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Independent Auditors’ Report 

The Board of Trustees 
The Medical College of Wisconsin, Inc.: 

Report on the Audit of the Consolidated Financial Statements  

Opinion 

We have audited the consolidated financial statements of The Medical College of Wisconsin, Inc. (MCW), 
which comprise consolidated statements 

Financial Statements 

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements as a 
whole are free from material misstatement, whether due to fraud or error, and to issue an auditors’ report that 
includes our opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and 
therefore is not a guarantee that an audit conducted in accordance with GAAS 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 consolidated financial statements. 











THE MEDICAL COLLEGE OF WISCONSIN, INC.

Consolidated Statements of Cash Flows

Years ended June 30, 2022 and 2021

(In thousands)

2022 2021

Cash flows from operating activities:
(Decrease) increase in net assets $ (334,529) 538,931  
Adjustments to reconcile change in net assets to cash flow (used in) provided

by operations:
Depreciation and amortization 35,175  35,343  
Contributions restricted for long-term investment (16,891) (14,742) 
(Gain) loss on sale of land, buildings, and equipment (579) 525  
Loss (gain) on extinguishment of debt 166  (2,749) 
Gain on investments in joint ventures, net (4,055) (6,420) 
Realized and unrealized loss (gain) on investments, net 366,370  (486,332) 
Change in fair value of interest rate swap (7,889) (5,216) 
Increase in receivables (28,008) (13,832) 
Increase in prepaid expenses and other assets (2,045) (2,029) 
Increase (decrease) in beneficial interest in charitable trusts 402  (662) 
(Decrease) increase in accounts payable and accrued payroll and related liabilities (77,500) 59,989  
Increase in deferred revenue 31,278  9,820  
Increase in estimated liability for unpaid professional liability claims 298  111  
Increase (decrease) in refundable advance for U.S. government-sponsored loan funds 2,503  (837) 
Payments on operating leases (9,854) (12,195) 
Increase (decrease) in other liabilities 16  (142) 

Net cash (used in) provided by operating activities (45,142) 99,563  

Cash flows from investing activities:
Purchases of marketable securities (1,654,411) (435,339) 
Proceeds from sales and maturities of marketable investments 1,583,233  340,809  
Purchases of non-marketable securities (799,544) (132,956) 
Proceeds from sales and maturities of non-marketable investments 833,920  217,405  
Purchases of deposits with bond trustees (381,665) (5,413) 
Proceeds from sales of deposits with bond trustees 215,075  10,564  
Capital expenditures (33,360) (21,372) 
Proceeds from sale of land, buildings, and equipment 735  73  
Capital contributions to investments in joint ventures (1,098) (2,126) 
Distributions from investments in joint ventures 48,411  5,714  

Net cash used in investing activities (188,704) (22,641) 

Cash flows from financing activities:
Restricted contributions and investment income 16,891  14,742  
Proceeds from long-term debt 193,207  —  
Payments of debt issuance costs (1,535) —  
Repayments of long-term debt (15,670) (10,293) 
Extinguishment of debt (15) —  

Net cash provided by financing activities 192,878  4,449  

Net (decrease) increase in cash and cash equivalents (40,968) 81,371  

Cash and cash equivalents at beginning of year 189,599  108,228  

Cash and cash equivalents at end of year $ 148,631  189,599  

Supplemental data:
Cash paid for interest (net of amounts capitalized of $2,627 and $179 in 2022 and 2021,

respectively) $ 10,752  11,249  
Noncash acquisition of right-of-use assets in exchange for long-term lease obligations 721  3,293  
Noncash change in receivable from Children’s Specialty Group —  2,429  

See accompanying notes to consolidated financial statements.
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MEDICAL COLLEGE OF WISCONSIN, INC. 

Notes to Consolidated Financial Statements 

June 30, 2022 and 2021 

(In thousands) 

 17 (Continued) 

(b) Other Joint Ventures 

MCW’s investment in other joint ventures accounted for using the equity method of accounting include: 

Ownership percentage
2022 2021

APM Wisconsin MSO LLC 49.0 % 49.0 %
Children’s Health Network of Wisconsin, LLC 50.0 50.0
Drexel Town Square Surgery Center, LLC 49.0 49.0
FMLH MCW Real Estate Ventures, LLC 50.0 50.0
Fresenius Medical Care Midwest Dialysis, LLC 10.0 10.0
Froedtert & The Medical College of Wisconsin ACO, LLC 50.0 50.0
Froedtert & The Medical College of Wisconsin Network, LLC 50.0 50.0
Froedtert Surgery Center, LLC 49.0 49.0
MRMC Land Bank, LLC 33.3 33.3
Wisconsin Renal Care Group, LLC 10.0 10.0

 

MCW received capital distributions from other joint ventures of $3,397 and $5,714 as of June 30, 2022 
and 2021, respectively. MCW made capital contributions to other joint ventures of $1,098 and $2,126 in 
2022 and 2021. MCW’s share of gains and losses in other joint ventures for 2022 and 2021 of $4,055 
and $3,009, respectively, is recorded in other revenue. MCW’s investment in other joint ventures is 
approximately $29,591 and $27,835 as of June 30, 2022 and 2021, respectively, and is included in 
prepaid expenses and other assets on the consolidated statements of financial position. 

(5) Investments 

The fair value of investments as of June 30, 2022 and 2021 is summarized below: 

2022 2021

Money market funds $ 63,167  67,125  
U.S. government obligations 77,520  84,162  
Bond and equity mutual funds 376,222  369,394  
Commingled bond and equity funds 928,943  1,314,829  
Equity securities 25,796  69,703  
Hedge funds 237,623  200,806  
Private assets 214,224  148,051  
Other 2,168  2,943  

Total $ 1,925,663  2,257,013  
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Notes to Consolidated Financial Statements 

June 30, 2022 and 2021 

(In thousands) 
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Commingled bond and equity funds are comprised of domestic and foreign investment grade or below 
investment grade public and private issue debt and debt-like securities and domestic and foreign equity 
and equity-like securities. 

Hedge funds are comprised of investments in exempted companies which invest in debt and equity 
securities using a long/short, event-driven, or multi-strategy approach. 

Private assets are comprised of ownership interests in limited partnerships. MCW owns less than 10% of 
each limited partnership. 

Other includes accrued investment income, state and municipal bonds, corporate bonds, asset- and 
mortgage-backed securities and guaranteed investment contracts. Mortgage-backed securities are 
comprised of widely traded tranches of principal and interest strips in the form of collateralized mortgage 
obligations and real estate mortgage investment conduits. Asset-backed securities are comprised of 
principal and interest strips derived from underlying receivables. Guaranteed investment contracts are 
comprised of fixed annuities issued by insurance companies. 

MCW’s return on investments as reported in the consolidated financial statements for the years ended 
June 30, 2022 and 2021 is summarized below: 
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Notes to Consolidated Financial Statements 

June 30, 2022 and 2021 

(In thousands) 
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The following section describes the valuation methodologies used for financial assets and liabilities 
measured at fair value. The techniques utilized in estimating the fair values are affected by the 
assumptions. There were no changes in valuation methodologies used for the years ended June 30, 2022 
and 2021. 

Cash and cash equivalents: The fair value of cash and cash equivalents is based on observable market 
quotation prices provided by custodial financial institutions at the reporting date. 

Deposits with bond trustees: The fair value of the money market funds on deposit with bond trustees is 
based on observable market quotation prices. The fair value of fixed maturity securities on deposit with 
bond trustees is based on prices provided by each bond trustee’s financial institution using a variety of 
pricing sources. Each bond trustee’s financial institution designates specific pricing services or indices for 
each sector of the market based on the pricing service’s expertise. 

Investments: The fair value of investments is based on valuations provided by external investment 
managers and custodial financial institutions. Valuations of investments in Level 1, which include money 
market funds, accrued investment income, bond and equity mutual funds, and equity securities, are 
provided by custodial financial institutions based on observable market quotation prices. Valuations of 
certain investments in Level 2, which include accrued investment income, U.S. government obligations, 
state and municipal bonds, corporate bonds, and asset-backed and mortgage-backed securities, are 
provided by custodial financial institutions based on observable inputs other than quoted prices, such as 
pricing services or indices. Valuations of investments in Level 3, which are comprised of guaranteed 
investment contracts with an insurance company, are valued at the contract value which represents the 
accumulated contributions and interest credited to the contracts, less any withdrawals. Contract value 
approximates fair value. Investments with valuations classified as Level 1 through 3 are considered 
marketable securities. 

MCW applies the measurement provisions of ASC Topic 820 related to certain investments in funds that do 
not have readily determinable fair values including private assets, hedge funds, and commingled equity and 
bond funds. ASC Topic 820 allows MCW to estimate the fair value of an investment using the net asset 
value per share of the investment as a practical expedient, if that net asset value per share is determined in 
accordance with ASC Topic 946, Financial Services-Investment Companies. Investments in commingled 
bond and equity funds, hedge funds and private assets with a fair value of $1,380,790 and $1,663,686 
were estimated using the net asset value per share, as a practical expedient, provided by external 
investment managers as of June 30, 2022 and 2021, respectively. Investments with fair values using the 
net asset value per share as a practical expedient are considered non-marketable securities. Changes in 
market conditions and the economic environment may impact the net asset value of the funds and 
consequently the fair value of MCW’s interest in the funds. 

The investment strategy of the commingled bond funds is to achieve favorable income-oriented returns 
from diversified portfolios of domestic and foreign investment grade or below investment grade public and 
private issue debt and debt-like securities. The investment strategy of the commingled equity funds is to 
seek investment results that achieve or exceed major market indices. Derivative instruments may be used 
in these funds in an attempt to hedge existing long and short positions in order to maximize returns and 
minimize risk. 
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The following tables present assets and liabilities that are measured at fair value on a recurring basis as of 
June 30, 2022 and 2021: 
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Notes to Consolidated Financial Statements 
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June 30, 2022
Investments measured at Net asset Unfunded Redemption Redemption

net asset value value commitments frequency notice period

Commingled bond and equity funds $ 928,943  —  Monthly 4–180 days

quarterly,
annually

Hedge funds 237,623  —  Quarterly, 45–90 days

annually
Private assets 214,224  88,810  —  —  

Total investments
measured at net
asset value $ 1,380,790  

 

June 30, 2021
Total Level 1 Level 2 Level 3

Assets:
Cash and cash equivalents $ 189,599  189,599  —  —  
Deposits with bond trustees 3,687  3,687  —  —  

Investments:
Money market funds 67,125  67,125  —  —  
U.S. government obligations 84,162  —  84,162  —  
Bond and equity mutual funds 369,394  369,394  —  —  
Equity securities 69,703  69,703  —  —  
Other 2,943  94  949  1,900  

Subtotal 593,327  506,316  85,111  1,900  

Investments measured at net
asset value 1,663,686  —  —  —  

Total investments 2,257,013  —  —  —  

Beneficial interest in
charitable trusts 6,160  —  —  6,160  

Total assets $ 2,456,459  699,602  85,111  8,060  

Liabilities:
Deferred compensation $ 5,290  3,390  —  1,900  
Interest rate swap 15,338  —  —  15,338  

Total liabilities $ 20,628  3,390  —  17,238  
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Notes to Consolidated Financial Statements 

June 30, 2022 and 2021 
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The following tables present MCW’s activity for all Level 3 assets and liabilities measured at fair value on a 
recurring basis using significant unobservable inputs, as defined in ASC Topic 820 for the years ended 
June 30, 2022 and 2021. 
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(f) Changes in Endowment Net Assets 

Rollforwards of the beginning and ending balances of endowments by net asset class for the years 
ended June 30, 2022 and 2021 are as follows: 

2022
Without donor With donor

restrictions restrictions Total

Interest and dividend income $ 3,785  7,344  11,129  
Realized gain on investments 75,260  65,612  140,872  
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The revenue bonds, taxable loans and related credit agreements were issued under the Master Trust 
Indenture and are collateralized by a pledge of certain revenues of MCW. The borrowing agreements 
contain continuing disclosure requirements and various covenants and restrictions, including a requirement 
that MCW maintain a minimum debt service coverage ratio, a minimum number of days of unrestricted 
cash on hand, and a maximum debt to capitalization ratio. 
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Notes to Consolidated Financial Statements 

June 30, 2022 and 2021 
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The aggregate scheduled principal maturities of long-term debt for each of the five years subsequent to 
June 30, 2022 and thereafter are as follows: 

 

All or part of the Series 2008 B, 2014 A, 2014 B, 2016, 2018 and 2022 bonds may be redeemed at par plus 
accrued and unpaid interest, if any, to the date of redemption, as set forth below: 

• The Series 2008 B bonds are continuously callable. 

• The Series 2014 A bonds may be redeemed at any time, subject to prepayment premium provisions. 

• A portion of the Series 2014 B bonds up to $6,000 may be redeemed at any time. The remaining 
Series 2014 B bonds may be redeemed at any time subject to prepayment premium provisions. 

• The Series 2016 bonds may be redeemed beginning on November 1, 2026. A portion of the 
Series 2016 bonds may be redeemed prior to November 1, 2026, subject to prepayment premium 
provisions. 

• The Series 2018 bonds may be redeemed at any time, subject to a make-whole provision. 

• The Series 2022 bonds may be redeemed beginning on December 1, 2031. 

(a) WHEFA Revenue Bond Series 2008 

The Series 2008 A bonds, totaling $83,400, were issued on July 30, 2008 to (i) refund the WHEFA 
Revenue Bond Series 2004 B1 bonds which had been issued to refund the WHEFA Revenue Bond 
Series 1993, and to fund construction of a Biomedical Research Facility, certain additional capital 
projects and a parking structure, (ii) to fund the construction of research capital projects at the 
Biomedical Research Facility and certain additional capital projects, and (iii) to fund a debt service 
reserve fund. Certain of the Series 2008 A bonds were advance-refunded by the WHEFA Revenue 
Bond Series 2016. The remaining Series 2008A bonds were refunded by the WHEFA Revenue Bond 
Series 2022. 

The Series 2008 B bonds, totaling $67,500, were issued on September 4, 2008 to refund the 
outstanding WHEFA Revenue Bonds Series 2004 B2 which had been issued to fund construction of a 
Biomedical Research Facility, certain additional capital projects and a parking structure. 

Concurrent with the issuance of the Series 2008 B bonds, MCW entered into a Credit Agreement with a 
financial institution under which the financial institution issued a renewable direct pay letter of credit. On 
August 1, 2018, the Credit Agreement was amended and restated and the letter of credit was extended 
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Notes to Consolidated Financial Statements 

June 30, 2022 and 2021 
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(17) Net Assets 

Certain net assets are designated for specific purposes by the MCW Board of Trustees; however the net 
assets are without donor restriction and can be used for any institutional purposes by MCW. The 
designations at June 30, 2022 and 2021 are as follows: 

 

Net assets with donor restrictions that are restricted for time, purpose or both at June 30, 2022 and 2021 
are as follows: 

2022 2021

Endowments subject to spending policy and appropriation, to
support the following purposes (including net accumulated
earnings of $333,260 and $631,921, respectively):

Advancing a Healthier Wisconsin $ 458,262  558,297  
Research 69,036  78,262  
Professorships 45,762  46,878  
Scholarships 37,323  42,102  
Education 8,449  9,491  
Community engagement 3,544  4,246  
Other 49,994  56,315  

672,370  795,591  
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(21) Commitments and Contingent Liabilities 

Amounts received and expended by MCW under various federal and state programs are subject to audit by 
governmental agencies. In the opinion of management, audit adjustments, if any, will not have a significant 
effect on the consolidated financial position of MCW. 

MCW periodically conducts internal investigations into deviations from approved research protocols 
reported to its Institutional Review Board. The investigations are conducted pursuant to MCW’s Procedures 
for Addressing Scientific Misconduct and the model Procedures for Responding to Allegations of Scientific 
Misconduct issued by the United States Office of Research Integrity. The results of investigations, which 
have identified potential unallowable costs, are reported by MCW to the Food and Drug Administration and 
the Office of Human Research Protection. Management is unable to assess the outcome of any pending 
agency reviews, but it is the opinion of management that these matters will not have a material adverse 
effect on the consolidated financial statements of MCW. 

MCW is a party to various other legal and regulatory actions arising in the ordinary course of its operations. 
While it is not feasible to predict the ultimate outcome of these actions, it is the opinion of management that 
the resolution of these matters will not have a material adverse effect on the consolidated financial 
statements of MCW. 

(22) Coronavirus 2019 

On March 11, 2020, the World Health Organization designated Coronavirus 2019 (COVID-19) as a global 
pandemic. Patient activity and related revenues for most services were significantly impacted as various 
policies were implemented by federal, state and local governments in response to the COVID-19 pandemic 
that caused many people to remain at home and forced the closure of or limitations on certain businesses, 
as well as suspended elective surgical procedures. As restrictions have eased and the moratoriums on 
non-emergent procedures have been lifted, patient activity and related revenues have gradually improved 
throughout fiscal years 2021 and 2022. 

In March 2020, the Coronavirus Aid, Relief and Economic Security Act (CARES Act) was signed into law 
providing temporary and limited relief to hospitals and healthcare providers during the COVID-19 outbreak. 
In relation to the CARES Act for the year ended June 30, 2022, MCW received or accrued $2,057 in 
general distributions, $0 in employee retention credits, $1,457 in reimbursement of unemployment 
contributions, $1,042 in higher education relief funds, and $134 in state and county pass-through funds 
under the CARES Act. For the year ended June 30, 2021, MCW received or accrued $33,077 in general 
distributions, $353 in employee retention credits, $493 in reimbursement of unemployment contributions, 
$672 in higher education relief funds, and $4,187 in state and county pass-through funds under the CARES 
Act. The general distribution funds are not subject to repayment, provided MCW is able to attest to and 
comply with the terms and conditions of the funding, including demonstrating that the distributions received 
have been used for healthcare-related expenses or lost revenue attributable to COVID-19. Such payments 
are accounted for as government grants and are recognized on a systematic and rational basis as other 
income once there is reasonable assurance that the applicable terms and conditions required to retain the 
funds will be met. Based on analysis of the compliance and reporting requirements of the CARES Act and 
the state relief program, and the impact of the pandemic on operating results through June 30, 2022 and 
2021, MCW has recorded $4,690 and $38,782, respectively, as coronavirus relief funds revenue in the 
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consolidated statements of operations and changes in net assets. MCW continues to monitor compliance 
with the terms and conditions of the Provider Relief Fund and the impact of the pandemic on revenues and 
expenses. If MCW is unable to attest to or comply with current or future terms and conditions, the ability to 
retain some or all of the distributions received may be impacted. 

On April 16, 2020, MCW received approximately $9,000 of payments under the Medicare Advanced 
Payment Program (APP) which allows eligible health care facilities to request up to six months of advance 
Medicare payments for acute care hospitals or up to three months of advance Medicare payments for other 
health care providers. Beginning 365 days after receipt of the APP funds (April 2021), the APP balance will 
be applied to 25% of claims for services provided to Medicare beneficiaries. As of June 30, 2022 and 2021, 
the APP balance of $0 and $6,973, respectively, is included in accounts payable on the consolidated 
statements of financial position. 

MCW has also deferred employment tax deposits and payments of $9,423 and $18,830 as of June 30, 
2022 and 2021, respectively, under the IRS deferral of employment tax deposits and payments. The 
program allows MCW to defer deposits of the employer’s share of social security tax due and payments of 
the tax imposed on wages paid during the period from March 27, 2020 to December 31, 2020. Half of the 
deferred employment taxes was paid in fiscal 2022 and the remaining half will be paid in fiscal 2023. The 
tax deposits and payments deferred are included in accrued payroll and related liabilities on the 
consolidated statements of financial position. 
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(23) Financial Responsibility Standards 

MCW participates in federal Title IV student financial assistance programs, which require it to meet 
standards of financial responsibility based on criteria determined by the U.S. Department of Education 
(ED), as set forth in 34 CFR 668.171. The criteria for private institutions include the annual calculation by 
ED of a financial responsibility composite score, as further outlined in 34 CFR 668.172, using audited 
financial statements submitted through ED’s eZ-Audit system. The composite score has been and will 
continue to be based on three ratios: Primary Reserve, Equity, and Net Income. These ratios utilize the 
following financial data of MCW, which are not otherwise presented in the financial statements or other 
notes to the financial statements, as of and for the year ended June 30, 2022: 
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(24) Subsequent Events 

In connection with the preparation of the consolidated financial statements and in accordance with 
FASB ASC Topic 855, Subsequent Events, MCW evaluated subsequent events after the consolidated 
statement of financial position date of June 30, 2022 through November 22, 2022, which was the date the 
consolidated financial statements were available to be issued. 

No significant subsequent events were identified other than those previously disclosed. 
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(7) Settl ement of State of Wisconsin Department of Health Services Cost Reimbursement Awards

MCW�¶s settlement of State of Wisconsin Department of Health Services (DHS) cost reimbursement awards presented in the Schedule for
the year ended June 30, 2022 is summarized as follows:
























