - - - 97,443
2,359,949 - - - - 2,359,949
11,162,702 - - - (11,162,702) -
(533,730) - - - - (533,730)
(56,779,447) 8 - - - (56,779,447)
122,316,341 7,873,106 3,290,865 (1,269) (11,162,702) 122,316,341
(1,573,033) - - - - (1,573,033)
$ 120,743,308 $ 7,873,106 $ 3,290,865 (1,269) $ (11,162,702)  $ 120,743,308
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Report 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

Independent Auditor’s Report

Board of Directors
Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s Health System and Subsidiaries

We have audited, in accordance with the 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 (Government Auditing Standards), the
consolidated financial statements of Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s
Health System and Subsidiaries (the System), which comprise the consolidated balance sheet as of
December 31, 2024, the related consolidated statements of operations and changes in net assets and
cash flows for the year then ended and the related notes to the consolidated financial statements
(collectively, the financial statements), and have issued our report thereon dated March 20, 2025.

Report on Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the System’s internal
control over financial reporting (internal control) as a basis for designing 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 System’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the System’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 or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the System’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.

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 entity’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

PSSk VS LLP

Coral Gables, Florida
March 20, 2025
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Report on Compliance for Each Major Federal Program; Report on Internal Control Over
Compliance; and Report on Schedule of Expenditures of Federal Awards Required by the Uniform
Guidance

Independent Auditor’s Report

Board of Directors
Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s Health System and Subsidiaries

Report on Compliance for Each Major Federal Program

Qualified and Unmodified Opinions

We have audited Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s Health System and
Subsidiaries’ (the System) compliance with the types of compliance requirements identified as subject to
audit in the OMB Compliance Supplement that could have a direct and material effect on each of
System’s major federal programs for the year ended December 31, 2024. The System’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs.

Qualified Opinion on ALN 93.493 Congressional Directives

In our opinion, except for the noncompliance described in the Basis for Qualified and Unmodified
Opinions section of our report, the System complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on ALN 93.493 Congressional
Directives for the year ended December 31, 2024.

Unmodified Opinion on the Other Major Federal Program

In our opinion, the System complied, in all material respects, with the compliance requirements referred to
above that could have a direct and material effect on its other major federal program identified in the
summary of auditor’s results section of the accompanying schedule of findings and questioned costs for
the year ended December 31, 2024.

Basis for Qualified and Unmodified Opinions

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America (GAAS); the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States (Government Auditing
Standards); 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). Our responsibilities under those standards and the Uniform Guidance are further described in
the Auditor’'s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the System and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we
have obtained is sufficient and appropriate to provide a basis for our qualified and unmodified opinions on
compliance for each major federal program. Our audit does not provide a legal determination of the
System’s compliance with the compliance requirements referred to above.

THE POWER OF BEING UNDERSTOOD
ASSURANCE | TAX | CONSULTING

39

RSM US LLP is the U.S. member firm of RSM International, a global network of independent assurance, tax, and consulting firms.
Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.




Matters Giving Rise to Qualified Opinion on ALN 93.493 Congressional Directives

As described in the accompanying schedule of findings and questioned costs, the System did not comply
with requirements regarding ALN 93.493 Congressional Directives as described in finding number 2024-
002 for Allowable Costs/Cost Principles, 2024-004 for Period of Performance, and 2024-005 for Cash
Management. Compliance with such requirements is necessary, in our opinion, for the System to comply
with the requirements applicable to that program.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of
laws, statutes, regulations, rules and provisions of contracts or grant agreements applicable to the
System’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the System’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in
accordance with GAAS, Government Auditing Standards, and the Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance resulting from
fraud is higher than for that resulting from error, as fraud may involve collusion, forgery, intentional
omissions, misrepresentations or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material, if there is a substantial likelihood that, individually
or in the aggregate, it would influence the judgment made by a reasonable user of the report on
compliance about the System’s compliance with the requirements of each major federal program as a
whole.

In performing an audit in accordance with GAAS, Government Auditing Standards, and the Uniform
Guidance, we

¢ Exercise professional judgment and maintain professional skepticism throughout the audit.

e |dentify and assess the risks of material noncompliance, whether due to fraud or error, and design
and perform audit procedures responsive to those risks. Such procedures include examining, on a
test basis, evidence regarding the System’s compliance with the compliance requirements referred to
above and performing such other procedures as we considered necessary in the circumstances.

¢ Obtain an understanding of the System’s internal control over compliance relevant to the audit in
order to design audit procedures that are appropriate in the circumstances and to test and report on
internal control over compliance in accordance with the Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of the System’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other matters,
the planned scope and timing of the audit and any significant deficiencies and material weaknesses in
internal control over compliance that we identified during the audit.

Other Matters

The results of our auditing procedures disclosed other instances of noncompliance which are required to
be reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as items 2024-001 and 2024-003. Our opinion on each major
federal program is not modified with respect to these matters.

Government Auditing Standards requires the auditor to perform limited procedures on the System’s
response to the noncompliance findings identified in our compliance audit described in the accompanying
schedule of findings and questioned costs. the System’s response was not subjected to the other auditing
procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

40



Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to identify all
deficiencies in internal control over compliance that might be material weaknesses or significant
deficiencies in internal control over compliance and therefore, material weaknesses or significant
deficiencies may exist that were not identified. However, as discussed below, we did identify certain
deficiencies in internal control over compliance that we consider to be material weaknesses.

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 program on a timely basis. A material weakness in internal control over compliance is a
deficiency, or a 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
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
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. We consider the deficiencies in internal
control over compliance described in the accompanying schedule of findings and questioned costs as
items 2024-002, 2024-004 and 2024-005 to be material weaknesses.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on the System’s
responses to the internal control over compliance findings identified in our compliance audit described in
the accompanying schedule of findings and questioned costs. The System’s responses were not
subjected to the other auditing procedures applied in the audit of compliance and, accordingly, we
express no opinion on the responses.

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. Accordingly, this report is not suitable for any other purpose.

Report on Schedule of Expenditures of Federal Awards Required by the Uniform Guidance

We have audited the financial statements of the System as of and for the year ended December 31,
2024, and have issued our report thereon dated March 20, 2025, which contained an unmodified opinion
on those financial statements. Our audit was performed for the purpose of forming an opinion on the
financial statements as a whole. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the Uniform Guidance and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the schedule of
expenditures of federal awards is fairly stated in all material respects in relation to the financial
statements as a whole.

PSSk VS LLP

Coral Gables, Florida
March 20, 2025
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Nicklaus Children’s Health System and Subsidiaries

(A Florida Not-for-Profit Organization)

Schedule of Expenditures of Federal Awards
Year Ended December 31, 2024

Federal Pass-Through
Assistance Entity
Listing Identifying Total Federal
Federal Grantor / Pass-Through Grantor / Program or Cluster Title Number Number Expenditures
Department of Health and Human Services:
Training in General, Pediatric and Public Health Dentistry 93.059 $ 491,300
Total Training in General, Pediatric and Public
Health Dentistry 491,300
Congressional Directives 93.493 695,098
Total Congressional Directives 695,098
Florida Department of Health —
Maternal and Child Health Services Block Grant to the States 93.994 DEY02 999,876
Total Maternal and Child Health Services Block
Grant to the States 999,876
Research and Development Cluster —
University of Pittsburg — Mental Health Research Grants 93.242 AWDO00009268 260,070
Florida International University — Mental Health Research Grants 93.242 R01MH116005 91,066
University of Miami — Mental Health Research Grants 93.242 0S00001111 3,360
Epilepsy Florida — National Organizations of State and Local Officials 93.110 H9833240 15,000
University of Michigan — Lung Diseases Research 93.838 SUBK00014479 2,000
Florida International University — Child Health and Human Development
Extramural Research 93.865 498 12,000
Florida International University — Minority Health and Health Disparities Research 93.307 707 168,512
Children’s Oncology Group — Cancer Treatment Research 93.395 U10CA180886 98,182
Total Research and Development Cluster 650,190
Total Department of Health and Human Services 2,836,464
Total expenditures of federal awards $ 2,836,464

See notes to schedules of expenditures of federal awards.
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Nicklaus Children’s Health System and Subsidiaries

Notes to Schedule of Expenditures of Federal Awards
Year Ended December 31, 2024

Note 1. Basis of Presentation

The accompanying schedule of expenditures of federal awards (the Schedule) includes the federal award
activity of Miami Children’s Health System, Inc. d/b/a Nicklaus Children’s Health System and Subsidiaries
(the System) under programs of the federal government for the year ended December 31, 2024. The
information in this Schedule is presented in accordance with the 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). Therefore, some amounts presented in the
Schedule may differ from amounts presented in, or used in the preparation of, the System’s consolidated
financial statements. Because the Schedule presents only a selected portion of the operations of the
System, it is not intended to and does not present the financial position, changes in net assets or cash
flows of the System.

Note 2. Summary of Significant Accounting Policies

Expenditures reported in the Schedule are recognized under the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles and Audit Requirements for
Federal Awards, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

The System allocates indirect costs to each program based on the amount specified in the budget for
each program. The System has not elected to use the 10% de minimis indirect cost rate as allowed under
the Uniform Guidance.

The System did not pass through any federal award amounts to subrecipients during 2024.
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Nicklaus Children’s Health System and Subsidiaries

Schedule of Findings and Questioned Costs
Year Ended December 31, 2024

.  Summary of Auditor’s Results
A. Consolidated Financial Statements
1. Type of auditor’s report issued on whether the
financial statements audited were prepared in
accordance with GAAP: Unmodified

2. Internal control over financial reporting:

o Material weakness(es) identified? Yes X No

¢ Significant deficiency(ies) identified? Yes X None reported

3. Noncompliance material to financial statements
noted? Yes X No

B. Federal Awards
1. Internal control over major programs:

e Material weakness(es) identified? X Yes No

¢ Significant deficiency(ies) identified? Yes X None reported

2. Type of auditor’s report issued on compliance for
major federal programs: Qualified

¢ Any audit findings disclosed that are required to
be reported in accordance with
2 CFR 200.516(a)? X Yes No

3. ldentification of major programs:

Assistance Listing Number Name of Federal Program or Cluster

93.493 Congressional Directives

93.059 Training in General, Pediatric and Public Health Dentistry

Dollar threshold used to distinguish between Type A

and Type B programs: $750,000

Auditee qualified as low-risk auditee? _ X Yes _____ No
(Continued)
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Nicklaus Children’s Health System and Subsidiaries

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2024

ll. Financial Statement Findings

No matters to report.

lll. Findings and Questioned Costs for Federal Awards
Finding 2024-001 — Allowable Costs/Cost Principles

Identification of federal program: Assistance Listing No. 93.493 — Congressional Directives

Criteria or specific requirement: Section 200.406 of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards
(Uniform Guidance) provides the requirements for applicable credits. Applicable credits refer to
transactions that offset or reduce direct or indirect costs allocable to a Federal award. Examples of such
transactions are purchase discounts, rebates or allowances, recoveries or indemnities on losses,
insurance refunds or rebates and adjustments of overpayments or erroneous charges. To the extent that
such credits accruing to or received by the recipient or subrecipient relate to allowable costs, they must
be credited to the Federal award either as a cost reduction or cash refund, as appropriate.

Condition: We noted an instance of a reimbursement that was not net of applicable credits.

Cause: The System does not have internal controls in place requiring supervisory review and approval for
allowability and adherence to cost principles specifically related to reimbursement net of applicable
credits.

Effect or potential effect: Unallowable costs may have been charged to the program.

Questioned cost: $6,945 known

Context: The System received funding that was not net of applicable credits. The funding received from
the grantor was the full invoice amount, however, the actual expenditure was net of applicable credits
($6,945).

Recommendation: We recommend the System establish formal internal control policies and procedures
requiring supervisory review and approval for allowability and adherence to cost principles specifically
related to reimbursement net of applicable credits.

Views of responsible officials: The System concurs with this finding. See page 50 for corrective action
plan.
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Nicklaus Children’s Health System and Subsidiaries

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2024

Finding 2024-002 — Material Weakness: Allowable Costs/Cost Principles

Identification of federal program: Assistance Listing No. 93.493 — Congressional Directives

Criteria or specific requirement: Section 200.403(e) of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards
requires that “(e) Be determined in accordance with generally accepted accounting principles (GAAP)”.
GAAP does not allow recording of the expenditure until the expense is incurred. In addition, Section
200.502(a) of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards requires that “The determination of when a
Federal award is expended must be based on when the activity related to the Federal award occurs”.

Condition: Expenditures were included on the 2024 Schedule of Expenditures of Federal Awards,
however, the expenditures were not incurred until 2025.

Cause: Drawdown on reimbursement requests were submitted to the grantor prior to the System incurring
qualifying expenditures.

Effect or potential effect: This resulted in material non-compliance with the allowable costs/cost principles
requirement for the grant program. The expenditures included on the 2024 Schedule of Expenditures of
Federal Awards were overstated.

Questioned cost: $92,130 known. The 2024 Schedule of Expenditures of Federal Awards has been
corrected for this finding.

Context: The finding is considered systemic in nature.
Recommendation: We recommend that the System personnel administering the grant program comply

with the System’s established process, whereby qualifying expenditures are incurred prior to requesting
reimbursement from the grantor.

Views of responsible officials: The System concurs with this finding. See page 52 for corrective action
plan.
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Nicklaus Children’s Health System and Subsidiaries

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2024

Finding 2024-003 — Reporting

Identification of federal program: Assistance Listing No. 93.493 — Congressional Directives

Criteria or specific requirement: Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles and Audit Requirements for Federal Awards (Uniform Guidance) requires
that the auditee maintain internal control over financial reporting which includes supervisory review of
reports prepared and submitted to the grantor to assure accuracy and completeness of data included in
the reports.

Condition: We noted an incorrect progress report being submitted to the grantor.

Cause: Formal internal control policies and procedures requiring supervisory review of reports have not
been established.

Effect or potential effect: The lack of adequate internal control policies and procedures requiring timely
supervisory review of reports filed with grantor may result in inaccurate information being reported and
non-compliance with program requirements. This finding resulted in an incorrect progress report being
submitted to the grantor.

Questioned cost: not applicable.
Context: An incorrect progress report was submitted to the grantor.

Recommendation: We recommend the System establish formal internal control policies and procedures
requiring supervisory review and approval of all reports filed with the grantor to assure the accuracy and
completeness of data included in such reports. All such reviews and approvals should be properly
documented.

Views of responsible officials: The System concurs with this finding. See page 54 for corrective action
plan.
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Nicklaus Children’s Health System and Subsidiaries

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2024

Finding 2024-004 — Material Weakness: Period of Performance

Identification of federal program: Assistance Listing No. 93.493 — Congressional Directives

Criteria or specific requirement: Section 200.1 of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles and Audit Requirements for Federal Awards
requires that, “A non-federal entity may charge only allowable costs incurred during the approved budget
period of a federal award’s period of performance and any costs incurred before the federal awarding
agency or pass-through entity made the federal award that were authorized by the federal awarding
agency or pass-through entity”

Condition: The approved grant includes a budget period from September 30, 2023 through
September 29, 2026. Expenditures were included on the 2024 Schedule of Expenditures of Federal
Awards, however, the expenditures were incurred prior to the budget period start date.

Cause: Expenditures were incurred prior to the budget period start date, however, reimbursement was
requested from the grantor.

Effect or potential effect: This resulted in material non-compliance with the period of performance
requirement for the grant programs. The expenditures included on the 2024 Schedule of Expenditures of
Federal Awards were overstated.

Questioned cost: $232,870. The 2024 Schedule of Expenditures of Federal Awards has been corrected
for this finding.

Context: Expenditures were included on the 2024 Schedule of Expenditures of Federal Awards, however,
the expenditures were incurred prior to the budget period start date.

Recommendation: We recommend that the System personnel administering the grant program comply
with the System’s established process, whereby the drawdown on reimbursement requests include
expenditures incurred within the budget period of the approved grant.

Views of responsible officials: The System concurs with this finding. See page 55 for corrective action
plan.
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Nicklaus Children’s Health System and Subsidiaries

Schedule of Findings and Questioned Costs (Continued)
Year Ended December 31, 2024

Finding 2024-005 — Material Weakness: Cash Management

Identification of federal program: Assistance Listing No. 93.493 — Congressional Directives

Criteria or specific requirement: Per the OMB Compliance Supplement, “For grants and cooperative
agreements to non-federal entities that are funded on a reimbursement basis, determine that
expenditures, as defined by 2 CFR 200.1, were incurred prior to the date of the reimbursement request.”

Condition: We noted two instances of request for reimbursement prior to the expenditures being incurred.

Cause: Drawdown on reimbursement requests were submitted to the grantor prior to the System incurring
qualifying expenditures.

Effect or potential effect: This resulted in material non-compliance with the cash management
requirement for the grant program.

Questioned cost: $92,130 known. The 2024 Schedule of Expenditures of Federal Awards has been
corrected for this finding.

Context: The finding is considered systemic in nature.
Recommendation: We recommend that the System personnel administering the grant program comply

with the System’s established process, whereby qualifying expenditures are incurred prior to requesting
reimbursement from the grantor.

Views of responsible officials: The System concurs with this finding. See page 57 for corrective action
plan.
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iarens Research Institute

HOSpitOl 5301 Waterford District Drive

. 4th Floor
Researchinstitute Miami, FL 33126
Where Your Child Matters Most™ 1-800-533-1792

NICKLAUS CHILDREN’'S HEALTH SYSTEM — RESEARCH INSTITUTE
CORRECTIVE AND PREVENTIVE ACTION PLAN (CAPA)
February 25, 2025

Identifying Number: 2024-001

Finding: Allowable Costs/Cost Principles

Context: The System received funding that was not net of applicable credits. The funding received from
the grantor was the full invoice amount, however, the actual expenditure was net of applicable credits
($6,945).

Corrective Actions Taken or Planned:

The Director of the Office of Sponsored Programs and the Manager of Sponsored Programs will develop
a standardized document checklist for all high-value expenditures. This checklist will require all
Sponsored Programs analysts to submit complete documentation with expense reports and proof of
payment and have their respective immediate supervisor/manager review for compliance before final
approval by the Director.

a. Correcting the gaps between invoicing processes and collecting the Departments/AP
proof of payment

b. Returning overpayments, if applicable

c. Implementing organizational changes such as updated policies and/or procedures

d. Educating the team(s) and/or Department(s) on internal controls, processes and accuracy
best practices during the Grant management process

Planning Process

¢ Compliance with Regulations: The Director and Manager from Sponsored Programs will
ensure the corrective actions align with applicable federal grant regulations and guidelines. We
will create:

- Processes in which we will adopt verification procedures for invoices and collections.

- Create/update Standard Operating Procedures (SOPs).

- Provide our team with updated training material (working practice guidelines—WPGs), so
they have clear expectations and understand our compliance mechanism.

- Implement internal controls, with the Director and Manager from Sponsored Programs
developing checks and balances at the end of each month to ensure compliance in all the
grant’s portfolio.

¢ Communication: The Director and Manager from Sponsored Programs will communicate the
corrective action plan to all relevant staff and stakeholders.

¢ Follow-up: The Director and Manager from Sponsored Programs will regularly monitor progress
and adjust to resolve any inefficiencies.

e Training: The Director and Manager from Sponsored programs will work on the development and
delivery of mandatory training sessions for all Sponsored Programs relevant staff. This will
include (not limited to):

- Retrain on updated policies and procedures (OSP team, Departments and stakeholders, if
applicable)

- Retrain on workflows and system (OSP team, Departments and stakeholders, if applicable)

- Retrain on process improvement (OSP team, Departments and stakeholders, if applicable)

e Policy Updates: Revision of existing policies or creation of new ones to clarify procedures.

¢ System Enhancements: Implementing new software/program that improves data accuracy and
compliance in all Federal/State and Local Grants throughout Nicklaus Children’s Hospital.

¢ Monitoring and Oversight: The Director and Manager from the Sponsored Programs will
monitor transactions and reporting processes more frequently.
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Deadline for Implementation:

Immediate action:

The Director of Sponsored Programs transitioned the staff member responsible for the findings to an area
where their expertise is most valuable.

This CAPA will take effect immediately and be fully implemented within six weeks by April 07, 2025,
allowing time to create/revise SOPs, Working Practice Guidelines (WPGs), Checklists and
training/retraining sessions for stakeholders and OSP team members.
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Identifying Number: 2024-002

Finding: Material Weakness: Allowable Costs/Cost Principles

Context: Expenditures were included on the 2024 Schedule of Expenditures of Federal Awards,
however, the expenditures were not incurred until 2025.

Corrective Actions Taken or Planned:

The Director of the Office of Sponsored Programs and the Manager of Sponsored Programs will develop
a standardized document checklist for all high-value expenditures. This checklist will require all
Sponsored Programs analysts to submit complete documentation with expense reports and proof of
payment and have their respective immediate supervisor/manager review for compliance before final
approval by the Director.

a. Correcting the gaps between invoicing processes and collecting the Departments/AP
proof of payment

b. Returning overpayments, if applicable

c. Implementing organizational changes such as updated policies and/or procedures

d. Educating the team(s) and/or Department(s) on internal controls, processes and accuracy
best practices during the Grant management process.

Planning Process
¢ Compliance with Regulations: The Director and Manager from Sponsored Programs will

ensure the corrective actions align with applicable federal grant regulations and guidelines. We

will create:

- Create processes in which we will adopt verification procedures for invoices and collections.

- Create/update Standard Operating Procedures (SOPs)

- Provide our team with updated training material (working practice guidelines—WPGs), so
they have clear expectations and understand our compliance mechanism.

- Implement internal controls, with the Director and Manager from Sponsored Programs
developing checks and balances at the end of each month to ensure compliance in all the
grant’s portfolio.

¢ Communication: The Director and Manager from Sponsored Programs will

e communicate the corrective action plan to all relevant staff and stakeholders.

¢ Follow-up: The Director and Manager from Sponsored Programs will regularly monitor progress
and adjust to resolve any inefficiencies.

e Training: The Director and Manager from Sponsored programs will work on the development and
delivery of mandatory training sessions for all Sponsored Programs relevant staff. This will
include (not limited to):

- Retrain on updated policies and procedures (OSP team, Departments and stakeholders, if
applicable)

- Retrain on workflows and system (OSP team, Departments and stakeholders, if applicable)

- Retrain on process improvement (OSP team, Departments and stakeholders, if applicable)

¢ Policy Updates: Revision of existing policies or creation of new ones to clarify procedures.

e System Enhancements: Implementing new software/program that improves data accuracy and
compliance in all Federal/ State and Local Grants throughout Nicklaus Children’s Hospital.

¢ Monitoring and Oversight: The Director and Manager from the Sponsored Programs will
monitor transactions and reporting processes more frequently.
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Deadline for Implementation:

Immediate action:

The Director of Sponsored Programs transitioned the staff member responsible for the findings to an area
where their expertise is most valuable.

This CAPA will take effect immediately and be fully implemented within six weeks by April 07, 2025,
allowing time to create/revise SOPs, Working Practice Guidelines (WPGs), Checklists and
training/retraining sessions for stakeholders and OSP team members.
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Identifying Number: 2024-003

Finding: Reporting
Context: An incorrect progress report was submitted to the grantor.

Corrective Actions Taken or Planned:

The Director of the Office of Sponsored Programs and the Manager of Sponsored Programs will develop
a standardized document checklist for all high-value expenditures. This checklist will require all
Sponsored Programs analysts to submit complete documentation with expense reports and proof of
payment and have their respective immediate supervisor/manager review for compliance before final
approval by the Director.

a. Implementing organizational changes such as updated policies and/or procedures

b. Educating the team(s) and/or Department(s) on internal controls, processes and accuracy
best practices during the Grant management process

c. Oversight of drawdown requests by the Director of Sponsored Programs to ensure
accuracy of request

Planning Process
e Compliance with Regulations: The Director and Manager from Sponsored Programs will

ensure the corrective actions align with applicable federal grant regulations and guidelines. We

will create:

- Implement internal controls, with the Director and Manager from Sponsored Programs
developing checks and balances at the end of each month to ensure compliance in all the
grant’s portfolio.

- Oversight of all drawdown requests, ensuring complete and accurate supporting
documentation.

e Communication: The Director and Manager from Sponsored Programs will communicate the
corrective action plan to all relevant staff and stakeholders.

¢ Follow-up: The Director and Manager from Sponsored Programs will regularly monitor progress
and adjust to resolve any inefficiencies.

e Training: The Director and Manager from Sponsored programs will work on the development and
delivery of mandatory training sessions for all Sponsored Programs relevant staff. This will
include (not limited to):

- Retrain on updated policies and procedures (OSP team, Departments and stakeholders, if
applicable)

- Retrain on workflows and system (OSP team, Departments and stakeholders, if applicable)

- Retrain on process improvement (OSP team, Departments and stakeholders, if applicable)

¢ Policy Updates: Revision of existing policies or creation of new ones to clarify procedures.

¢ System Enhancements: Implementing new software/program that improves data accuracy and
compliance in all Federal/State, and Local Grants throughout Nicklaus Children’s Hospital.

¢ Monitoring and Oversight: The Director and Manager from the Sponsored Programs will
monitor transactions and reporting processes more frequently.

Deadline for Implementation:

Immediate action:

The Director of Sponsored Programs transitioned the staff member responsible for the findings to an area
where their expertise is most valuable.

This CAPA will take effect immediately and be fully implemented within six weeks by April 07, 2025,
allowing time to create/revise SOPs, Working Practice Guidelines (WPGs), Checklists and
training/retraining sessions for stakeholders and OSP team members.
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Identifying Number: 2024-004

Finding: Material Weakness: Period of Performance

Context: Expenditures were included on the 2024 Schedule of Expenditures of Federal Awards,
however, the expenditures were incurred prior to the budget period start date.

Corrective Actions Taken or Planned:

The Director of the Office of Sponsored Programs and the Manager of Sponsored Programs will develop
a standardized document checklist for all high-value expenditures. This checklist will require all
Sponsored Programs analysts to submit complete documentation with expense reports and proof of
payment and have their respective immediate supervisor/manager review for compliance before final
approval by the Director.

a. Implementing organizational changes such as updated policies and/or procedures

b. Educating the team(s) and/or Department(s) on internal controls, processes and accuracy
best practices during the Grant management process

c. Oversight of drawdown requests by the Director of Sponsored Programs to ensure
accuracy of request

Planning Process

o Compliance with Regulations: The Director and Manager from Sponsored Programs will
ensure the corrective actions align with applicable federal grant regulations and guidelines. We
will create:

- Implement internal controls, with the Director and Manager from Sponsored Programs
developing checks and balances at the end of each month to ensure compliance in all the
grant’s portfolio.

- Oversight of all drawdown requests, ensuring complete and accurate supporting
documentation.

e Communication: The Director and Manager from Sponsored Programs will communicate the
corrective action plan to all relevant staff and stakeholders.

¢ Follow-up: The Director and Manager from Sponsored Programs will regularly monitor progress
and adjust to resolve any inefficiencies.

e Training: The Director and Manager from Sponsored programs will work on the development and
delivery of mandatory training sessions for all Sponsored Programs relevant staff. This will
include (not limited to):

- Retrain on updated policies and procedures (OSP team, Departments and stakeholders, if
applicable)

- Retrain on workflows and system (OSP team, Departments and stakeholders, if applicable)

- Retrain on process improvement (OSP team, Departments and stakeholders, if applicable)

¢ Policy Updates: Revision of existing policies or creation of new ones to clarify procedures.

e System Enhancements: Implementing new software/program that improves data accuracy and
compliance in all Federal/State, and Local Grants throughout Nicklaus Children’s Hospital.

¢ Monitoring and Oversight: The Director and Manager from the Sponsored Programs will
monitor transactions and reporting processes more frequently.
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Deadline for Implementation:

Immediate action:

The Director of Sponsored Programs transitioned the staff member responsible for the findings to an area
where their expertise is most valuable.

This CAPA will take effect immediately and be fully implemented within six weeks by April 07, 2025,
allowing time to create/revise SOPs, Working Practice Guidelines (WPGs), Checklists and
training/retraining sessions for stakeholders and OSP team members.
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Identifying Number: 2024-005

Finding: Material Weakness: Cash Management

Context: Drawdown on reimbursement requests were submitted to the grantor prior to the System
incurring qualifying expenditures.

Corrective Actions Taken or Planned:

The Director of the Office of Sponsored Programs and the Manager of Sponsored Programs will develop
a standardized document checklist for all high-value expenditures. This checklist will require all
Sponsored Programs analysts to submit complete documentation with expense reports and proof of
payment and have their respective immediate supervisor/manager review for compliance before final
approval by the Director.

a. Implementing organizational changes such as updated policies and/or procedures

b. Educating the team(s) and/or Department(s) on internal controls, processes and accuracy
best practices during the Grant management process

c. Oversight of drawdown requests by the Director of Sponsored Programs to ensure
accuracy of request

Planning Process
o Compliance with Regulations: The Director and Manager from Sponsored Programs will

ensure the corrective actions align with applicable federal grant regulations and guidelines. We

will create:

- Implement internal controls, with the Director and Manager from Sponsored Programs
developing checks and balances at the end of each month to ensure compliance in all the
grant’s portfolio.

- Oversight of all drawdown requests, ensuring complete and accurate supporting
documentation.

e Communication: The Director and Manager from Sponsored Programs will communicate the
corrective action plan to all relevant staff and stakeholders.

¢ Follow-up: The Director and Manager from Sponsored Programs will regularly monitor progress
and adjust to resolve any inefficiencies.

e Training: The Director and Manager from Sponsored programs will work on the development and
delivery of mandatory training sessions for all Sponsored Programs relevant staff. This will
include (not limited to):

- Retrain on updated policies and procedures (OSP team, Departments and stakeholders, if
applicable)

- Retrain on workflows and system (OSP team, Departments and stakeholders, if applicable)

- Retrain on process improvement (OSP team, Departments and stakeholders, if applicable)

¢ Policy Updates: Revision of existing policies or creation of new ones to clarify procedures.

e System Enhancements: Implementing new software/program that improves data accuracy and
compliance in all Federal/State, and Local Grants throughout Nicklaus Children’s Hospital.

¢ Monitoring and Oversight: The Director and Manager from the Sponsored Programs will
monitor transactions and reporting processes more frequently.
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Deadline for Implementation:

Immediate action:

The Director of Sponsored Programs transitioned the staff member responsible for the findings to an area
where their expertise is most valuable.

This CAPA will take effect immediately and be fully implemented within six weeks by April 07, 2025,
allowing time to create/revise SOPs, Working Practice Guidelines (WPGs), Checklists and
training/retraining sessions for stakeholders and OSP team members.
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