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DAVITA INC.
CONSOLIDATED STATEMENTS OF INCOME

(unaudited)
(dollars in thousands, except per share data)

 
Three months ended

September 30,
Nine months ended 

September 30,

 2019  2018  2019  2018

Dialysis and related lab patient service revenues $ 2,781,169  $ 2,670,701  $ 8,150,386  $ 7,980,178
Provision for uncollectible accounts (3,977)  (11,977)  (19,689)  (35,838)
Net dialysis and related lab patient service revenues 2,777,192  2,658,724  8,130,697  7,944,340
Other revenues 126,886  188,606  359,198  639,387

Total revenues 2,904,078  2,847,330  8,489,895  8,583,727
Operating expenses and charges:        

Patient care costs 1,991,172  2,063,770  5,913,860  6,168,444
General and administrative 298,736  336,299  824,887  866,922
Depreciation and amortization 155,915  146,000  456,685  435,878
Provision for uncollectible accounts —  800  —  (7,300)
Equity investment (income) loss (3,936)  3,824  (11,158)  (6,126)
Investment and other asset impairments —  6,093  —  17,338
Goodwill impairment charges 83,855  —  124,892  3,106
Loss (gain) on changes in ownership interest, net —  1,506  —  (32,451)

Total operating expenses and charges 2,525,742  2,558,292  7,309,166  7,445,811
Operating income 378,336  289,038  1,180,729  1,137,916
Debt expense (88,589)  (125,927)  (351,774)  (359,135)
Debt prepayment, refinancing and redemption charges (21,242)  —  (33,402)  —
Other income, net 5,280  4,007  17,863  10,583
Income from continuing operations before income taxes 273,785  167,118  813,416  789,364
Income tax expense 65,254  52,047  197,938  206,652
Net income from continuing operations 208,531  115,071  615,478  582,712
Net (loss) income from discontinued operations, net of tax (6,843)  (211,739)  102,854  (147,829)
Net income (loss) 201,688  (96,668)  718,332  434,883

Less: Net income attributable to noncontrolling interests (58,418)  (40,128)  (152,222)  (125,717)

Net income (loss) attributable to DaVita Inc. $ 143,270  $ (136,796)  $ 566,110  $ 309,166

Earnings per share attributable to DaVita Inc.:        
Basic net income from continuing operations per share $ 1.00  $ 0.44  $ 2.88  $ 2.69

Basic net income (loss) per share $ 0.95  $ (0.82)  $ 3.51  $ 1.79

Diluted net income from continuing operations per share $ 0.99  $ 0.44  $ 2.87  $ 2.66

Diluted net income (loss) per share $ 0.95  $ (0.82)  $ 3.50  $ 1.77

Weighted average shares for earnings per share:        
Basic 150,675,465  166,770,664  161,147,122  172,403,944

Diluted 151,295,950  167,262,358  161,636,011  174,348,421

Amounts attributable to DaVita Inc.:        
Net income from continuing operations $ 150,113  $ 73,371  $ 464,590  $ 463,989
Net (loss) income from discontinued operations (6,843)  (210,167)  101,520  (154,823)

Net income (loss) attributable to DaVita Inc. $ 143,270  $ (136,796)  $ 566,110  $ 309,166

 

See notes to condensed consolidated financial statements.
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DAVITA INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

(unaudited)
(dollars in thousands)

 

 
Three months ended

September 30,  
Nine months ended 

September 30,

 2019  2018  2019  2018

Net income (loss) $ 201,688  $ (96,668)  $ 718,332  $ 434,883
Other comprehensive income (loss), net of tax:        
Unrealized (losses) gains on interest rate cap agreements:        

Unrealized (losses) gains (1,060)  37  (1,672)  819
Reclassifications of net realized losses into net income (loss) 1,569  1,606  4,782  4,680

Unrealized losses on foreign currency translation:        
Foreign currency translation adjustments (44,502)  (8,827)  (45,790)  (39,475)

Other comprehensive loss (43,993)  (7,184)  (42,680)  (33,976)
Total comprehensive income (loss) 157,695  (103,852)  675,652  400,907

Less: Comprehensive income attributable to noncontrolling interests (58,418)  (40,128)  (152,222)  (125,717)
Comprehensive income (loss) attributable to DaVita Inc. $ 99,277  $ (143,980)  $ 523,430  $ 275,190

 See notes to condensed consolidated financial statements.
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DAVITA INC.
CONSOLIDATED BALANCE SHEETS

(unaudited)
(dollars in thousands, except per share data)

 September 30, 2019 December 31, 2018

ASSETS    
Cash and cash equivalents $ 1,253,256  $ 323,038
Restricted cash and equivalents 103,885  92,382
Short-term investments 100,713  2,935
Accounts receivable, net 1,901,225  1,858,608
Inventories 98,641  107,381
Other receivables 474,145  469,796
Income tax receivable 16,236  68,614
Prepaid and other current assets 50,617  111,840
Current assets held for sale, net —  5,389,565

Total current assets 3,998,718  8,424,159
Property and equipment, net of accumulated depreciation of $3,792,683 and $3,524,098, respectively 3,419,238  3,393,669
Operating lease right-of-use assets 2,781,288  —
Intangible assets, net of accumulated amortization of $78,437 and $80,566, respectively 117,666  118,846
Equity method and other investments 219,386  224,611
Long-term investments 35,041  35,424
Other long-term assets 114,834  71,583
Goodwill 6,765,659  6,841,960

 $ 17,451,830  $ 19,110,252

LIABILITIES AND EQUITY    
Accounts payable $ 332,136  $ 463,270
Other liabilities 716,023  595,850
Accrued compensation and benefits 662,826  658,913
Current portion of operating lease liabilities 374,214  —
Current portion of long-term debt 121,441  1,929,369
Current liabilities held for sale —  1,243,759

Total current liabilities 2,206,640  4,891,161
Long-term operating lease liabilities 2,682,125  —
Long-term debt 8,014,475  8,172,847
Other long-term liabilities 135,087  450,669
Deferred income taxes 604,921  562,536

Total liabilities 13,643,248  14,077,213
Commitments and contingencies    

Noncontrolling interests subject to put provisions 1,296,059  1,124,641
Equity:    

Preferred stock ($0.001 par value, 5,000,000 shares authorized; none issued) —  —
Common stock ($0.001 par value, 450,000,000 shares authorized; 166,540,590 and
166,387,307 shares issued and 133,888,864 and 166,387,307 shares outstanding, respectively) 167  166
Additional paid-in capital 906,990  995,006
Retained earnings 3,349,180  2,743,194
Treasury stock (32,651,726 and zero shares, respectively) (1,860,157)  —
Accumulated other comprehensive loss (77,604)  (34,924)

Total DaVita Inc. shareholders' equity 2,318,576  3,703,442

Noncontrolling interests not subject to put provisions 193,947  204,956

Total equity 2,512,523  3,908,398

 $ 17,451,830  $ 19,110,252

See notes to condensed consolidated financial statements.
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DAVITA INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(unaudited)
(dollars in thousands)

 Nine months ended September 30,

 2019  2018

Cash flows from operating activities:    
Net income $ 718,332  $ 434,883
Adjustments to reconcile net income to net cash provided by operating activities:    

Depreciation and amortization 456,685  435,878
Impairment charges 124,892  20,444
Debt prepayment, refinancing and redemption charges 33,402  —

Stock-based compensation expense 47,811  59,605
Deferred income taxes 72,590  200,056
Equity investment loss, net 5,131  8,611
Gain (loss) on sales of business interests, net 23,022  (57,547)
Other non-cash charges, net 24,291  164,856

Changes in operating assets and liabilities, net of effect of acquisitions and divestitures:    
Accounts receivable (182,684)  (74,622)
Inventories 9,519  88,355
Other receivables and other current assets 51,319  (757)
Other long-term assets 2,324  2,142
Accounts payable (106,662)  (12,800)
Accrued compensation and benefits (57,930)  40,225
Other current liabilities 140,046  45,624
Income taxes 57,279  21,749
Other long-term liabilities (27,542)  5,546

Net cash provided by operating activities 1,391,825  1,382,248

Cash flows from investing activities:    
Additions of property and equipment (547,183)  (705,659)
Acquisitions (77,348)  (113,526)
Proceeds from asset and business sales 3,863,619  135,268
Purchase of other debt and equity investments (5,160)  (5,791)
Purchase of investments held-to-maturity (98,322)  (3,728)
Proceeds from sale of other debt and equity investments 5,893  8,783
Proceeds from investments held-to-maturity —  32,628
Purchase of equity investments (8,770)  (12,874)
Distributions received on equity investments 1,296  3,580

Net cash provided by (used in) investing activities 3,134,025  (661,319)

Cash flows from financing activities:    
Borrowings 38,519,991  41,674,279
Payments on long-term debt and other financing costs (40,570,003)  (40,828,443)
Purchase of treasury stock (1,837,022)  (1,161,511)
Distributions to noncontrolling interests (157,170)  (139,673)
Stock award exercises and other share issuances, net 7,333  8,803
Contributions from noncontrolling interests 44,095  43,179
Proceeds from sales of additional noncontrolling interest —  15
Purchases of noncontrolling interests (10,988)  (19,988)

Net cash used in financing activities (4,003,764)  (423,339)
Effect of exchange rate changes on cash, cash equivalents and restricted cash (4,178)  (5,790)
Net increase in cash, cash equivalents and restricted cash 517,908  291,800
Less: Net (decrease) increase in cash, cash equivalents and restricted cash from discontinued operations (423,813)  270,565
Net increase in cash, cash equivalents and restricted cash from continuing operations 941,721  21,235
Cash, cash equivalents and restricted cash of continuing operations at beginning of the year 415,420  518,920

Cash, cash equivalents and restricted cash of continuing operations at end of the period $ 1,357,141  $ 540,155

See notes to condensed consolidated financial statements.
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DAVITA INC.
CONSOLIDATED STATEMENTS OF EQUITY

(unaudited)
(dollars and shares in thousands)

 Three months ended September 30, 2019

 

Non-
controlling

interests
subject to

put provisions

 
DaVita Inc. Shareholders’ Equity

 

Non-
controlling
interests not

subject to
put provisions

   

  Common stock  
Additional

paid-in
capital

 
Retained
earnings

 Treasury stock  Accumulated
other

comprehensive
loss

   

  Shares  Amount    Shares  Amount   Total  
Balance at June 30, 2019 $ 1,185,733  166,533  $ 167  $ 989,021  $ 3,205,910  (2,060)  $ (112,189)  $ (33,611)  $ 4,049,298  $ 193,771

Comprehensive income:          
Net income 38,778     143,270     143,270  19,640

Other comprehensive loss        (43,993)  (43,993)  
Stock unit shares issued  8        —  
Stock-settled stock-based
compensation expense    18,724      18,724  
Changes in noncontrolling interest
from:          

Distributions (37,868)          (23,588)

Contributions 8,946          3,868

Acquisitions and divestitures (91)          10

Partial purchases 8    (202)      (202)  246

Fair value remeasurements 100,553    (100,553)      (100,553)  
Purchase of treasury stock      (30,592)  (1,747,968)   (1,747,968)  
Balance at September 30, 2019 $ 1,296,059  166,541  $ 167  $ 906,990  $ 3,349,180  (32,652)  $ (1,860,157)  $ (77,604)  $ 2,318,576  $ 193,947

 Nine months ended September 30, 2019

 

Non-
controlling

interests
subject to

put provisions

 
DaVita Inc. Shareholders’ Equity

 

Non-
controlling
interests not

subject to
put provisions

   

  Common stock  
Additional

paid-in
capital

 
Retained
earnings

 Treasury stock  Accumulated
other

comprehensive
loss

   

  Shares  Amount    Shares  Amount   Total  
Balance at January 1, 2019 $ 1,124,641  166,387  $ 166  $ 995,006  $ 2,743,194  —  $ —  $ (34,924)  $ 3,703,442  $ 204,956

Cumulative effect of change
in accounting principle (38)     39,876     39,876  (6)

Comprehensive income:                    
Net income 102,078     566,110     566,110  50,144

Other comprehensive loss        (42,680)  (42,680)  
Stock unit shares issued  154  1  (3,246)      (3,245)  
Stock-settled stock-based
compensation expense    47,723      47,723  
Changes in noncontrolling interest
from:                    

Distributions (98,103)          (59,067)

Contributions 24,714          19,381

Acquisitions and divestitures 1,782          (1,981)

Partial purchases (2,240)    10,732      10,732  (19,480)

Fair value remeasurements 143,225    (143,225)      (143,225)  
Purchase of treasury stock      (32,652)  (1,860,157)   (1,860,157)  
Balance at September 30, 2019 $ 1,296,059  166,541  $ 167  $ 906,990  $ 3,349,180  (32,652)  $ (1,860,157)  $ (77,604)  $ 2,318,576  $ 193,947

See notes to condensed consolidated financial statements.
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DAVITA INC.
CONSOLIDATED STATEMENTS OF EQUITY - continued

(unaudited)
(dollars and shares in thousands)

 Three months ended September 30, 2018

 

Non-
controlling

interests
subject to

put provisions

 
DaVita Inc. Shareholders’ Equity

 

Non-
controlling
interests not

subject to
put provisions

   

  Common stock  
Additional

paid-in
capital

 
Retained
earnings

 Treasury stock  Accumulated
other

comprehensive
loss

   

  Shares  Amount    Shares  Amount   Total  
Balance at June 30, 2018 $ 1,047,158  182,815  $ 183  $ 1,022,783  $ 4,088,043  (11,995)  $ (809,900)  $ (21,925)  $ 4,279,184  $ 205,323

Comprehensive income:                    
Net income 25,525     (136,796)     (136,796)  14,603

Other comprehensive loss        (7,184)  (7,184)  
Stock unit shares issued  8         
Stock-settled SAR shares issued  5   (1)      (1)  
Stock-settled stock-based
compensation expense    39,707      39,707  
Changes in noncontrolling interest
from:                    

Distributions (27,375)          (18,292)

Contributions 7,191          4,419

Acquisitions and divestitures 10,597          (9)

Partial purchases (49)    (5,285)      (5,285)  (1,431)

Fair value remeasurements 1,365    (1,365)      (1,365)  
Purchase of treasury stock      (4,849)  (343,611)   (343,611)  
Balance at September 30, 2018 $ 1,064,412  182,828  $ 183  $ 1,055,839  $ 3,951,247  (16,844)  $ (1,153,511)  $ (29,109)  $ 3,824,649  $ 204,613

 Nine months ended September 30, 2018

 

Non-
controlling

interests
subject to

put provisions

 
DaVita Inc. Shareholders’ Equity

 

Non-
controlling
interests not

subject to
put provisions

   

  Common stock  
Additional

paid-in
capital

 
Retained
earnings

 Treasury stock  Accumulated
other

comprehensive
income (loss)

   

  Shares  Amount    Shares  Amount   Total  
Balance at January 1, 2018 $ 1,011,360  182,462  $ 182  $ 1,042,899  $ 3,633,713  —  $ —  $ 13,235  $ 4,690,029  $ 196,037

Cumulative effect of change in
accounting principle     8,368    (8,368)  —  
Comprehensive income:                    

Net income 77,803     309,166     309,166  47,914

Other comprehensive loss        (33,976)  (33,976)  
Stock unit shares issued  154   (448)      (448)  
Stock-settled SAR shares issued  212  1  (4,887)      (4,886)  
Stock-settled stock-based
compensation expense    59,539      59,539  
Changes in noncontrolling interest
from:                    

Distributions (85,372)          (54,301)

Contributions 26,367          16,812

Acquisitions and divestitures 11,262    79      79  (212)

Partial purchases (869)    (17,482)      (17,482)  (1,637)

Fair value remeasurements 23,861    (23,861)      (23,861)  

Purchase of treasury stock      (16,844)  (1,153,511)   (1,153,511)  
Balance at September 30, 2018 $ 1,064,412  182,828  $ 183  $ 1,055,839  $ 3,951,247  (16,844)  $ (1,153,511)  $ (29,109)  $ 3,824,649  $ 204,613

See notes to condensed consolidated financial statements
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DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS

(unaudited)
(dollars and shares in thousands, except per share data)

Unless otherwise indicated in this Quarterly Report on Form 10-Q "the Company", "we", "us", "our" and similar terms refer to DaVita Inc. and its
consolidated subsidiaries.

1. Condensed consolidated interim financial
statements

The condensed consolidated interim financial statements included in this report are prepared by the Company without audit. In the opinion of management,
all adjustments necessary for a fair presentation of the results of operations are reflected in these condensed consolidated interim financial statements. All
significant intercompany accounts and transactions have been eliminated. The preparation of these financial statements requires management to make estimates
and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses. The most significant estimates and assumptions underlying these
financial statements and accompanying notes generally involve revenue recognition and accounts receivable, leases, impairments of goodwill and investments,
accounting for income taxes, consolidation of variable interest entities and certain fair value estimates. The results of operations for the nine months ended
September 30, 2019 are not necessarily indicative of the operating results for the full year. These condensed consolidated interim financial statements should be
read in conjunction with the audited consolidated financial statements and notes thereto included in the Company’s Annual Report on Form 10-K for the year
ended December 31, 2018 (10-K). Prior year balances and amounts have been reclassified to conform to the current year presentation. The Company has evaluated
subsequent events through the date these condensed consolidated interim financial statements were issued and has included all necessary adjustments and
disclosures. 

2. Revenue recognition

There are significant uncertainties associated with estimating revenue, which generally take several years to resolve. These estimates are subject to ongoing
insurance coverage changes, geographic coverage differences, differing interpretations of contract coverage and other payor issues, as well as patient issues
including, without limitation, determination of applicable primary and secondary coverage, changes in patient coverage and coordination of benefits. As these
estimates are refined over time, both positive and negative adjustments to revenue are recognized in the current period. As a result of changes in these estimates, a
reduction in revenue of $4,138 was recognized during the three months ended September 30, 2019 and additional revenue of $35,658 was recognized during the
nine months ended September 30, 2019, associated with performance obligations satisfied prior to January 1, 2019. Additional revenue of $1,246 and $77,473 was
recognized during the three and nine months ended September 30, 2018, respectively, associated with performance obligations satisfied prior to January 1, 2018,
which included a benefit of $36,000 for the nine months ended September 30, 2018 from electing to apply Topic 606, Revenue from Contracts with Customers
only to contracts not substantially completed as of January 1, 2018.

The following table summarizes the Company's segment revenues by primary payor source:

 For the three months ended

 September 30, 2019  September 30, 2018

 
U.S. dialysis and

related lab
services  

Other - Ancillary
services and

strategic initiatives  Consolidated  
U.S. dialysis and

related lab
services  

Other - Ancillary
services and

strategic initiatives  Consolidated

Patient service revenues:            
Medicare and Medicare Advantage $ 1,558,890  $  $ 1,558,890  $ 1,513,191  $  $ 1,513,191
Medicaid and Managed Medicaid 176,292   176,292  159,165   159,165
Other government 116,984  90,947  207,931  113,043  80,915  193,958
Commercial 828,953  37,276  866,229  786,470  31,364  817,834

Other revenues:            
Medicare and Medicare Advantage  65,759  65,759   130,746  130,746
Medicaid and Managed Medicaid  227  227   12,042  12,042
Commercial  33,503  33,503   20,205  20,205
Other(1) 10,308  20,784  31,092  4,932  29,042  33,974

Eliminations of intersegment revenues (32,362)  (3,483)  (35,845)  (25,424)  (8,361)  (33,785)

Total $ 2,659,065  $ 245,013  $ 2,904,078  $ 2,551,377  $ 295,953  $ 2,847,330

 
(1) Other consists of management fees and revenue from the Company's ancillary services and strategic initiatives.

7



DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

 For the nine months ended

 September 30, 2019  September 30, 2018

 
U.S. dialysis and

related lab
services  

Other - Ancillary
services and

strategic initiatives  Consolidated  
U.S. dialysis and

related lab
services  

Other - Ancillary
services and

strategic initiatives  Consolidated

Patient service revenues:            
Medicare and Medicare Advantage $ 4,572,599  $  $ 4,572,599  $ 4,524,449  $  $ 4,524,449
Medicaid and Managed Medicaid 490,723   490,723  466,948   466,948
Other government 333,675  264,191  597,866  330,500  250,048  580,548
Commercial 2,458,360  103,760  2,562,120  2,366,182  70,156  2,436,338

Other revenues:            
Medicare and Medicare Advantage  191,472  191,472   427,532  427,532
Medicaid and Managed Medicaid  327  327   43,991  43,991
Commercial  98,428  98,428   77,633  77,633
Other(1) 20,715  59,204  79,919  14,965  103,014  117,979

Eliminations of intersegment revenues (93,337)  (10,222)  (103,559)  (63,943)  (27,748)  (91,691)

Total $ 7,782,735  $ 707,160  $ 8,489,895  $ 7,639,101  $ 944,626  $ 8,583,727

 
(1) Other consists of management fees and revenue from the Company's ancillary services and strategic initiatives.

Dialysis and related lab patient service revenues. Dialysis and related lab services patient service revenues are recognized in the period services are
provided. Revenues consist primarily of payments from Medicare, Medicaid and commercial health plans for dialysis and related lab services provided to patients.
A usual and customary fee schedule is maintained for the Company’s dialysis treatments and related lab services; however, actual collectible revenue is normally
recognized at a discount from the fee schedule.

Other revenues. Other revenues consist of the revenues associated with the ancillary services and strategic initiatives, management and administrative
support services that are provided to outpatient dialysis centers that the Company does not own or in which the Company owns a noncontrolling interest, and
administrative and management support services to certain other non-dialysis joint ventures in which the Company owns a noncontrolling interest.

The Company’s allowance for doubtful accounts related to performance obligations satisfied in years prior to January 1, 2018 was $15,090 and $52,924 as
of September 30, 2019 and December 31, 2018, respectively.

3. Earnings per
share

Basic earnings per share is calculated by dividing net income attributable to the Company, adjusted for any change in noncontrolling interest redemption
rights in excess of fair value, by the weighted average number of common shares outstanding, net of the weighted average shares held in escrow that under certain
circumstances may have been returned to the Company. Weighted average common shares outstanding include vested restricted stock unit awards for which
recipients have satisfied either the explicit vesting terms or retirement eligibility requirements.

Diluted earnings per share includes the dilutive effect of outstanding stock-settled stock appreciation rights and unvested stock units (under the treasury
stock method) as well as the weighted average shares held in escrow that were outstanding during the period.
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DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

The reconciliations of the numerators and denominators used to calculate basic and diluted earnings per share were as follows:

 
Three months ended

September 30,  
Nine months ended 

September 30,

 2019  2018  2019  2018

Numerators:        
Net income from continuing operations attributable to DaVita Inc. $ 150,113  $ 73,371  $ 464,590  $ 463,989
Change in noncontrolling interest redemption rights in excess of fair value —  98  —  —
Net income from continuing operations for earnings per share calculation 150,113  73,469  464,590  463,989
Net (loss) income from discontinued operations attributable to DaVita Inc. (6,843)  (210,167)  101,520  (154,823)
Net income (loss) attributable to DaVita Inc. for earnings per share calculation $ 143,270  $ (136,698)  $ 566,110  $ 309,166

        

Basic:        
Weighted average shares outstanding during the period 150,675  166,819  161,147  173,875
Weighted average contingently returnable shares held in escrow for the
DaVita HealthCare Partners merger —  (48)  —  (1,471)
Weighted average shares for basic earnings per share calculation 150,675  166,771  161,147  172,404

        

Basic net income (loss) attributable to DaVita Inc. from:        
Continuing operations per share $ 1.00  $ 0.44  $ 2.88  $ 2.69
Discontinued operations per share (0.05)  (1.26)  0.63  (0.90)
Basic net income (loss) per share attributable to DaVita Inc. $ 0.95  $ (0.82)  $ 3.51  $ 1.79

        

Diluted:        
Weighted average shares outstanding during the period 150,675  166,819  161,147  173,875
Assumed incremental shares from stock plans 621  443  489  473
Weighted average shares for diluted earnings per share calculation 151,296  167,262  161,636  174,348

        

Diluted net income (loss) attributable to DaVita Inc. from:        
Continuing operations per share $ 0.99  $ 0.44  $ 2.87  $ 2.66
Discontinued operations per share (0.04)  (1.26)  0.63  (0.89)
Diluted net income (loss) per share attributable to DaVita Inc. $ 0.95  $ (0.82)  $ 3.50  $ 1.77

        

Anti-dilutive stock-settled awards excluded from calculation(1) 7,293  5,281  6,414  4,987

 
(1) Shares associated with stock-settled stock appreciation rights and performance stock units were excluded from the diluted denominator calculation because they are anti-

dilutive under the treasury stock method.

4. Restricted cash and equivalents

The Company had restricted cash and cash equivalents of $103,885 and $92,382 at September 30, 2019 and December 31, 2018, respectively. There has
been no material change in the nature of the Company's restricted cash and cash equivalents from that described in Note 4 to the Company's consolidated financial
statements included in the 10-K.

9



DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

5. Short-term and long-term investments

The Company’s short-term and long-term debt and equity investments consist of the following:

 September 30, 2019  December 31, 2018

 
Debt

securities  
Equity

securities  Total  
Debt

securities  
Equity

securities  Total

Certificates of deposit and other time deposits $ 98,113  $ —  $ 98,113  $ 2,235  $ —  $ 2,235
Investments in mutual funds and common stock —  37,641  37,641  —  36,124  36,124
 $ 98,113  $ 37,641  $ 135,754  $ 2,235  $ 36,124  $ 38,359
Short-term investments $ 98,113  $ 2,600  $ 100,713  $ 2,235  $ 700  $ 2,935
Long-term investments —  35,041  35,041  —  35,424  35,424
 $ 98,113  $ 37,641  $ 135,754  $ 2,235  $ 36,124  $ 38,359

Debt securities: The Company's short-term debt investments are principally bank certificates of deposit with contractual maturities longer than three months
but shorter than one year. These debt securities are accounted for as held to maturity and recorded at amortized cost, which approximates their fair values at
September 30, 2019 and December 31, 2018.

Equity securities: The Company's equity investments in mutual funds and common stock are held within a trust to fund existing obligations associated with
several of the Company’s non-qualified deferred compensation plans. During the nine months ended September 30, 2019, the Company recognized pre-tax net
gains in the income statement of $2,776 associated with changes in the fair value of these equity securities, comprised of pre-tax realized gains of $586 and a net
increase in unrealized gains of $2,190. During the nine months ended September 30, 2018, the Company recognized pre-tax realized gains in the income statement
of $1,597 associated with changes in the fair value of these equity securities, comprised of pre-tax realized gains of $4,101 and a net decrease in unrealized gains of
$2,504.

6. Equity method and other investments

Equity investments in nonconsolidated businesses over which the Company maintains significant influence, but which do not have readily determinable fair
values, are carried on the equity method.

The Company maintains equity method and minor adjusted cost method investments in the private securities of certain other healthcare and healthcare-
related businesses. The Company classifies these investments as "Equity method and other investments" on its consolidated balance sheet.

The Company's equity method and other investments were comprised of the following:

 September 30, 2019  December 31, 2018

APAC joint venture $ 118,528  $ 129,173
Other equity method partnerships 90,410  83,052
Adjusted cost method investments 10,448  12,386
 $ 219,386  $ 224,611

During the nine months ended September 30, 2019 and 2018, the Company recognized equity investment income of $11,158 and $6,126, respectively, from
equity method investments in nonconsolidated businesses. 

The Company's largest equity method investment is its ownership interest in DaVita Care Pte. Ltd. (the APAC joint venture, or APAC JV). In the third
quarter of 2019, the investors in the APAC JV jointly agreed to a deferral of the capital contributions that were scheduled for August 1, 2019 to December 1, 2019.
The Company continues to expect the economic interests of the noncontrolling investors in the APAC JV to adjust to match their voting interests by December 1,
2019 or shortly thereafter.

The Company's other equity method investments include legal entities for which the Company maintains significant influence but in which it does not have
a controlling financial interest. Almost all of these are U.S. partnerships in the form of limited liability companies. The Company's ownership interests in these
partnerships vary, but typically range from 30% to
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DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

50%. During the nine months ended September 30, 2019, the Company recognized a $1,938 downward valuation adjustment on one of its adjusted cost method
investments. During the nine months ended September 30, 2018, there were no meaningful impairments or other valuation adjustments recognized on these
investments.

7. Goodwill

Changes in goodwill by reportable segment were as follows:

 
U.S. dialysis and

related lab services  
Other-ancillary services and

strategic initiatives  Consolidated total

Balance at December 31, 2017 $ 6,144,761  $ 465,518  $ 6,610,279
Acquisitions 130,574  147,774  278,348
Divestitures (331)  (15,166)  (15,497)
Impairment charges —  (3,106)  (3,106)
Foreign currency and other adjustments —  (28,064)  (28,064)

Balance at December 31, 2018 $ 6,275,004  $ 566,956  $ 6,841,960
Acquisitions 18,089  59,149  77,238
Impairment charges —  (124,892)  (124,892)
Foreign currency and other adjustments —  (28,647)  (28,647)

Balance at September 30, 2019 $ 6,293,093  $ 472,566  $ 6,765,659

      
Balance at September 30, 2019      

Goodwill $ 6,293,093  $ 622,307  $ 6,915,400
Accumulated impairment charges —  (149,741)  (149,741)

 $ 6,293,093  $ 472,566  $ 6,765,659

The Company elected to early adopt ASU No. 2017-04, Intangibles-Goodwill and Other (Topic 350): Simplifying the Test for Goodwill Impairment
effective January 1, 2017. The amendments in this ASU simplify the test for goodwill impairment by eliminating the second step in the assessment. All goodwill
impairment tests performed since adoption were performed under this new guidance.

During the three months ended March 31, 2019, the Company recognized a $41,037 goodwill impairment charge in its Germany kidney care business. This
charge resulted primarily from a change in relevant discount rates, as well as a decline in current and expected future patient census and an increase in first quarter
and expected future costs, principally due to wage increases expected to result from recently announced legislation.

During the three months ended September 30, 2019, the Company completed additional goodwill impairment assessments of reporting units previously
disclosed as at-risk of significant goodwill impairment, including its Germany kidney care business. As a result of these assessments, the Company recognized a
further goodwill impairment charge of $78,439 in its Germany kidney care business and a $5,416 goodwill impairment charge in its German other health
operations. The incremental charge recognized in the Germany kidney care business resulted from changes and developments in the Company's outlook for this
business since its last assessment. These primarily concern developments in the business in response to evolving market conditions and changes in the Company's
expected timing and ability to mitigate them, which was based on results of in-depth operating and strategic reviews completed by the Company’s new Germany
management team during the third quarter.

The impairment charges recognized in the third quarter of 2019 at the Company’s Germany kidney care business and its German other health operations
include increases of $16,756 and $1,013, respectively, to the goodwill impairment charges, and reductions to deferred tax expense, related to deferred tax assets
that the impairments themselves generated. The result is an $83,855 goodwill impairment charge to operating income and a $17,769 credit to tax expense, for a net
$66,086 impact on net income. As of September 30, 2019, the Company's Germany kidney care business and its German other health operations remain at risk of
further goodwill impairment.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

During the nine months ended September 30, 2019, the Company recognized total goodwill impairment charges of $124,892 consisting of the charges
described above.

Further changes in expected patient census, increases in operating costs, reductions in reimbursement rates, changes in actual or expected growth rates, or
other significant adverse changes in expected future cash flows or valuation assumptions could result in goodwill impairment charges in the future for the following
reporting units:

Reporting unit  
Goodwill balance as of

September 30, 2019  
Carrying amount

coverage(1)  
Sensitivities

Operating income(2)  Discount rate (3)

Germany Kidney Care  $ 287,256  —%  (1.3)%  (11.0)%
Brazil Kidney Care  $ 72,461  4.4%  (2.8)%  (7.0)%

  
(1) Excess of estimated fair value of the reporting unit over its carrying amount as of the latest assessment date.
(2) Potential impact on estimated fair value of a sustained, long-term reduction of 3% in operating income as of the latest assessment date.
(3) Potential impact on estimated fair value of an increase in discount rates of 100 basis points as of the latest assessment date.

The Company did not recognize any goodwill impairment charges during the three months ended September 30, 2018 and recognized a goodwill
impairment charge of $3,106 at its German other health operations during the nine months ended September 30, 2018.

Except as described above, in Note 11 to the Company's consolidated financial statements included in the 10-K and in Note 7 to the Company’s condensed
consolidated financial statements included in subsequent 10-Q filings, none of the Company's various other reporting units were considered at risk of significant
goodwill impairment as of September 30, 2019. Since the dates of the Company's last annual goodwill impairment assessments there have been certain
developments, events, changes in operating performance and other changes in key circumstances that have affected the Company's businesses. However, these
changes did not cause management to believe it is more likely than not that the fair values of any of the Company's reporting units would be less than their
respective carrying amounts as of September 30, 2019.

8. Income taxes

As of September 30, 2019, the Company’s total liability for unrecognized tax benefits relating to tax positions that do not meet the more-likely-than-not
threshold was $52,769, of which $49,926 would impact the Company's effective tax rate if recognized. The total balance increased $12,387 from the December 31,
2018 balance of $40,382.

The Company recognizes accrued interest and penalties related to unrecognized tax benefits in its income tax expense. At September 30, 2019 and
December 31, 2018, the Company had approximately $11,292 and $9,019, respectively, accrued for interest and penalties related to unrecognized tax benefits, net
of federal tax benefits. 
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(unaudited)
(dollars and shares in thousands, except per share data)

9. Long-term debt

Long-term debt was comprised of the following: 

       As of September 30, 2019

 September 30, 2019  December 31, 2018  Maturity date  Interest rate  
Estimated fair

value(4)

Senior Secured Credit Facilities(1):          
New Term Loan A $ 1,750,000  $  8/12/2024  LIBOR + 1.50%  $ 1,750,000
New Term Loan B 2,750,000   8/12/2026  LIBOR + 2.25%  $ 2,770,625
Prior Term Loan A(2)  675,000  12/24/2019  (3)  $ —
Prior Term Loan A-2(2)  995,000  12/24/2019  (3)  $ —
Prior Term Loan B  3,342,500  6/24/2021  (3)  $ —
Prior revolving line of credit(2)  175,000  12/24/2019  (3)  $ —

Senior Notes:          
5 1/8% Senior Notes 1,750,000  1,750,000  7/15/2024  5.125%  $ 1,776,250
5% Senior Notes 1,500,000  1,500,000  5/1/2025  5.00%  $ 1,492,200
5 3/4% Senior Notes —  1,250,000  8/15/2022   $ —

Acquisition obligations and other notes payable(5) 181,757  183,979  2019-2027  5.50%  $ 181,757
Financing lease obligations(6) 280,138  282,737  2020-2037  5.36%  $ 280,138
Total debt principal outstanding 8,211,895  10,154,216       
Discount and deferred financing costs(7) (75,979)  (52,000)       
 8,135,916  10,102,216       
Less current portion (121,441)  (1,929,369)       
 $ 8,014,475  $ 8,172,847       

 
(1) As of September 30, 2019, the Company has an undrawn new revolving line of credit under its new senior secured credit facilities of $1,000,000. The new revolving line of credit interest

rate in effect at September 30, 2019 was 1.50% plus London Interbank Offered Rate (LIBOR) and it matures on August 12, 2024.
(2) On May 6, 2019, the Company entered into an agreement to extend the maturity dates of its then existing Term Loan A, Term Loan A-2 and revolving line of credit under its prior senior

secured credit facilities by six months, to December 24, 2019.
(3) At June 30, 2019, the interest rate on the Company's then existing term loan debt was LIBOR plus interest rate margins in effect of 2.00% for the prior Term Loan A and prior revolving

line of credit, 1.00% for the prior Term Loan A-2 and 2.75% for the prior Term Loan B.
(4) Fair value estimates are based upon bid and ask quotes for these instruments, typically a level 2 input. The balances of acquisition obligations and other notes payable, and financing lease

obligations are presented in the condensed consolidated financial statements as of September 30, 2019 at their approximate fair values due to the short-term nature of their settlements.
(5) The interest rate presented for acquisition obligations and other notes payable is their weighted average interest rate based on the current interest rate in effect and assuming no changes to

the LIBOR based interest rates.
(6) The interest rate presented for financing lease obligations is their weighted average discount rate.
(7) As of September 30, 2019, the carrying amount of the Company’s current senior secured credit facilities includes a discount of $6,708 and deferred financing costs of $47,255, and the

carrying amount of the Company’s senior notes includes deferred financing costs of $22,016. As of December 31, 2018, the carrying amount of the Company’s then existing senior
secured credit facilities included a discount of $6,104 and deferred financing costs of $12,580, and the carrying amount of the Company’s senior notes included deferred financing costs
of $33,316.
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Scheduled maturities of long-term debt at September 30, 2019 were as follows:

2019 (remainder of the year) 29,841
2020 129,082
2021 153,120
2022 168,824
2023 224,455
2024 3,171,804
Thereafter 4,334,769

The Company closed the DaVita Medical Group (DMG) sale on June 19, 2019 and, as required by the terms of its prior senior secured credit agreement,
used all of the net proceeds from the sale of DMG to prepay term debt outstanding under that credit agreement. During the nine months ended September 30, 2019,
the Company made mandatory principal prepayments of $647,424 on the prior Term Loan A, $995,000 on the prior Term Loan A-2 and $2,823,447 on the prior
Term Loan B.

On August 12, 2019, the Company entered into a new $5,500,000 senior secured credit agreement (the New Credit Agreement) consisting of a secured term
loan A facility in the aggregate principal amount of $1,750,000 with a delayed draw feature, a secured term loan B facility in the aggregate principal amount of
$2,750,000 and a secured revolving line of credit in the aggregate principal amount of $1,000,000 (the foregoing referred as the new Term Loan A, new Term
Loan B and new revolving line of credit, respectively). In addition, the Company can increase the existing revolving commitments and enter into one or more
incremental term loan facilities in an amount not to exceed the sum of $1,500,000 (less the amount of other permitted indebtedness incurred or issued in reliance on
such amount), plus an amount of indebtedness such that the senior secured leverage ratio is not in excess of 3.50:1.00 after giving effect to such borrowings.

The new Term Loan A and new revolving line of credit initially bear interest at LIBOR plus an interest rate margin of 1.50%, which is subject to adjustment
depending upon the Company's leverage ratio under the New Credit Agreement and can range from 1.00% to 2.00%. The new Term Loan A requires amortizing
quarterly principal payments beginning on December 31, 2019 in annual amounts of $10,938 in 2019, $54,688 in 2020, $87,500 in 2021, $98,437 in 2022, and
$142,187 in 2023, with the balance of $1,356,250 due in 2024. The new Term Loan B bears interest at LIBOR plus an interest rate margin of 2.25%. The new
Term Loan B requires amortizing quarterly principal payments beginning on December 31, 2019 in annual amounts of $6,875 in 2019, and $27,500 for each year
from 2020 through 2025, with the balance of $2,578,125 due in 2026.

The Company's term loans and revolving line of credit under its New Credit Agreement are guaranteed by certain of the Company’s direct and indirect
wholly-owned domestic subsidiaries, which hold most of the Company’s domestic assets, and are secured by substantially all of the assets of DaVita Inc. and these
guarantors. Contemporaneously with the Company entering into the New Credit Agreement and pursuant to the indentures governing the Company’s senior notes,
certain subsidiaries of the Company were released from their guarantees of the Company's senior notes such that, after that release, the remaining subsidiary
guarantors of the senior notes were the same subsidiaries guaranteeing the New Credit Agreement. The New Credit Agreement contains certain customary
affirmative and negative covenants such as various restrictions or limitations on permitted amounts of investments, acquisitions, share repurchases, the payment of
dividends, and redemptions and incurrence of other indebtedness. Many of these restrictions and limitations will not apply as long as the Company’s leverage ratio
calculated in accordance with the New Credit Agreement is below 4.00:1.00. In addition, the New Credit Agreement places limitations on the amount of gross
revenue from individual immaterial subsidiaries and also requires compliance with a maximum leverage ratio covenant of 5.00:1.00 through 2022 and 4.50:1.00
thereafter.

In the third quarter of 2019, the Company used a portion of the proceeds from the new Term Loan A and new Term Loan B to pay off the remaining
principal balances outstanding and accrued interest and fees on its prior Term Loan B and prior revolving line of credit in the amount of $1,153,274; to redeem all
of its outstanding 5.75% Senior Notes due in 2022 for an aggregate cash payment consisting of principal; redemption premium and accrued but unpaid interest to
the redemption date of $1,267,565; and to repurchase 21,802 shares of common stock under the modified “Dutch auction” tender offer (the Tender Offer) for a
total cost of $1,233,886, including fees and expenses, as described in Note 14 to these condensed consolidated financial statements. The remaining debt borrowings
added cash to the balance sheet for potential acquisitions, share repurchases and other general corporate purposes.

In addition to the prepayments described above, during the first nine months of 2019 the Company made regularly
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scheduled principal payments under its then existing senior secured credit facilities of $27,576 on its prior Term Loan A and $17,500 on its prior Term Loan B.
The Company did not have any regularly scheduled principal payments under its new senior secured credit facilities during the first nine months of 2019.

As a result of the transactions described above, the Company recognized debt prepayment, refinancing and redemption charges of $21,242 and $33,402 in
the three and nine month periods ended September 30, 2019, respectively, as a result of the repayment of all principal balances outstanding on the Company's prior
senior secured credit facilities and the redemption of its 5.75% Senior Notes. The $21,242 of such charges recognized in the third quarter of 2019 represented debt
discount and deferred financing cost write-offs associated with the portion of the Company's prior senior secured debt that was paid in full in the third quarter of
2019, as well as redemption charges on its 5.75% Senior Notes redeemed in the third quarter of 2019. The $12,160 of such charges recognized in the second
quarter of 2019 represented accelerated amortization of debt discount and deferred financing costs associated with the portion of the Company's prior senior
secured debt that was mandatorily prepaid in or shortly after the second quarter of 2019 and prior extensions thereof.

As of September 30, 2019, the Company maintains several interest rate cap agreements that have the economic effect of capping the Company's maximum
exposure to LIBOR variable interest rate changes on specific portions of the Company's floating rate debt, including all of the new Term Loan B and a portion of
the new Term Loan A. The remaining $1,000,000 outstanding principal balance of the new Term Loan A is subject to LIBOR-based interest rate volatility. The cap
agreements are designated as cash flow hedges and, as a result, changes in the fair values of these cap agreements are reported in other comprehensive income. The
amortization of the original cap premium is recognized as a component of debt expense on a straight-line basis over the terms of the cap agreements. These cap
agreements do not contain credit-risk contingent features.

In August 2019, the Company entered into several forward interest rate cap agreements with a notional amount of $3,500,000 that have the economic effect
of capping the Company's maximum exposure to LIBOR variable interest rate changes on specific portions of the Company's floating rate debt (2019 cap
agreements). These 2019 cap agreements are designated as cash flow hedges and, as a result, changes in their fair values are reported in other comprehensive
income. These 2019 cap agreements do not contain credit-risk contingent features, and become effective on June 30, 2020.

The following table summarizes the Company’s interest rate cap agreements outstanding as of September 30, 2019 and December 31, 2018, which are
classified in "Other long-term assets" on its consolidated balance sheet: 

         
Nine months ended
September 30, 2019  Fair value

 
Notional
amount  

LIBOR
maximum rate  

Effective
date  

Expiration
date  

Debt
expense  

Recorded
OCI loss  

September 30,
2019  

December 31,
2018

2015 cap agreements $ 3,500,000  3.50%  6/29/2018  6/30/2020  $ 6,428  $ 851  $ —  $ 851
2019 cap agreements $ 3,500,000  2.00%  6/30/2020  6/30/2024   $ 1,393  $ 20,642  

 The following table summarizes the effects of the Company’s interest rate cap agreements for the three and nine months ended September 30, 2019 and
2018:

  
Amount of unrecognized (losses) gains in OCI on interest rate

cap agreements  

Income statement location

 
Reclassification from accumulated other comprehensive

income into net income

  
Three months ended

September 30,  
Nine months ended 

September 30,   
Three months ended

September 30,  
Nine months ended 

September 30,

Derivatives designated
as cash flow hedges  2019  2018  2019  2018   2019  2018  2019  2018

Interest rate cap agreements  $ (1,420)  $ 50  $ (2,244)  $ 1,103  Debt expense  $ 2,101  $ 2,163  $ 6,428  $ 6,303
Related income tax  360  (13)  572  (284)  Related income tax  (532)  (557)  (1,646)  (1,623)
Total  $ (1,060)  $ 37  $ (1,672)  $ 819    $ 1,569  $ 1,606  $ 4,782  $ 4,680

See Note 15 to these condensed consolidated financial statements for further details on amounts recorded and reclassified from accumulated other
comprehensive (loss) income.

The Company’s weighted average effective interest rate on the senior secured credit facilities at the end of the third quarter of 2019 was 4.30%, based on
the current margins in effect for the new Term Loan A and the new Term Loan B as of September 30, 2019, as described above.
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The Company’s overall weighted average effective interest rate for the three and nine months ended September 30, 2019 was 5.09% and 5.14%,
respectively, and as of September 30, 2019 was 4.66%.

As of September 30, 2019, the Company’s interest rates are fixed on approximately 44.03% of its total debt.

As of September 30, 2019, the Company has an undrawn revolving line of credit under its new senior secured credit facilities of $1,000,000, for which
approximately $13,055 was committed for outstanding letters of credit. The Company also has approximately $59,723 of outstanding letters of credit under a
separate bilateral secured letter of credit facility.

10. Leases

The majority of the Company’s facilities are leased under non-cancellable operating leases ranging in terms from five years to fifteen years and which
contain renewal options of five years to ten years at the fair rental value at the time of renewal. These renewal options are included in the Company’s determination
of the right-of-use assets and related lease liabilities when renewal is considered reasonably certain at the commencement date. Certain of the Company’s leases
are subject to periodic consumer price index increases or contain fixed escalation clauses. The Company also leases certain facilities and equipment under finance
leases. The Company has elected the practical expedient to not separate lease components from non-lease components related to its real estate financing and
operating leases.

Financing and operating right-of-use assets are recognized based on the net present value of lease payments over the lease term at the commencement date.
Since most of the Company's leases do not provide an implicit rate of return, the Company uses its incremental borrowing rate based on information available at
the commencement date in determining the present value of lease payments.

As of September 30, 2019 and December 31, 2018, assets recorded under finance leases were $254,967 and $367,164, respectively, and accumulated
amortization associated with finance leases was $21,606 and $131,971, respectively, included in property and equipment, net, on the Company's consolidated
balance sheet.

In certain markets, the Company acquires and develops dialysis centers. Upon completion, the Company sells the center to a third party and leases the space
back with the intent of operating the center on a long term basis. Both the sale and leaseback terms are generally market terms. The lease terms are consistent with
the Company's other operating leases with the majority of the leases under non-cancellable operating leases ranging in terms from five years to fifteen years and
which contain renewal options of five years to ten years at the fair rental value at the time of renewal.

The Company adopted Topic 842, Leases beginning on January 1, 2019 through a modified retrospective approach for leases existing at the adoption date
with a cumulative effect adjustment. Consequently, financial information was not updated for dates and periods before January 1, 2019.

The components of lease expense were as follows:

Lease cost  
Three months ended
September 30, 2019

Nine months ended
September 30, 2019

Operating lease cost(1):    
Fixed lease expense  $ 133,342  $ 392,398
Variable lease expense  30,786  89,264

Financing lease cost:     
Amortization of leased assets  6,164  17,693
Interest on lease liabilities  3,803  11,293

Net lease cost  $ 174,095  $ 510,648

 
(1) Includes short-term lease expense and sublease income, which are immaterial.
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Other information related to leases was as follows:

Lease term and discount rate  September 30, 2019

Weighted average remaining lease term (years):   
Operating leases  9.1
Finance leases  10.5

Weighted average discount rate:   
Operating leases  4.2%
Finance leases  5.4%

Other information  
Nine months ended
September 30, 2019

Gains on sale leasebacks, net  $ 13,903
Cash paid for amounts included in the measurement of lease liabilities:   

Operating cash flows from operating leases  $ 467,338
Operating cash flows from finance leases  $ 16,226
Financing cash flows from finance leases  $ 21,905

Net operating lease assets obtained in exchange for new or modified
operating lease liabilities  $ 299,697

Future minimum lease payments under non-cancellable leases as of September 30, 2019 were as follows:

 Operating leases  Finance leases

2019 (remainder of the year) $ 121,795  $ 8,384
2020 497,654  38,411
2021 474,292  33,950
2022 437,481  34,369
2023 390,993  34,511
2024 340,662  34,540
Thereafter 1,433,145  183,786
Total future minimum lease payments $ 3,696,022  $ 367,951
Less portion representing interest (639,683)  (87,813)
Present value of lease liabilities $ 3,056,339  $ 280,138

Future minimum lease payments under non-cancellable leases as of December 31, 2018 were as follows:

 Operating leases  Capital leases

2019 $ 483,488  $ 36,754
2020 462,154  41,044
2021 432,950  34,026
2022 395,462  33,690
2023 349,649  33,845
Thereafter 1,589,949  194,611
 $ 3,713,652  373,970
Less portion representing interest   (91,233)
Total capital lease obligations, including current portion   $ 282,737
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11. Contingencies

The majority of the Company’s revenues are from government programs and may be subject to adjustment as a result of: (i) examination by government
agencies or contractors, for which the resolution of any matters raised may take extended periods of time to finalize; (ii) differing interpretations of government
regulations by different Medicare contractors or regulatory authorities; (iii) differing opinions regarding a patient’s medical diagnosis or the medical necessity of
services provided; and (iv) retroactive applications or interpretations of governmental requirements. In addition, the Company’s revenues from commercial payors
may be subject to adjustment as a result of potential claims for refunds, as a result of government actions or as a result of other claims by commercial payors.

The Company operates in a highly regulated industry and is a party to various lawsuits, demands, claims, qui tam suits, governmental investigations and
audits (including, without limitation, investigations or other actions resulting from its obligation to self-report suspected violations of law) and other legal
proceedings. The Company records accruals for certain legal proceedings and regulatory matters to the extent that the Company determines an unfavorable
outcome is probable and the amount of the loss can be reasonably estimated. As of September 30, 2019 and December 31, 2018, the Company’s total recorded
accruals with respect to legal proceedings and regulatory matters, net of anticipated third party recoveries, were immaterial. While these accruals reflect the
Company’s best estimate of the probable loss for those matters as of the dates of those accruals, the recorded amounts may differ materially from the actual amount
of the losses for those matters, and any anticipated third party recoveries for any such losses may not ultimately be recoverable. Additionally, in some cases, no
estimate of the possible loss or range of loss in excess of amounts accrued, if any, can be made because of the inherently unpredictable nature of legal proceedings
and regulatory matters, which also may be impacted by various factors, including, without limitation, that they may involve indeterminate claims for monetary
damages or may involve fines, penalties or non-monetary remedies; present novel legal theories or legal uncertainties; involve disputed facts; represent a shift in
regulatory policy; are in the early stages of the proceedings; or may result in a change of business practices. Further, there may be various levels of judicial review
available to the Company in connection with any such proceeding.

The following is a description of certain lawsuits, claims, governmental investigations and audits and other legal proceedings to which the Company is
subject.

Governmental Inquiries and Certain Related Proceedings

2016 U.S. Attorney Texas Investigation: In early February 2016, the Company announced that its pharmacy services' wholly-owned subsidiary, DaVita Rx,
LLC (DaVita Rx), received a Civil Investigative Demand (CID) from the U.S. Attorney’s Office, Northern District of Texas. The government is conducting a
federal False Claims Act (FCA) investigation concerning allegations that DaVita Rx presented or caused to be presented false claims for payment to the
government for prescription medications, as well as an investigation into the Company’s relationships with pharmaceutical manufacturers. The CID covers the
period from January 1, 2006 through the present. In connection with the Company’s ongoing efforts working with the government, the Company learned that a qui
tam complaint had been filed covering some of the issues in the CID and practices that had been identified by the Company in a self-disclosure filed with the
Office of Inspector General (OIG) for the U.S. Department of Health and Human Services (HHS) in February 2016. In December 2017, the Company finalized
and executed a settlement agreement with the government and relators in the qui tam matter that included total monetary consideration of $63,700, as previously
disclosed, of which $41,500 was an incremental cash payment and $22,200 was for amounts previously refunded, and all of which was previously accrued. The
government’s investigation into certain of the Company's relationships with pharmaceutical manufacturers is ongoing, and in July 2018 the OIG served the
Company with a subpoena seeking additional documents and information relating to those relationships. The Company is continuing to cooperate with the
government in this investigation.

2017 U.S. Attorney Massachusetts Investigation: In January 2017, the Company was served with an administrative subpoena for records by the U.S.
Attorney’s Office, District of Massachusetts, relating to an investigation into possible federal health care offenses. The subpoena covered the period from January
1, 2007 to the present, and sought documents relevant to charitable patient assistance organizations, particularly the American Kidney Fund, including documents
related to efforts to provide patients with information concerning the availability of charitable assistance. The Department of Justice notified the Court on July 23,
2019 of its decision to elect not to intervene in the matter of U.S. ex rel. David Gonzalez v. DaVita Healthcare Partners, et al. The complaint then was unsealed in
the U.S. District Court, District of Massachusetts by order entered on August 1, 2019. The Department of Justice has confirmed that the complaint, which alleges
violations of the FCA and various
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state false claims acts, was the basis of its investigation initiated in January 2017. The Company has not been served with the complaint.

2017 U.S. Attorney Colorado Investigation: In November 2017, the U.S. Attorney’s Office, District of Colorado informed the Company of an investigation
it was conducting into possible federal healthcare offenses involving DaVita Kidney Care, as well as several of the Company’s wholly-owned subsidiaries. The
matter currently includes an investigation into DaVita Rx, DaVita Laboratory Services, Inc. (DaVita Labs), and RMS Lifeline Inc. (Lifeline). In each of August
2018 and May 2019, the Company received a CID pursuant to the FCA from the U.S. Attorney's Office relating to this investigation. The Company is continuing
to cooperate with the government in this investigation.

2018 U.S. Attorney Florida Investigation: In March 2018, DaVita Labs received two CIDs from the U.S. Attorney’s Office, Middle District of Florida that
were identical in nature but directed to the two different labs. According to the face of the CIDs, the U.S. Attorney’s Office is conducting an investigation as to
whether the Company’s subsidiary submitted claims for blood, urine, and fecal testing, where there were insufficient test validation or stability studies to ensure
accurate results, in violation of the FCA. In October 2018, DaVita Labs received a subpoena from the OIG in connection with this matter requesting certain patient
records linked to clinical laboratory tests. On September 30, 2019, the U.S. Attorney’s Office notified the U.S. District Court, Middle District of Florida, of its
decision not to elect to intervene at this time in the matter of U.S. ex rel. Lorne Holland, et al. v. DaVita Healthcare Partners, Inc., et al. The court then unsealed
the complaint, which alleges violations of the FCA, by order dated the same day. The Company has not been served with the complaint.

* * *

Although the Company cannot predict whether or when proceedings might be initiated or when these matters may be resolved (other than as may be
described above), it is not unusual for inquiries such as these to continue for a considerable period of time through the various phases of document and witness
requests and on-going discussions with regulators and to develop over the course of time. In addition to the inquiries and proceedings specifically identified above,
the Company frequently is subject to other inquiries by state or federal government agencies and/or private civil qui tam complaints filed by relators. Negative
findings or terms and conditions that the Company might agree to accept as part of a negotiated resolution of pending or future government inquiries or relator
proceedings could result in, among other things, substantial financial penalties or awards against the Company, substantial payments made by the Company, harm
to the Company’s reputation, required changes to the Company’s business practices, exclusion from future participation in the Medicare, Medicaid and other
federal health care programs and, if criminal proceedings were initiated against the Company, members of its board of directors or management, possible criminal
penalties, any of which could have a material adverse effect on the Company.

Shareholder and Derivative Claims

Peace Officers’ Annuity and Benefit Fund of Georgia Securities Class Action Civil Suit: On February 1, 2017, the Peace Officers’ Annuity and Benefit
Fund of Georgia filed a putative federal securities class action complaint in the U.S. District Court for the District of Colorado against the Company and certain
executives. The complaint covers the time period of August 2015 to October 2016 and alleges, generally, that the Company and its executives violated federal
securities laws concerning the Company’s financial results and revenue derived from patients who received charitable premium assistance from an industry-funded
non-profit organization. The complaint further alleges that the process by which patients obtained commercial insurance and received charitable premium
assistance was improper and "created a false impression of DaVita’s business and operational status and future growth prospects." In November 2017, the court
appointed the lead plaintiff and an amended complaint was filed on January 12, 2018. On March 27, 2018, the Company and various individual defendants filed a
motion to dismiss. On March 28, 2019, the U.S. District Court for the District of Colorado denied the motion to dismiss. The Company answered the complaint on
May 28, 2019. The Company disputes these allegations and intends to defend this action accordingly.

In re DaVita Inc. Stockholder Derivative Litigation: On August 15, 2017, the U.S. District Court for the District of Delaware consolidated three previously
disclosed shareholder derivative lawsuits: the Blackburn Shareholder action filed on February 10, 2017, the Gabilondo Shareholder action filed on May 30, 2017,
and the City of Warren Police and Fire Retirement System Shareholder action filed on June 9, 2017. The complaint covers the time period from 2015 to present
and alleges, generally, breach of fiduciary duty, unjust enrichment, abuse of control, gross mismanagement, corporate waste, and misrepresentations and/or
failures to disclose certain information in violation of the federal securities laws in connection with an alleged practice to direct patients with government-
subsidized health insurance into private health insurance plans to
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maximize the Company’s profits. An amended complaint was filed in September 2017, and on December 18, 2017, the Company filed a motion to dismiss and a
motion to stay proceedings in the alternative. On April 25, 2019, the court denied the Company's motion to dismiss. The Company answered the complaint on May
28, 2019. The Company disputes these allegations and intends to defend this action accordingly.

Other Proceedings

In addition to the foregoing, from time to time the Company is subject to other lawsuits, demands, claims, governmental investigations and audits and legal
proceedings that arise due to the nature of its business, including, without limitation, contractual disputes, such as with payors, suppliers and others, employee-
related matters and professional and general liability claims. From time to time, the Company also initiates litigation or other legal proceedings as a plaintiff arising
out of contracts or other matters.

* * *

Other than as may be described above, the Company cannot predict the ultimate outcomes of the various legal proceedings and regulatory matters to which
the Company is or may be subject from time to time, including those described in this Note 11 to these condensed consolidated financial statements, or the timing
of their resolution or the ultimate losses or impact of developments in those matters, which could have a material adverse effect on the Company’s revenues,
earnings and cash flows. Further, any legal proceedings or regulatory matters involving the Company, whether meritorious or not, are time consuming, and often
require management’s attention and result in significant legal expense, and may result in the diversion of significant operational resources, or otherwise harm the
Company’s business, results of operations, financial condition, cash flows or reputation.

12. Other commitments

The Company has certain other potential commitments to provide operating capital to a number of dialysis centers that are wholly-owned by third parties or
businesses in which the Company maintains a noncontrolling equity interest as well as to physician-owned vascular access clinics or medical practices that the
Company operates under management and administrative services agreements of approximately $6,935.

13. Long-term incentive compensation

Long-term incentive program (LTIP) compensation includes both stock-based awards (principally stock-settled stock appreciation rights, restricted stock
units, and performance stock units) as well as long-term performance-based cash awards. Long-term incentive compensation expense, which is primarily general
and administrative in nature, is attributed to the Company’s U.S. dialysis and related lab services business, corporate administrative support, and ancillary services
and strategic initiatives.

The Company’s stock-based compensation expense for stock-settled awards is measured at the estimated fair value of awards on the date of grant and
recognized on a cumulative straight-line basis over the vesting terms of the awards unless the stock awards are based on non-market based performance metrics, in
which case expense is adjusted for the expected ultimate shares to be issued as of the end of each reporting period. Stock-based compensation expense for cash-
settled awards is based on their estimated fair values as of the end of each reporting period. The expense for all stock-based awards is recognized net of expected
forfeitures.

During the nine months ended September 30, 2019, the Company granted 1,921 restricted and performance stock units with an aggregate grant-date fair
value of $96,472 and a weighted-average expected life of approximately 3.4 years and 2,390 stock-settled stock appreciation rights with an aggregate grant-date
fair value of $33,545 and a weighted-average expected life of approximately 4.0 years.

For the nine months ended September 30, 2019 and 2018, the Company recognized $82,469 and $74,077, respectively, in total LTIP expense, of which
$43,666 and $60,461, respectively, represented stock-based compensation expense for stock appreciation rights, restricted stock units, performance stock units and
discounted employee stock plan purchases, which are primarily included in general and administrative expense. The estimated tax benefits recorded for stock-
based compensation for the nine months ended September 30, 2019 and 2018 was $6,798 and $10,887, respectively.
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As of September 30, 2019, the Company had $166,502 in total estimated but unrecognized compensation expense for outstanding LTIP awards, including
$151,805 related to stock-based compensation arrangements under the Company’s equity compensation and employee stock purchase plans. The Company expects
to recognize the performance-based cash component of these LTIP expenses over a weighted average remaining period of 0.6 years and the stock-based component
of these LTIP expenses over a weighted average remaining period of 1.6 years.

For the nine months ended September 30, 2019 and 2018, the Company recognized $2,791 and $7,919, respectively, in actual tax benefits upon the
settlement of stock awards.

On November 4, 2019, the independent members of the Company’s Board of Directors (Board) unanimously approved an award of 2,500 premium-priced
stock-settled stock appreciation rights (Premium-Priced Award) to the Company’s Chief Executive Officer (CEO), which is subject to stockholder approval of a
related amendment to the Company's 2011 Incentive Award Plan.

The base price of the Premium-Priced Award is $67.80 per share, which is a 20% premium to the Tender Offer clearing price. The award vests 50% on each
of the third and fourth anniversaries of the date of Board approval and expires after five years. The award includes a holding period requiring that the CEO hold
any shares acquired upon exercise until the five-year anniversary of the Board approval, that is, for the full term of the award, subject to lapse of the holding period
upon a change in control of the Company or due to Mr. Rodriguez’s death or termination due to disability.

14. Share repurchases

The following table summarizes the Company's repurchases of its common stock during the three and nine months ended September 30, 2019.

 Three months ended September 30, 2019  Nine months ended September 30, 2019

 
Shares

repurchased  Amount paid  
Average
amount  

Shares
repurchased  Amount paid  

Average
amount

Tender Offer(1) 21,802  $ 1,233,886  $ 56.60  21,802  $ 1,233,886  $ 56.60
Open market repurchases 8,790  514,082  58.49  10,850  626,271  57.72
 30,592  $ 1,747,968  $ 57.14  32,652  $ 1,860,157  $ 56.97

 
(1) The amount paid for shares repurchased associated with the Company's Tender Offer during the three and nine months ended September 30, 2019 includes the clearing price of

$56.50 per share plus related fees and expenses of $2,074.

In addition, the Company also repurchased 4,283 shares of its common stock for $245,544 at an average cost of $57.32 per share, subsequent to
September 30, 2019 through November 4, 2019.

Effective July 17, 2019, the Board terminated all remaining prior share repurchase authorizations available to the Company at that time and approved a new
share repurchase authorization of $2,000,000. As of the close of business on November 4, 2019, the Company had repurchased a total of 30,661 of shares of its
common stock for $1,753,627 under this repurchase authorization.

Effective as of the close of business on November 4, 2019, the Board terminated all remaining prior share repurchase authorizations available to the
Company under the aforementioned July 17, 2019 authorization and approved a new share repurchase authorization of $2,000,000. Accordingly, as of November
6, 2019, the Company had a total of $2,000,000 available under the current repurchase authorization for additional share repurchases. Although this share
repurchase authorization does not have an expiration date, the Company remains subject to share repurchase limitations, including under the terms of its current
senior secured credit facilities and the indentures governing its senior notes.
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15. Accumulated other comprehensive (loss) income

 For the three months ended September 30, 2019  For the nine months ended September 30, 2019

 

Interest
rate cap

agreements  

Foreign
currency

translation
adjustments  

Accumulated
other

comprehensive
loss  

Interest
rate cap

agreements  

Foreign
currency

translation
adjustments  

Accumulated
other

comprehensive
loss

Beginning balance $ (6,360)  $ (27,251)  $ (33,611)  $ (8,961)  $ (25,963)  $ (34,924)
Unrealized losses (1,420)  (44,502)  (45,922)  (2,244)  (45,790)  (48,034)
Related income tax 360  —  360  572  —  572
 (1,060)  (44,502)  (45,562)  (1,672)  (45,790)  (47,462)
Reclassification into net income 2,101  —  2,101  6,428  —  6,428
Related income tax (532)  —  (532)  (1,646)  —  (1,646)
 1,569  —  1,569  4,782  —  4,782
Ending balance $ (5,851)  $ (71,753)  $ (77,604)  $ (5,851)  $ (71,753)  $ (77,604)

 For the three months ended September 30, 2018  For the nine months ended September 30, 2018

 

Interest
rate cap

agreements  

Foreign
currency

translation
adjustments  

Accumulated
other

comprehensive
loss  

Interest
rate cap

agreements  
Investment
securities  

Foreign
currency

translation
adjustments  

Accumulated
other

comprehensive
(loss) income

Beginning balance $ (11,258)  $ (10,667)  $ (21,925)  $ (12,408)  $ 5,662  $ 19,981  $ 13,235
Cumulative effect of change
in accounting principle(1) —  —  —  (2,706)  (5,662)  —  (8,368)
Unrealized gains (losses) 50  (8,827)  (8,777)  1,103  —  (39,475)  (38,372)
Related income tax (13)  —  (13)  (284)  —  —  (284)
 37  (8,827)  (8,790)  819  —  (39,475)  (38,656)
Reclassification into net income 2,163  —  2,163  6,303  —  —  6,303
Related income tax (557)  —  (557)  (1,623)  —  —  (1,623)
 1,606  —  1,606  4,680  —  —  4,680
Ending balance $ (9,615)  $ (19,494)  $ (29,109)  $ (9,615)  $ —  $ (19,494)  $ (29,109)

 
(1) Reflects the cumulative effect of a change in accounting principle for ASUs 2016-01 and 2018-03 on classification and measurement of financial instruments and ASU

2018-02 on remeasurement and reclassification of deferred tax effects in accumulated other comprehensive income associated with the Tax Cuts and Jobs Act of 2017.

Net cap realized losses reclassified into income are recorded as debt expense in the corresponding consolidated statements of income. See Note 9 to these
condensed consolidated financial statements for further details.

Prior to January 1, 2018, unrealized gains and losses on available-for-sale equity securities were recorded to accumulated other comprehensive income and
reclassified to other income when realized. Subsequent to January 1, 2018, unrealized gains and losses on investment securities are recorded directly to other
income rather than to accumulated other comprehensive income.

16. Acquisitions and divestitures

Routine acquisitions

During the nine months ended September 30, 2019, the Company acquired dialysis businesses consisting of seven dialysis centers located in the U.S. and
nine dialysis centers located outside the U.S. for a total of $75,323 in net cash, $529 in deferred purchase price obligations, and $19,818 in earn-out obligations and
assumed liabilities. The assets and liabilities for these acquisitions were recorded at their estimated fair values at the dates of the acquisitions and are included in
the Company’s condensed consolidated financial statements, as are their operating results, from the designated effective dates of the acquisitions.
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The initial purchase price allocations for these transactions have been recorded at estimated fair values based on the best information available to
management and will be finalized when certain information arranged to be obtained has been received. In particular, certain income tax amounts are pending final
evaluation and quantification of pre-acquisition tax contingencies and filing of final tax returns. In addition, valuation of certain working capital items, fixed assets
and intangibles are pending final audits and related valuation reports.

The following table summarizes the assets acquired and liabilities assumed in these transactions at their estimated acquisition date fair values: 

Current assets $ 5,238
Property and equipment 3,607
Intangible and other long-term assets 15,848
Goodwill 77,238
Current liabilities (3,360)
Long-term liabilities (1,139)
Noncontrolling interests (1,762)

$ 95,670

 Amortizable intangible assets acquired during the first nine months of 2019 primarily represent non-compete agreements which had weighted-average
estimated useful lives of approximately six years. The total estimated amount of goodwill deductible for tax purposes associated with these acquisitions was
approximately $75,529.

Contingent earn-out obligations

The Company has several contingent earn-out obligations associated with acquisitions that could result in the Company paying the former owners of
acquired companies a total of up to $35,338 if certain EBITDA, operating income performance targets or quality margins are met primarily over the next one year
to five years. As of September 30, 2019, the estimated fair values of these contingent earn-out obligations is $19,833, of which $4,401 is included in other current
liabilities and the remaining $15,432 is included in other long-term liabilities in the Company’s consolidated balance sheet.

The following is a reconciliation of changes in contingent earn-out obligations for the nine months ended September 30, 2019:

Beginning balance December 31, 2018 $ 2,608
Contingent earn-out obligations associated with acquisitions 19,731
Remeasurement of fair value for contingent earn-out obligations (2,179)
Payments on contingent earn-out obligations (327)

Ending balance September 30, 2019 $ 19,833

17.     Held for sale and discontinued operations

DaVita Medical Group

On June 19, 2019, the Company completed the sale of its DMG division to Collaborative Care Holdings, LLC (Optum), a subsidiary of UnitedHealth Group
Inc., for an aggregate purchase price of $4,340,000, prior to certain closing and post-closing adjustments specified in the related equity purchase agreement dated
as of December 5, 2017, as amended as of September 20, 2018 and as of December 11, 2018 (as amended, the equity purchase agreement).

The Company has recorded a preliminary estimated pre-tax net loss of approximately $23,022 on the sale of its DMG division for the nine months ended
September 30, 2019. This preliminary net loss is based on initial estimates of the Company's expected aggregate proceeds from the sale, net of transaction costs
and obligations, as well as the estimated values of DMG net assets sold as of the closing date. These estimated net proceeds include $4,465,476 in cash received
from Optum at closing, or $3,824,509 net of cash and restricted cash included in DMG net assets sold.
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The ultimate net proceeds from the DMG sale, as well as the value of its previously held for sale net assets sold, remain subject to estimate revisions and
post-closing adjustments pursuant to the equity purchase agreement, which could be material. Under the equity purchase agreement, the Company also has certain
indemnification obligations that could require payments to the buyer relating to the Company's previous ownership and operation of the DMG business. Potential
payments under these provisions, if any, remain subject to significant uncertainties and could have a material adverse effect on the net proceeds ultimately retained
by the Company or the total amount of its loss on the sale of this business.

The following table presents the financial results of discontinued operations related to DMG:

 Three months ended September 30,  Nine months ended September 30,

 2019  2018  2019  2018

Revenues $ —  $ 1,252,909  $ 2,713,059  $ 3,733,270
Expenses 1,996  1,260,814  2,541,783  3,679,747
Valuation adjustment —  98,201  —  98,201
(Loss) income from discontinued operations before taxes (1,996)  (106,106)  171,276  (44,678)
Loss on sale of discontinued operations before taxes —  —  (23,022)  —
Income tax expense 4,847  105,633  45,400  103,151

Net (loss) income from discontinued operations, net of tax $ (6,843)  $ (211,739)  $ 102,854  $ (147,829)

The following table presents cash flows of discontinued operations related to DMG:

 Nine months ended September 30,

 2019  2018

Net cash provided by operating activities from discontinued operations $ 97,005  $ 208,570
Net cash used in investing activities from discontinued operations $ (43,442)  $ (32,860)

DMG acquisitions

During the period from January 1, 2019 to June 18, 2019 immediately prior to sale, the Company's DMG business acquired two medical businesses for a
total of $2,025 in cash and deferred purchase price of $212.

18. Variable interest entities

The Company relies on the operating activities of certain legal entities that it does not directly own or control, but over which it has indirect influence and
of which it is considered the primary beneficiary. These entities are subject to the consolidation guidance applicable to variable interest entities (VIEs).

There have been no material changes in the nature of the Company's arrangements with VIEs or its judgments concerning them from those described in
Note 23 to the Company's consolidated financial statements included in the 10-K.

At September 30, 2019, these condensed consolidated financial statements include total assets of VIEs of $389,284 and total liabilities and noncontrolling
interests of VIEs to third parties of $273,660.

19. Fair values of financial
instruments

The Company measures the fair value of certain assets, liabilities and noncontrolling interests subject to put provisions (temporary equity) based upon
certain valuation techniques that include observable or unobservable inputs and assumptions that market participants would use in pricing these assets, liabilities,
temporary equity and commitments. The Company has also classified certain assets, liabilities and temporary equity that are measured at fair value into the
appropriate fair value hierarchy levels as defined by the FASB.
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The following table summarizes the Company’s assets, liabilities and temporary equity that are measured at fair value on a recurring basis as of
September 30, 2019: 

 Total  

Quoted prices in
active markets for

identical assets
(Level 1)  

Significant other
observable inputs

(Level 2)  

Significant
unobservable

inputs
(Level 3)

Assets        
Investments in equity securities $ 37,641  $ 37,641  $ —  $ —
Interest rate cap agreements $ 20,642  $ —  $ 20,642  $ —

Liabilities        
Contingent earn-out obligations $ 19,833  $ —  $ —  $ 19,833

Temporary equity        
Noncontrolling interests subject to put provisions $ 1,296,059  $ —  $ —  $ 1,296,059

Investments in equity securities represent investments in various open-ended registered investment companies (mutual funds) and common stock and are
recorded at estimated fair value based on reported market prices or redemption prices, as applicable. See Note 5 to these condensed consolidated financial
statements for further discussion.

Interest rate cap agreements are recorded at fair value estimated from valuation models utilizing the income approach and commonly accepted valuation
techniques that use inputs from closing prices for similar assets and liabilities in active markets as well as other relevant observable market inputs at quoted
intervals such as current interest rates, forward yield curves, implied volatility and credit default swap pricing. See Note 9 to these condensed consolidated
financial statements for further discussion.

The estimated fair value measurements of contingent earn-out obligations are primarily based on unobservable inputs, including projected EBITDA. See
Note 16 to these condensed consolidated financial statements for further discussion.

See Note 18 to the Company's consolidated financial statements included in the 10-K for a discussion of the Company’s methodology for estimating the fair
value of noncontrolling interests subject to put obligations.

The Company's fair value estimates for its senior secured credit facilities and senior notes are based upon bid and ask quotes for these instruments, typically
a level 2 input. See Note 9 to these condensed consolidated financial statements for further discussion of the Company's debt.

Other financial instruments consist primarily of cash and cash equivalents, accounts receivable, accounts payable, other accrued liabilities, lease liabilities
and debt. The balances of non-debt financial instruments are presented in these condensed consolidated financial statements at September 30, 2019 at their
approximate fair values due to the short-term nature of their settlements.

20. Segment reporting

The Company’s operations are comprised of its U.S. dialysis and related lab services business, various ancillary services and strategic initiatives, including
its international operations, and its corporate administrative support.

On June 19, 2019, the Company completed the sale of its DMG division to Optum, a subsidiary of UnitedHealth Group Inc. As a result of this transaction,
DMG's results of operations have been reported as discontinued operations for all periods presented.

The Company’s separate operating segments include its U.S. dialysis and related lab services business, each of its ancillary services and strategic
initiatives, its kidney care operations in each foreign sovereign jurisdiction, its other health operations in each foreign sovereign jurisdiction, and its equity method
investment in the APAC JV. The U.S. dialysis and related lab services business qualifies as a separately reportable segment, and all other ancillary services and
strategic initiatives operating segments, including the international operating segments, have been combined and disclosed in the other segments category.
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The Company’s operating segment financial information included in this report is prepared on the internal management reporting basis that the chief
operating decision maker uses to allocate resources and assess the financial performance of the Company's operating segments. For internal management reporting,
segment operations include direct segment operating expenses but generally exclude corporate administrative support costs, which consist primarily of indirect
labor, benefits and long-term incentive-based compensation expenses of certain departments which provide support to all of the Company’s various operating lines
of business, except to the extent that such costs are charged to and borne by certain ancillary services and strategic initiatives via internal management fees. These
corporate administrative support costs are reduced by internal management fees received from the Company’s ancillary lines of business.
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The following is a summary of segment net revenues, segment operating margin (loss), and a reconciliation of segment operating margin to consolidated
income before income taxes:

 
Three months ended

September 30,  
Nine months ended 

September 30,

 2019  2018  2019  2018

Segment revenues:        
U.S. dialysis and related lab services        

Patient service revenues:        
External sources $ 2,652,946  $ 2,559,345  $ 7,782,435  $ 7,661,244
Intersegment revenues 32,150  25,424  92,611  63,943

U.S. dialysis and related lab services patient service
revenues 2,685,096  2,584,769  7,875,046  7,725,187
Provision for uncollectible accounts (3,977)  (12,900)  (19,689)  (37,108)

Net U.S. dialysis and related lab services patient
service revenues 2,681,119  2,571,869  7,855,357  7,688,079

Other revenues(1):        
External sources 10,096  4,932  19,989  14,965
Intersegment revenues 212  —  726  —

Total U.S. dialysis and related lab services revenues 2,691,427  2,576,801  7,876,072  7,703,044
Other—Ancillary services and strategic initiatives        

Patient service revenues, net 128,223  112,279  367,951  320,204
Other external sources 116,790  183,674  339,209  624,422
Intersegment revenues 3,483  8,361  10,222  27,748

Total ancillary services and strategic initiatives revenues 248,496  304,314  717,382  972,374
Total net segment revenues 2,939,923  2,881,115  8,593,454  8,675,418
Elimination of intersegment revenues (35,845)  (33,785)  (103,559)  (91,691)

Consolidated revenues $ 2,904,078  $ 2,847,330  $ 8,489,895  $ 8,583,727

Segment operating margin:        
U.S. dialysis and related lab services $ 500,742  $ 390,006  $ 1,416,680  $ 1,272,828
Other—Ancillary services and strategic initiatives (97,725)  (60,132)  (170,405)  (64,307)

Total segment operating margin 403,017  329,874  1,246,275  1,208,521
Reconciliation of segment operating margin to consolidated
income from continuing operations before income taxes:        

Corporate administrative support (24,681)  (40,836)  (65,546)  (70,605)
Consolidated operating income 378,336  289,038  1,180,729  1,137,916
Debt expense (88,589)  (125,927)  (351,774)  (359,135)
Debt prepayment, refinancing and redemption charges (21,242)  —  (33,402)  —
Other income, net 5,280  4,007  17,863  10,583

Consolidated income from continuing operations before
income taxes $ 273,785  $ 167,118  $ 813,416  $ 789,364

 
(1) Includes management fee revenue from providing management and administrative services to dialysis ventures in which the Company owns a noncontrolling equity

investment or which are wholly-owned by third parties.
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A summary of assets by reportable segment was as follows:

 September 30, 2019  December 31, 2018

Segment assets    
U.S. dialysis and related lab services (including equity
investments of $100,815 and $95,290, respectively) $ 15,997,552  $ 12,333,641
Other—Ancillary services and strategic initiatives (including
equity investments of $118,571 and $129,321, respectively) 1,454,278  1,387,046
DMG—Held for sale (including equity investments of $0 and
$4,833, respectively) —  5,389,565

Consolidated assets $ 17,451,830  $ 19,110,252

Depreciation and amortization expense by reportable segment was as follows:

 
Three months ended

September 30,  
Nine months ended 

September 30,

 2019  2018  2019  2018

U.S. dialysis and related lab services $ 147,607  $ 138,669  $ 433,008  $ 411,697
Other—Ancillary services and strategic initiatives 8,308  7,331  23,677  24,181
 $ 155,915  $ 146,000  $ 456,685  $ 435,878

Expenditures for property and equipment by reportable segment were as follows:

 
Three months ended

September 30,  
Nine months ended 

September 30,

 2019  2018  2019  2018

U.S. dialysis and related lab services $ 157,721  $ 214,728  $ 477,533  $ 603,186
Other—Ancillary services and strategic initiatives 15,544  5,019  31,184  37,191
DMG—Held for sale —  11,935  38,466  65,282
 $ 173,265  $ 231,682  $ 547,183  $ 705,659

 

21. Changes in DaVita Inc.’s ownership interests in consolidated
subsidiaries

The effects of changes in DaVita Inc.’s ownership interests in consolidated subsidiaries on the Company’s consolidated equity were as follows: 

 Three months ended September 30,  
Nine months ended 

September 30,

 2019  2018  2019  2018

Net income (loss) attributable to DaVita Inc. $ 143,270  $ (136,796)  $ 566,110  $ 309,166
Changes in paid-in capital for:        

Sales of noncontrolling interests —  —  —  79
Purchases of noncontrolling interests (202)  (5,285)  10,732  (17,482)

Net transfers to noncontrolling interests (202)  (5,285)  10,732  (17,403)
Net income (loss) attributable to DaVita Inc., net of transfers to noncontrolling
interests $ 143,068  $ (142,081)  $ 576,842  $ 291,763

22. New accounting standards

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842). The amendments in Topic 842 revise the accounting related to lessee
accounting. Under the new guidance, lessees are required to recognize a lease liability and a right-of-use asset for substantially all leases with lease terms in excess
of twelve months. The new lease guidance also simplifies the accounting for sale and leaseback transactions primarily because lessees must recognize lease assets
and lease liabilities. The Company adopted Topic 842 beginning on January 1, 2019 through a modified retrospective approach for leases existing at the
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adoption date with a cumulative effect adjustment. The Company elected to apply the package of practical expedients to not recast prior conclusions related to
contracts containing leases, lease classification and initial direct costs. Adoption of the new standard resulted in the recording of operating right-of-use assets of
$2,783,784, operating lease liabilities of $3,001,354 and an adjustment to retained earnings of $39,876, primarily related to deferred gains on prior sale leaseback
transactions as of January 1, 2019. The standard did not materially impact the Company's consolidated net earnings and had no impact on cash flows. See Note 10
to these condensed consolidated financial statements for further details.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments - Credit Losses (Topic 326): Measurement of Credit Losses on Financial
Instruments. The amendments in this ASU change the approach for recognizing credit losses on financial assets from the incurred loss methodology in current
GAAP to a methodology that reflects current expected credit losses, which requires consideration of a broader range of reasonable and supportable information to
inform those credit loss estimates. The current incurred loss model delays recognition of credit losses until it is probable that a loss has been incurred, while this
ASU’s new current expected credit loss model requires estimation of credit losses expected over the life of the financial asset or group of similar financial assets.
The amendments in this ASU are effective for the Company on January 1, 2020 and are to be applied on a modified-retrospective approach. The Company is still
evaluating certain aspects of this ASU as well as the impacts it may have on its consolidated financial statements when adopted on January 1, 2020.

In August 2017, the FASB issued ASU No. 2017-12, Derivatives and Hedging (Topic 815): Targeted Improvements to Accounting for Hedging Activities.
The amendments in this ASU better align an entity’s risk management activities and financial reporting for hedging relationships through changes to both the
designation and measurement guidance for qualifying hedging relationships and the presentation of hedge results. The amendments in this ASU were effective for
the Company on January 1, 2019 and are to be applied prospectively. The adoption of this ASU did not have a material impact on the Company’s consolidated
financial statements when adopted on January 1, 2019.

In August 2018, the FASB issued ASU No. 2018-13, Fair Value Measurement (Topic 820): Disclosure Framework -Changes to the Disclosure
Requirements for Fair Value Measurement. The applicable amendments in this ASU remove requirements for disclosures concerning transfers between fair value
measurement levels 1, 2 and 3 and disclosures concerning valuation processes for level 3 fair value measurements. The applicable amendments in this ASU also
add a requirement to separately disclose the changes in unrealized gains and losses included in other comprehensive income for the reporting period for level 3
items measured at fair value on a recurring basis, and require disclosure of the range and weighted average of significant unobservable inputs used to develop level
3 fair value measurements. The amendments in this ASU are effective for the Company beginning on January 1, 2020 and its new requirements are to be applied
on a prospective basis. The adoption of this ASU is not expected to have a material impact on the Company’s consolidated financial statements.

23. Condensed consolidating financial
statements

The following information is presented in accordance with Rule 3-10 of Regulation S-X. The operating and investing activities of the separate legal entities
included in the Company’s condensed consolidated financial statements are fully interdependent and integrated. Revenues and operating expenses of the separate
legal entities include intercompany charges for management and other administrative services. The Company’s senior notes are guaranteed by a substantial
majority of its domestic subsidiaries as measured by revenue, income and assets. The subsidiary guarantors have guaranteed the senior notes on a joint and several
basis. However, a subsidiary guarantor will be released from its obligations under its guarantee of the senior notes and the indentures governing the senior notes if,
in general, there is a sale or other disposition of all or substantially all of the assets of such subsidiary guarantor, including by merger or consolidation, or a sale or
other disposition of all of the equity interests in such subsidiary guarantor held by the Company and its restricted subsidiaries, as defined in the indentures; such
subsidiary guarantor is designated by the Company as an unrestricted subsidiary, as defined in the indentures, or otherwise ceases to be a restricted subsidiary of
the Company, in each case in accordance with the indentures; or such subsidiary guarantor no longer guarantees any other indebtedness, as defined in the
indentures, of the Company or any of its restricted subsidiaries, except for guarantees that are contemporaneously released. The senior notes are not guaranteed by
certain of the Company’s domestic subsidiaries, any of the Company’s foreign subsidiaries, or any entities that do not constitute subsidiaries within the meaning of
the indentures, such as corporations in which the Company holds capital stock with less than a majority of the voting power, joint ventures and partnerships in
which the Company holds less than a majority of the equity or voting interests, non-owned entities and third parties. Contemporaneously with the Company
entering into the New Credit Agreement and pursuant to the indentures governing the Company’s senior notes, certain subsidiaries of the Company were released
from their guarantees of the Company's senior notes such that, after that release, the remaining subsidiary guarantors of the senior notes were the same subsidiaries
guaranteeing the New Credit Agreement. The following condensed consolidating financial statements have been prepared for all periods presented based on the
current subsidiary guarantors and non-guarantors stipulated in the Company's New Credit Agreement.
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Condensed Consolidating Statements of Operations

For the three months ended September 30, 2019  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Patient services revenues  $ —  $ 1,761,235  $ 1,087,531  $ (67,597)  $ 2,781,169
Provision for uncollectible accounts  —  (2,728)  (1,249)  —  (3,977)

Net patient service revenues  —  1,758,507  1,086,282  (67,597)  2,777,192
Other revenues  204,183  140,956  83,860  (302,113)  126,886
Total net revenues  204,183  1,899,463  1,170,142  (369,710)  2,904,078
Operating expenses  11,046  1,823,752  1,060,654  (369,710)  2,525,742
Operating income  193,137  75,711  109,488  —  378,336
Debt expense  (110,712)  (43,535)  (14,206)  58,622  (109,831)
Other income, net  51,150  2,994  9,758  (58,622)  5,280
Income tax expense  33,364  28,320  3,570  —  65,254
Equity earnings in subsidiaries  43,059  123,186  —  (166,245)  —
Net income from continuing operations  143,270  130,036  101,470  (166,245)  208,531
Net loss from discontinued operations, net of tax  —  —  (6,843)  —  (6,843)
Net income  143,270  130,036  94,627  (166,245)  201,688
Less: Net income attributable to noncontrolling interests  —  —  —  (58,418)  (58,418)
Net income attributable to DaVita Inc.  $ 143,270  $ 130,036  $ 94,627  $ (224,663)  $ 143,270

For the three months ended September 30, 2018  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Patient service revenues  $ —  $ 1,699,109  $ 1,028,548  $ (56,956)  $ 2,670,701
Provision for uncollectible accounts  —  (9,246)  (2,731)  —  (11,977)

Net patient service revenues  —  1,689,863  1,025,817  (56,956)  2,658,724
Other revenues  207,968  127,269  136,448  (283,079)  188,606
Total net revenues  207,968  1,817,132  1,162,265  (340,035)  2,847,330
Operating expenses and charges  205,324  1,649,128  1,043,875  (340,035)  2,558,292
Operating income  2,644  168,004  118,390  —  289,038
Debt expense  (127,353)  (50,254)  (10,570)  62,250  (125,927)
Other income, net  106,148  603  7,719  (110,463)  4,007
Income tax (benefit) expense  (3,536)  43,583  12,000  —  52,047
Equity earnings in subsidiaries  (121,771)  60,448  —  61,323  —
Net (loss) income from continuing operations  (136,796)  135,218  103,539  13,110  115,071
Net loss from discontinued operations, net of tax  —  —  (259,952)  48,213  (211,739)
Net (loss) income  (136,796)  135,218  (156,413)  61,323  (96,668)
Less: Net income attributable to noncontrolling interests  —  —  —  (40,128)  (40,128)
Net (loss) income attributable to DaVita Inc.  $ (136,796)  $ 135,218  $ (156,413)  $ 21,195  $ (136,796)
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For the nine months ended September 30, 2019  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Patient services revenues  $ —  $ 5,181,017  $ 3,164,726  $ (195,357)  $ 8,150,386
Provision for uncollectible accounts  —  (13,530)  (6,159)  —  (19,689)

Net patient service revenues  —  5,167,487  3,158,567  (195,357)  8,130,697
Other revenues  600,318  438,058  130,345  (809,523)  359,198
Total net revenues  600,318  5,605,545  3,288,912  (1,004,880)  8,489,895
Operating expenses and charges  315,169  5,106,307  2,892,570  (1,004,880)  7,309,166
Operating income  285,149  499,238  396,342  —  1,180,729
Debt expense  (389,203)  (145,110)  (39,807)  188,944  (385,176)
Other income, net  263,407  4,332  31,800  (281,676)  17,863
Income tax expense  41,017  122,633  34,288  —  197,938
Equity earnings in subsidiaries  447,774  318,431  —  (766,205)  —
Net income from continuing operations  566,110  554,258  354,047  (858,937)  615,478
Net income from discontinued operations, net of tax  —  —  10,122  92,732  102,854
Net income  566,110  554,258  364,169  (766,205)  718,332
Less: Net income attributable to noncontrolling interests  —  —  —  (152,222)  (152,222)
Net income attributable to DaVita Inc.  $ 566,110  $ 554,258  $ 364,169  $ (918,427)  $ 566,110

For the nine months ended September 30, 2018  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Patient services revenues  $ —  $ 5,100,487  $ 3,039,056  $ (159,365)  $ 7,980,178
Provision for uncollectible accounts  —  (26,430)  (9,408)  —  (35,838)

Net patient service revenues  —  5,074,057  3,029,648  (159,365)  7,944,340
Other revenues  608,850  355,055  512,025  (836,543)  639,387
Total net revenues  608,850  5,429,112  3,541,673  (995,908)  8,583,727
Operating expenses and charges  484,329  4,949,070  3,008,320  (995,908)  7,445,811
Operating income  124,521  480,042  533,353  —  1,137,916
Debt expense  (362,501)  (151,373)  (30,660)  185,399  (359,135)
Other income, net  315,573  2,864  20,981  (328,835)  10,583
Income tax expense  24,108  112,193  70,351  —  206,652
Equity earnings in subsidiaries  255,681  328,042  —  (583,723)  —
Net income from continuing operations  309,166  547,382  453,323  (727,159)  582,712
Net loss from discontinued operations, net of tax  —  —  (291,265)  143,436  (147,829)
Net income  309,166  547,382  162,058  (583,723)  434,883
Less: Net income attributable to noncontrolling interests  —  —  —  (125,717)  (125,717)
Net income attributable to DaVita Inc.  $ 309,166  $ 547,382  $ 162,058  $ (709,440)  $ 309,166
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Condensed Consolidating Statements of Comprehensive Income

For the three months ended September 30, 2019  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Net income  $ 143,270  $ 130,036  $ 94,627  $ (166,245)  $ 201,688
Other comprehensive income (loss)  509  —  (44,502)  —  (43,993)

Total comprehensive income  143,779  130,036  50,125  (166,245)  157,695
Less: Comprehensive income attributable to noncontrolling interest  —  —  —  (58,418)  (58,418)

Comprehensive income attributable to DaVita Inc.  $ 143,779  $ 130,036  $ 50,125  $ (224,663)  $ 99,277

For the three months ended September 30, 2018  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Net (loss) income  $ (136,796)  $ 135,218  $ (156,413)  $ 61,323  $ (96,668)
Other comprehensive income (loss)  1,643  —  (8,827)  —  (7,184)

Total comprehensive (loss) income  (135,153)  135,218  (165,240)  61,323  (103,852)
Less: Comprehensive income attributable to noncontrolling interest  —  —  —  (40,128)  (40,128)

Comprehensive (loss) income attributable to DaVita Inc.  $ (135,153)  $ 135,218  $ (165,240)  $ 21,195  $ (143,980)

For the nine months ended September 30, 2019  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Net income  $ 566,110  $ 554,258  $ 364,169  $ (766,205)  $ 718,332
Other comprehensive income (loss)  3,110  —  (45,790)  —  (42,680)

Total comprehensive income  569,220  554,258  318,379  (766,205)  675,652
Less: Comprehensive income attributable to noncontrolling interest  —  —  —  (152,222)  (152,222)

Comprehensive income attributable to DaVita Inc.  $ 569,220  $ 554,258  $ 318,379  $ (918,427)  $ 523,430

For the nine months ended September 30, 2018  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Net income  $ 309,166  $ 547,382  $ 162,058  $ (583,723)  $ 434,883
Other comprehensive income (loss)  5,499  —  (39,475)  —  (33,976)

Total comprehensive income  314,665  547,382  122,583  (583,723)  400,907
Less: Comprehensive income attributable to noncontrolling interest  —  —  —  (125,717)  (125,717)

Comprehensive income attributable to DaVita Inc.  $ 314,665  $ 547,382  $ 122,583  $ (709,440)  $ 275,190
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Condensed Consolidating Balance Sheets

As of September 30, 2019  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Cash and cash equivalents  $ 831,514  $ 213,635  $ 208,107  $ —  $ 1,253,256
Restricted cash and equivalents  —  14,444  89,441  —  103,885
Accounts receivable, net  —  1,221,169  680,056  —  1,901,225
Other current assets  161,548  455,616  123,188  —  740,352

Total current assets  993,062  1,904,864  1,100,792  —  3,998,718
Property and equipment, net  515,952  1,576,140  1,327,146  —  3,419,238
Operating lease right-of-use assets  103,621  1,592,472  1,085,195  —  2,781,288
Intangible assets, net  85  34,493  83,088  —  117,666
Investments in and advances to affiliates, net  10,465,104  7,110,581  3,074,784  (20,650,469)  —
Other long-term assets and investments  96,953  91,115  181,193  —  369,261
Goodwill  —  4,818,001  1,947,658  —  6,765,659

Total assets  $ 12,174,777  $ 17,127,666  $ 8,799,856  $ (20,650,469)  $ 17,451,830

Current liabilities  $ 313,934  $ 1,233,054  $ 659,652  $ —  $ 2,206,640
Intercompany liabilities, net  922,571  3,074,785  2,572,810  (6,570,166)  —
Long-term operating leases liabilities  131,743  1,508,343  1,042,039  —  2,682,125
Long-term debt and other long-term liabilities  7,746,653  664,470  343,360  —  8,754,483
Noncontrolling interests subject to put provisions  741,300  —  —  554,759  1,296,059
Total DaVita Inc. shareholders' equity  2,318,576  10,647,014  3,433,289  (14,080,303)  2,318,576
Noncontrolling interests not subject to put
provisions  —  —  748,706  (554,759)  193,947
Total equity  2,318,576  10,647,014  4,181,995  (14,635,062)  2,512,523

Total liabilities and equity  $ 12,174,777  $ 17,127,666  $ 8,799,856  $ (20,650,469)  $ 17,451,830
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As of December 31, 2018  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Cash and cash equivalents  $ 60,653  $ 1,232  $ 261,153  $ —  $ 323,038
Restricted cash and equivalents  1,005  12,048  79,329  —  92,382
Accounts receivable, net  —  1,204,122  654,486  —  1,858,608
Other current assets  37,185  565,974  157,407  —  760,566
Current assets held for sale  —  —  5,389,565  —  5,389,565

Total current assets  98,843  1,783,376  6,541,940  —  8,424,159
Property and equipment, net  491,462  1,584,321  1,317,886  —  3,393,669
Intangible assets, net  153  42,896  75,797  —  118,846
Investments in and advances to affiliates, net  13,522,198  6,196,801  2,498,545  (22,217,544)  —
Other long-term assets and investments  53,385  90,037  188,196  —  331,618
Goodwill  —  4,806,939  2,035,021  —  6,841,960

Total assets  $ 14,166,041  $ 14,504,370  $ 12,657,385  $ (22,217,544)  $ 19,110,252

Current liabilities  $ 1,945,943  $ 1,217,526  $ 483,933  $ —  $ 3,647,402
Current liabilities held for sale  —  —  1,243,759  —  1,243,759
Intercompany liabilities, net  —  2,498,545  6,161,292  (8,659,837)  —
Long-term debt and other long-term liabilities  7,918,581  687,443  580,028  —  9,186,052
Noncontrolling interests subject to put provisions  598,075  —  —  526,566  1,124,641
Total DaVita Inc. shareholders' equity  3,703,442  10,100,856  3,456,851  (13,557,707)  3,703,442
Noncontrolling interests not subject to put
provisions  —  —  731,522  (526,566)  204,956
Total equity  3,703,442  10,100,856  4,188,373  (14,084,273)  3,908,398

Total liabilities and equity  $ 14,166,041  $ 14,504,370  $ 12,657,385  $ (22,217,544)  $ 19,110,252
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DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

Condensed Consolidating Statements of Cash Flows

For the nine months ended September 30, 2019  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Cash flows provided by operating activities:           
Net income  $ 566,110  $ 554,258  $ 364,169  $ (766,205)  $ 718,332
Changes in operating assets and liabilities and non-cash
items included in net income  (336,223)  (74,600)  318,111  766,205  673,493
Net cash provided by operating activities  229,887  479,658  682,280  —  1,391,825
Cash flows provided by (used in) investing activities:           
Additions of property and equipment  (106,476)  (218,839)  (221,868)  —  (547,183)
Acquisitions  —  (11,832)  (65,516)  —  (77,348)
Proceeds (purchases) from asset and business sales  3,824,516  (244)  39,347  —  3,863,619
purchases from investment sales and other items, net  (94,322)  (7,474)  (3,267)  —  (105,063)
Net cash provided by (used in) investing activities  3,623,718  (238,389)  (251,304)  —  3,134,025
Cash flows used in financing activities:           
Long-term debt and related financing costs, net  (2,028,954)  (8,025)  (13,033)  —  (2,050,012)
Intercompany borrowings (payments)  785,450  (14,854)  (770,596)  —  —
Other items  (1,840,245)  (3,591)  (109,916)  —  (1,953,752)
Net cash used in financing activities  (3,083,749)  (26,470)  (893,545)  —  (4,003,764)
Effect of exchange rate changes on cash, cash
equivalents and restricted cash  —  —  (4,178)  —  (4,178)
Net increase (decrease) in cash, cash equivalents and
restricted cash  769,856  214,799  (466,747)  —  517,908
Less: Net decrease in cash, cash equivalents and restricted cash from
discontinued operations  —  —  (423,813)  —  (423,813)
Net increase (decrease) in cash, cash equivalents and restricted cash
from continuing operations  769,856  214,799  (42,934)  —  941,721
Cash, cash equivalents and restricted cash of continuing
operations at beginning of the year  61,658  13,280  340,482  —  415,420
Cash, cash equivalents and restricted cash of continuing
operations at end of the period  $ 831,514  $ 228,079  $ 297,548  $ —  $ 1,357,141
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DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

For the nine months ended September 30, 2018  DaVita Inc.  
Guarantor
subsidiaries  

Non-
Guarantor
subsidiaries  

Consolidating
adjustments  

Consolidated
total

Cash flows provided by operating activities:           
Net income  $ 309,166  $ 547,382  $ 162,058  $ (583,723)  $ 434,883
Changes in operating assets and liabilities and non-cash 
items included in net income  (235,558)  (104,179)  703,379  583,723  947,365
Net cash provided by operating activities  73,608  443,203  865,437  —  1,382,248
Cash flows used in investing activities:           
Additions of property and equipment  (124,585)  (296,028)  (285,046)  —  (705,659)
Acquisitions  —  (5,646)  (107,880)  —  (113,526)
Proceeds from asset and business sales  —  55,035  80,233  —  135,268
Proceeds (purchases) from investment sales and other items, net  32,345  (2,295)  (7,452)  —  22,598
Net cash used in investing activities  (92,240)  (248,934)  (320,145)  —  (661,319)
Cash flows provided by (used in) financing activities:           
Long-term debt and related financing costs, net  866,537  (8,601)  (12,100)  —  845,836
Intercompany borrowings (payments)  454,410  (174,148)  (280,262)  —  —
Other items  (1,154,921)  (18,713)  (95,541)  —  (1,269,175)
Net cash provided by (used in) financing activities  166,026  (201,462)  (387,903)  —  (423,339)
Effect of exchange rate changes on cash, cash
equivalents and restricted cash  —  —  (5,790)  —  (5,790)
Net increase (decrease) in cash, cash equivalents and restricted cash  147,394  (7,193)  151,599  —  291,800
Less: Net increase in cash, cash equivalents and restricted cash from
discontinued operations  —  —  270,565  —  270,565
Net increase (decrease) in cash, cash equivalents and restricted cash
from continuing operations  147,394  (7,193)  (118,966)  —  21,235
Cash, cash equivalents and restricted cash of continuing
operations at beginning of the year  150,307  19,963  348,650  —  518,920
Cash, cash equivalents and restricted cash of continuing
operations at end of the period  $ 297,701  $ 12,770  $ 229,684  $ —  $ 540,155
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DAVITA INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

24. Supplemental data

The following information is presented as supplemental data as required by the indentures governing the Company’s senior notes.

Prior to the DMG sale, the Company provided services to certain physician groups within its DMG business which, while consolidated in its financial
statements for financial reporting purposes, were not subsidiaries of nor owned by the Company, did not constitute “Subsidiaries” as defined in the indentures
governing our outstanding senior notes, and did not guarantee those senior notes. In addition, the Company operated under management agreements with these
physician groups pursuant to which it received management fees from these physician groups.

From and after June 19, 2019, these physician groups were no longer included in the Company's financial statements as they were deconsolidated upon the
sale of DMG to Optum.

Condensed Consolidating Statements of Income

For the nine months ended September 30, 2019  
Consolidated

Total  
Physician
Groups  

Unrestricted
Subsidiaries  

Company and
Restricted

Subsidiaries(1)

Patient service operating revenues  $ 8,150,386  $ —  $ —  $ 8,150,386
Provision for uncollectible accounts  (19,689)  —  —  (19,689)

Net patient service operating revenues  8,130,697  —  —  8,130,697
Other revenues  359,198  —  —  359,198
Total net operating revenues  8,489,895  —  —  8,489,895
Operating expenses  7,309,166  —  —  7,309,166
Operating income  1,180,729  —  —  1,180,729
Debt expense  (385,176)  —  —  (385,176)
Other income  17,863  —  —  17,863
Income tax expense  197,938  —  —  197,938
Net income from continuing operations  615,478  —  —  615,478
Net income from discontinued operations, net of tax  102,854  12,706  249  89,899
Net income  718,332  12,706  249  705,377
Less: Net income attributable to noncontrolling interests  (152,222)  (1,255)  —  (150,967)
Net income attributable to DaVita Inc.  $ 566,110  $ 11,451  $ 249  $ 554,410

(1) After elimination of the unrestricted subsidiaries and the physician groups.

Condensed Consolidating Statements of Comprehensive Income

For the nine months ended September 30, 2019  
Consolidated

Total  
Physician
Groups  

Unrestricted
Subsidiaries  

Company and
Restricted

Subsidiaries(1)

Net income  $ 718,332  $ 12,706  $ 249  $ 705,377
Other comprehensive income  (42,680)  —  —  (42,680)
Total comprehensive income  675,652  12,706  249  662,697
Less: Comprehensive income attributable to the noncontrolling
interests  (152,222)  (1,255)  —  (150,967)
Comprehensive income attributable to DaVita Inc.  $ 523,430  $ 11,451  $ 249  $ 511,730

 

 
(1) After elimination of the unrestricted subsidiaries and the physician groups.
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NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS—(continued)

(unaudited)
(dollars and shares in thousands, except per share data)

Condensed Consolidating Balance Sheets

As of September 30, 2019  
Consolidated

Total  
Physician
Groups  

Unrestricted
Subsidiaries  

Company and
Restricted

Subsidiaries(1)

Cash and cash equivalents  $ 1,253,256  $ —  $ —  $ 1,253,256
Restricted cash and equivalents  103,885  —  —  103,885
Accounts receivable, net  1,901,225  —  —  1,901,225
Other current assets  740,352  —  —  740,352

Total current assets  3,998,718  —  —  3,998,718
Property and equipment, net  3,419,238  —  —  3,419,238
Operating lease right-of-use assets  2,781,288  —  —  2,781,288
Amortizable intangibles, net  117,666  —  —  117,666
Other long-term assets  369,261  —  —  369,261
Goodwill  6,765,659  —  —  6,765,659

Total assets  $ 17,451,830  $ —  $ —  $ 17,451,830

Current liabilities  $ 2,206,640  $ —  $ —  $ 2,206,640
Long-term operating leases liabilities  2,682,125  —  —  2,682,125
Long-term debt and other long-term liabilities  8,754,483  —  —  8,754,483
Noncontrolling interests subject to put provisions  1,296,059  —  —  1,296,059
Total DaVita Inc. shareholders’ equity  2,318,576  —  —  2,318,576
Noncontrolling interests not subject to put provisions  193,947  —  —  193,947
Shareholders’ equity  2,512,523  —  —  2,512,523

Total liabilities and shareholder’s equity  $ 17,451,830  $ —  $ —  $ 17,451,830
 

 
(1) After elimination of the unrestricted subsidiaries and the physician groups.
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(unaudited)
(dollars and shares in thousands, except per share data)

Condensed Consolidating Statements of Cash Flows

For the nine months ended September 30, 2019  
Consolidated

Total  
Physician
Groups  

Unrestricted
Subsidiaries  

Company and
Restricted

Subsidiaries(1)

Cash flows from operating activities:         
Net income  $ 718,332  $ 12,706  $ 249  $ 705,377
Changes in operating and intercompany assets and liabilities and
non-cash items included in net income  673,493  (4,607)  (249)  678,349
Net cash provided by operating activities  1,391,825  8,099  —  1,383,726
Cash flows from investing activities:         
Additions of property and equipment  (547,183)  (846)  —  (546,337)
Acquisitions  (77,348)  —  —  (77,348)
Proceeds from asset and business sales  3,863,619  —  —  3,863,619
Investments and other items  (105,063)  (1,882)  —  (103,181)
Net cash provided by (used in) investing activities  3,134,025  (2,728)  —  3,136,753
Cash flows from financing activities:         
Long-term debt  (2,050,012)  —  —  (2,050,012)
Intercompany  —  (247,175)  —  247,175
Other items  (1,953,752)  —  —  (1,953,752)
Net cash used in financing activities  (4,003,764)  (247,175)  —  (3,756,589)
Effect of exchange rate changes on cash, cash equivalents and
restricted cash  (4,178)  —  —  (4,178)
Net increase (decrease) in cash, cash equivalents and restricted cash  517,908  (241,804)  —  759,712
Less: Net decrease in cash, cash equivalents and restricted cash from discontinued
operations  (423,813)  (241,804)  —  (182,009)
Net increase in cash, cash equivalents and restricted cash from continuing
operations  941,721  —  —  941,721
Cash, cash equivalents and restricted cash of continuing operations
at beginning of the year  415,420  —  —  415,420
Cash, cash equivalents and restricted cash of continuing operations
at end of the period  $ 1,357,141  $ —  $ —  $ 1,357,141

 
(1) After elimination of the unrestricted subsidiaries and the physician groups.
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Item 2.    Management’s Discussion and Analysis of Financial Condition and Results of Operations.

Forward-looking statements

This Quarterly Report on Form 10-Q, including this Management’s Discussion and Analysis of Financial Condition and Results of Operations, contains
statements that are forward-looking statements within the meaning of the federal securities laws. All statements in this report, other than statements of historical
fact, are forward-looking statements. Without limiting the foregoing, statements including the words "expect," "intend," "will," "plan," "anticipate," "believe,"
"forecast," "guidance," "outlook," "goals," and similar expressions are intended to identify forward-looking statements. These forward-looking statements include
but are not limited to statements regarding our future operations, financial condition and prospects, such as expectations for operating cash flow, estimated
charges and accruals, the development of new dialysis centers and dialysis center acquisitions or other new service offerings, government and commercial
payment rates, and our stock repurchase program. Our actual results and other events could differ materially from any forward-looking statements due to
numerous factors that involve substantial known and unknown risks and uncertainties. These risks and uncertainties include, among other things:

• the concentration of profits generated by higher-paying commercial payor plans for which there is continued downward pressure on average realized
payment rates, and a reduction in the number of patients under such plans, including as a result of restrictions or prohibitions on the use and/or availability
of charitable premium assistance, which may result in the loss of revenues or patients, or our making incorrect assumptions about how our patients will
respond to any change in financial assistance from charitable organizations;

• the extent to which the ongoing implementation of healthcare reform, or changes in or new legislation, regulations or guidance, enforcement thereof or
related litigation, and the extent to which such developments result in a reduction in coverage or reimbursement rates for our services, a reduction in the
number of patients enrolled in higher-paying commercial plans, or other material impacts to our business;

• a reduction in government payment rates under the Medicare End Stage Renal Disease program or other government-based programs and the impact of the
Medicare Advantage benchmark structure;

• risks arising from potential and proposed federal and/or state legislation, regulation, ballot, executive action or other initiatives, including such initiatives
related to healthcare and/or labor matters;

• the impact of the political environment and related developments on the current healthcare marketplace and on our business, including with respect to the
future of the Affordable Care Act, the exchanges and many other core aspects of the current health care marketplace;

• changes in pharmaceutical practice patterns, reimbursement and payment policies and processes, or pharmaceutical pricing, including with respect to
calcimimetics;

• legal and compliance risks, such as our continued compliance with complex government
regulations;

• continued increased competition from dialysis providers and others, and other potential marketplace
changes;

• our ability to maintain contracts with physician medical directors, changing affiliation models for physicians, and the emergence of new models of care
introduced by the government or private sector that may erode our patient base and reimbursement rates, such as accountable care organizations,
independent practice associations and integrated delivery systems;

• our ability to complete acquisitions, mergers or dispositions that we might announce or be considering, on terms favorable to us or at all, or to integrate and
successfully operate any business we may acquire or have acquired, or to successfully expand our operations and services in markets outside the United
States, or to businesses outside of dialysis;

• uncertainties related to potential payments and/or adjustments under certain provisions of the equity purchase agreement for the sale of our DaVita Medical
Group (DMG) business, such as post-closing adjustments and indemnification obligations;

• noncompliance by us or our business associates with any privacy or security laws or any security breach by us or a third party involving the
misappropriation, loss or other unauthorized use or disclosure of confidential information;

• the variability of our cash flows; the risk that we may not be able to generate sufficient cash in the future to service our indebtedness or to fund our other
liquidity needs; and the risk that we may not be able to refinance our indebtedness as it becomes due, on terms favorable to us or at all;
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• factors that may impact our ability to repurchase stock under our stock repurchase program and the timing of any such stock repurchases, as well as our use
of a considerable amount of available funds to repurchase stock;

• risks arising from the use of accounting estimates, judgments and interpretations in our financial
statements;

• impairment of our goodwill, investments or other
assets;

• uncertainties related to our use of the proceeds from the DMG sale transaction and other available funds, including external financing and cash flow from
operations, which may be or have been used in ways that we cannot assure will improve our results of operations or enhance the value of our common stock;
and

• uncertainties associated with the other risk factors set forth in our Quarterly Report on Form 10Q for the quarter ended June 30, 2019, as updated by Part
II, Item 1A. of this Quarterly Report on Form 10-Q, and the other risks and uncertainties discussed in any subsequent reports that we file or furnish with the
SEC from time to time.

The forward-looking statements should be considered in light of these risks and uncertainties. All forward-looking statements in this report are based solely
on information available to us on the date of this report. We undertake no obligation to publicly update or revise any forward-looking statements, whether as a
result of changed circumstances, new information, future events or otherwise.

The following should be read in conjunction with our condensed consolidated financial statements.
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Consolidated results of operations

We operate principally as a U.S. dialysis and related lab services business and also operate other various ancillary services and strategic initiatives,
including our international operations, and our corporate administrative support.

On June 19, 2019, we completed the sale of our DMG division to Collaborative Care Holdings, LLC (Optum), a subsidiary of UnitedHealth Group Inc. As a
result of this transaction, DMG's results of operations have been reported as discontinued operations for all periods presented and DMG is not included below in
this Management's Discussion and Analysis.

Our overall financial performance for the nine months ended September 30, 2019 as compared to the nine months ended September 30, 2018 benefited from
the following items:

• an increase in operating income due to an increase in our margin on calcimimetics, and

• a decrease in advocacy costs to counter certain union policy initiatives.

The following table is a summary of our consolidated operating results for the third quarter of 2019 compared with the prior sequential quarter and the same
quarter of 2018, as well as the nine months ended September 30, 2019 compared to the same period in 2018: 

 Three months ended  Nine months ended

 
September 30, 

2019
June 30, 

2019
September 30, 

2018  
September 30, 

2019  
September 30, 

2018

 (dollars in millions)

Revenues:                    
Dialysis and related lab patient
service revenues $ 2,781    $ 2,734    $ 2,671    $ 8,150    $ 7,980   
Provision for uncollectible
accounts (4)    (10)    (12)    (20)    (36)   
Net dialysis and related lab
patient service revenues 2,777    2,724    2,659    8,131    7,944   
Other revenues 127    119    189    359    639   

Total consolidated revenues 2,904  100 %  2,843  100 %  2,847  100%  8,490  100 %  8,584  100 %
Operating expenses and charges:                    

Patient care costs 1,991  69 %  1,958  69 %  2,064  72%  5,914  70 %  6,168  72 %
General and administrative 299  10 %  275  10 %  336  12%  825  10 %  867  10 %
Depreciation and amortization 156  5 %  152  5 %  146  5%  457  5 %  436  5 %
Equity investment (income) 
loss (4)  — %  (5)  —  4  —%  (11)  — %  (6)  — %
Provision for uncollectible
accounts —  — %  —  —  1  —%  —  — %  (7)  — %
Impairment of other assets —  — %  —  — %  6  —%  —  — %  17  — %
Goodwill impairment charges 84  3 %  —  — %  —  —%  125  1 %  3  — %
Loss (gain) on changes in 
ownership interests, net —  — %  —  — %  2  —%  —  — %  (32)  — %

Total operating expenses and
charges 2,526  87 %  2,381  84 %  2,558  90%  7,309  86 %  7,446  87 %
Operating income $ 378  13 %  $ 462  16 %  $ 289  10%  $ 1,181  14 %  $ 1,138  13 %

Certain columns, rows or percentages may not sum or recalculate due to the use of rounded numbers.
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The following table summarizes our consolidated revenues among our reportable segments:

 Three months ended  Nine months ended

 
September 30,

2019  
June 30, 

2019  
September 30,

2018  
September 30,

2019  
September 30,

2018

 (dollars in millions)

Revenues:          
U.S. dialysis and related lab services patient service
revenues $ 2,685  $ 2,642  $ 2,585  $ 7,875  $ 7,725
Provision for uncollectible accounts (4)  (10)  (13)  (20)  (37)

U.S. dialysis and related lab services net
patient service revenues 2,681  2,632  2,572  7,855  7,688

Other revenues 10  6  5  21  15
Total net U.S. dialysis and related lab services
revenues 2,691  2,637  2,577  7,876  7,703

Other—Ancillary services and strategic initiatives
other revenues 120  117  192  349  652
Other—Ancillary services and strategic initiatives
patient service revenues, net 128  122  112  368  320

Total net other—ancillary services and
strategic initiatives revenues 248  239  304  717  972

Elimination of intersegment revenues (36)  (34)  (34)  (104)  (92)
Consolidated revenues $ 2,904  $ 2,843  $ 2,847  $ 8,490  $ 8,584

Certain columns, rows or percentages may not sum or recalculate due to the use of rounded numbers.

The following table summarizes consolidated operating income and adjusted consolidated operating income:

 Three months ended  Nine months ended

 September 30, 2019  
June 30, 

2019  September 30, 2018  
September 30,

2019  
September 30,

2018

 (dollars in millions)

Operating income (loss):          
U.S. dialysis and related lab services $ 501  $ 499  $ 390  $ 1,417  $ 1,273
Other—Ancillary services and strategic initiatives (98)  (15)  (60)  (170)  (64)
Corporate administrative support (25)  (22)  (41)  (66)  (71)

Total consolidated operating income $ 378  $ 462  $ 289  $ 1,181  $ 1,138

Reconciliation of non-GAAP measures:          
Operating expenses:          

Goodwill impairment charges $ 84  $ —  $ —  $ 125  $ 3
Impairment of assets —  —  6  —  17
Restructuring charges —  —  11  —  11
Loss (gain) on changes in ownership interests,
net —  —  2  —  (32)

Equity investment loss:          
Loss due to impairments in APAC JV —  —  6  —  6

Adjusted consolidated operating income(1) $ 462  $ 462  $ 314  $ 1,306  $ 1,143

Certain columns or rows may not sum or recalculate due to the use of rounded numbers.

 

(1) For the periods presented in the table above adjusted operating income is defined as operating income before certain items which we do not believe are indicative of
ordinary results, including impairment charges, restructuring charges and net loss (gain) on changes in ownership interests. Adjusted operating income as so defined is a
non-GAAP measure and is not intended as a substitute for GAAP operating income. We have presented these adjusted amounts because management believes that these
presentations enhance a user’s understanding of our normal consolidated operating income by excluding certain items which we do not believe are indicative of our
ordinary results of operations. As a result, adjusting for these amounts allows for comparison to our normalized prior period results.
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Consolidated revenues

Consolidated revenues for the third quarter of 2019 increased by approximately $61 million, or 2.1%, as compared to the second quarter of 2019. This
increase was driven by an increase in our U.S. dialysis and related lab services revenues of approximately $54 million, primarily due to an increase in treatments,
partially offset by a decrease in our average dialysis and related lab services net revenue per treatment of less than $1, as described below. Consolidated revenues
also benefited from an increase of $9 million in our ancillary services and strategic initiatives revenues, primarily due to an increase in revenues related to our
international operations, as described below.

Consolidated revenues for the third quarter of 2019 increased by approximately $57 million, or 2.0%, as compared to the third quarter of 2018. This increase
was driven by an increase in our U.S. dialysis and related lab services revenues of approximately $114 million, principally due to an increase in treatments and an
increase in our average dialysis and related lab services net revenue per treatment of less than $1, as described below. Consolidated revenues were negatively
impacted by a decrease of approximately $56 million in our ancillary services and strategic initiatives revenues, primarily due to our pharmacy distribution ceasing
operations, partially offset by increases in revenues from DaVita Integrated Kidney Care (DaVita IKC) and our international operations, as described below.

Consolidated revenues for the nine months ended September 30, 2019 decreased by approximately $94 million, or 1.1%, as compared to the nine months
ended September 30, 2018. This decrease was driven by a decrease of approximately $255 million in our ancillary services and strategic initiatives revenues,
primarily due to our pharmacy distribution ceasing operations, a decrease in revenues at Vively Health (formally known as DaVita Health Solutions) and the sale
of our direct primary care business, partially offset by an increase in revenues from DaVita IKC and our international operations, as described below.
Consolidated revenues benefited from an increase in our U.S. dialysis and related lab services revenues of approximately $173 million, primarily due to volume
growth from additional treatments, partially offset by a decrease in our average dialysis and related lab services net revenue per treatment of approximately $2, as
described below.

Consolidated operating income

Consolidated operating income for the third quarter of 2019, which includes goodwill impairment charges of $84 million at our Germany reporting units,
decreased by approximately $84 million as compared to the second quarter of 2019. Excluding this item from the third quarter of 2019, adjusted consolidated
operating income for the third quarter of 2019 was relatively flat as compared to the second quarter of 2019 and included an increase in U.S. dialysis and related lab
services' operating income of $2 million and a decrease in adjusted operating losses in our ancillary and strategic initiatives of $1 million, offset by an increase in
expenses in our corporate administrative support of $3 million, each as further described below.

Consolidated operating income for the third quarter of 2019, which includes goodwill impairment charges of $84 million at our Germany reporting units,
increased by approximately $89 million as compared to the third quarter of 2018, which included restructuring charges of $11 million, other asset impairment
charges of $6 million, an equity investment loss of $6 million for goodwill impairments at our APAC JV and a net loss on changes in ownership interests of $2
million. Excluding these items from their respective periods, adjusted consolidated operating income for the third quarter of 2019 increased by approximately $148
million primarily due to an increase in our margin on calcimimetics and a decrease in advocacy costs, which were the primary drivers of our increase in operating
income in U.S. dialysis and related lab services of approximately $111 million. Adjusted operating income also benefited from a decrease in adjusted operating
losses in our ancillary and strategic initiatives of $21 million and a decrease in expenses in our corporate administrative support of $16 million, each as further
described below.

Consolidated operating income for the nine months ended September 30, 2019, which includes goodwill impairment charges of $125 million at our
Germany reporting units, increased by approximately $43 million as compared to the nine months ended September 30, 2018, which included a net gain on changes
in ownership interests of $32 million, other asset impairment charges of $17 million, restructuring charges of $11 million, an equity investment loss of $6 million
for goodwill impairments at our APAC JV and a goodwill impairment charge of $3 million. Excluding these items from their respective periods, adjusted
consolidated operating income for the nine months ended September 30, 2019 increased by approximately $163 million primarily due to an increase in our margin
on calcimimetics and a decrease in advocacy costs, which were the primary drivers of our increase in operating income in U.S. dialysis and related lab services of
approximately $144 million. Adjusted operating income also benefited from a decrease in adjusted operating losses in our ancillary and strategic initiatives of $13
million and a decrease in expenses in our corporate administrative support of $5 million, each as further described below.
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Currently, the oral and intravenous forms of calcimimetics are separately reimbursed and therefore are not part of the ESRD PPS bundled payment. CMS
has had delays in adjusting reimbursement as oral generic products have entered the market lowering the cost of products we acquire. We expect our average
revenue per treatment related to these pharmaceuticals to decline in future periods as CMS adjusts the reimbursement amount to more closely match the cost of
these pharmaceuticals in accordance with their rules. We therefore do not expect to continue to realize the same level of operating income from calcimimetics
beyond 2019.

U.S. dialysis and related lab services business

Results of operations 

 Three months ended  Nine months ended

 September 30, 2019  
June 30, 

2019  September 30, 2018  September 30, 2019  September 30, 2018

 (dollars in millions, except per treatment data)

Revenues:          
U.S. dialysis and related lab services patient 
service revenues $ 2,685  $ 2,642  $ 2,585  $ 7,875  $ 7,725
Provision for uncollectible accounts (4)  (10)  (13)  (20)  (37)

U.S. dialysis and related lab services net patient 
service revenues 2,681  2,632  2,572  7,855  7,688

Other revenues 10  6  5  21  15
Total U.S. dialysis and related lab services revenues 2,691  2,637  2,577  7,876  7,703

Operating expenses:          
Patient care costs 1,813  1,785  1,819  5,396  5,408
General and administrative 235  216  233  648  626
Depreciation and amortization 148  145  139  433  412
Equity investment income (5)  (7)  (4)  (17)  (15)
Total operating expenses 2,191  2,139  2,187  6,459  6,430

Operating income $ 501  $ 499  $ 390  $ 1,417  $ 1,273

Dialysis treatments 7,673,191  7,520,587  7,377,277  22,491,237  21,882,892
Average dialysis treatments per treatment day 97,129  96,418  94,580  96,281  93,717
Average dialysis and related lab services net revenue 
per treatment $ 349.41  $ 349.97  $ 348.62  $ 349.26  $ 351.33

Certain columns or rows may not sum or recalculate due to the use of rounded numbers.

Revenues

Dialysis and related lab services’ revenues for the third quarter of 2019 increased by approximately $54 million, or 2.0%, as compared to the second quarter
of 2019. This increase in dialysis and related lab services’ revenues was driven by an increase in treatments, principally due to one additional treatment day in the
third quarter of 2019 as compared to the second quarter of 2019, and volume growth from acquired and non-acquired treatment growth. This increase in treatments
was partially offset by a decrease in our average dialysis and related lab services' net revenue per treatment of less than $1. The decrease in our average net revenue
per treatment was primarily attributable to a decrease in our acute services' revenue due to a decline in volume, partially offset by an increase in average net
revenue per treatment due to seasonal administration of influenza vaccinations and an increase in volume related to calcimimetics.

Dialysis and related lab services’ revenues for the third quarter of 2019 increased by approximately $114 million, or 4.4%, as compared to the third quarter
of 2018. This increase in net revenues was principally driven by an increase in treatments due to one additional treatment day in the third quarter of 2019 as
compared to the third quarter of 2018 and volume growth from acquired and non-acquired treatment growth, as well as an increase in our average dialysis and
related lab services' net revenue per treatment of less than $1. The increase in net revenue per treatment was primarily driven by an increase in Medicare rates and
an increase in acute services' revenue, partially offset by a decrease in calcimimetics revenue due to a decline in rate.
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Dialysis and related lab services’ revenues for the nine months ended September 30, 2019 increased by approximately $173 million, or 2.2%, as compared to
the nine months ended September 30, 2018. This increase in net revenues was principally due to an increase in treatments driven by volume growth from acquired
and non-acquired treatment growth. These increases were partially offset by a decrease in our average dialysis and related lab services' net revenue per treatment of
approximately $2. The decrease in net revenue per treatment was driven by a decrease in calcimimetics revenue due to a decline in rate and a $36 million benefit
recognized in the nine months ended September 30, 2018 in Medicare bad debt revenue due to a policy election made under the new revenue standard to only apply
the new guidance to contracts that were not substantially completed as of January 1, 2018. These decreases in net revenue per treatment were partially offset by an
increase in acute services' revenue due to an increase in volume.

Operating expenses and charges

Patient care costs. Dialysis and related lab services’ patient care costs of approximately $236 per treatment for the third quarter of 2019 decreased by
approximately $1 per treatment as compared to the second quarter of 2019. This decrease was primarily related to a decrease in calcimimetics unit costs due to the
continued market transition to the oral generic form of the pharmaceutical and a decrease in travel expenses. These decreases were partially offset by increases in
benefit costs and in other direct operating expenses associated with our dialysis centers.

Dialysis and related lab services’ patient care costs per treatment for the third quarter of 2019 decreased by approximately $10 per treatment as compared to
the third quarter of 2018. This decrease was primarily related to decreases in calcimimetics unit costs due to the transition to the oral generic form of the
pharmaceutical, as well as decreases in other pharmaceutical unit costs and labor costs. These decreases were partially offset by an increase in other direct
operating expenses associated with our dialysis centers and an increase in benefit costs.

Dialysis and related lab services’ patient care costs per treatment for the nine months ended September 30, 2019 decreased by approximately $7 per
treatment as compared to the nine months ended September 30, 2018. This decrease was primarily related to a decrease in calcimimetics unit costs, as described
above, and a decrease in other pharmaceutical unit costs and utilization. These decreases were partially offset by increases in benefits costs and other direct
operating expenses associated with our dialysis centers.

General and administrative expenses. Dialysis and related lab services’ general and administrative expenses for the third quarter of 2019 increased by
approximately $19 million as compared to the second quarter of 2019. This increase was primarily related to an increase in long-term incentive compensation
expense driven by compensation plans based on operating income performance and an increase in professional fees.

Dialysis and related lab services’ general and administrative expenses for the third quarter of 2019 increased by approximately $2 million as compared to
the third quarter of 2018. This increase was primarily due to an increase in long-term incentive compensation expense, as described above, an increase in labor and
benefit costs and an increase in professional fees, primarily offset by a decrease in advocacy costs.

Dialysis and related lab services’ general and administrative expenses for the nine months ended September 30, 2019 increased by approximately $22
million as compared to the nine months ended September 30, 2018. This increase was primarily due to increases in labor and benefit costs, long-term incentive
compensation expense, as described above, and professional fees. These increases were partially offset by a decrease in advocacy costs and a reduction in asset
impairments related to expected center closures.

Depreciation and amortization. Depreciation and amortization for dialysis and related lab services for the third quarter of 2019 increased approximately $3
million as compared to the second quarter of 2019. This increase was primarily due to an increase in depreciation expense related to increases in information
technology and growth in newly developed centers.

Depreciation and amortization for dialysis and related lab services for the third quarter of 2019 increased approximately $9 million as compared to the third
quarter of 2018. This increase was primarily due to an increase in depreciation expense related to increases in information technology and growth in newly
developed centers and acquired centers, partially offset by a decrease due to a change in estimated useful lives for our dialysis machines.

Depreciation and amortization for dialysis and related lab services for the nine months ended September 30, 2019 increased approximately $21 million as
compared to the same period in 2018. The increase was primarily due to the same factors as described above.
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Equity investment income. Equity investment income for dialysis and related lab services for the third quarter of 2019 decreased approximately $2 million
as compared to the second quarter of 2019 primarily due to a decrease in results at our nonconsolidated joint ventures.

Equity investment income for dialysis and related lab services for the third quarter of 2019 increased approximately $1 million as compared to the third
quarter of 2018. This increase was primarily due to improved results at our nonconsolidated joint ventures.

Equity investment income for dialysis and related lab services for the nine months ended September 30, 2019 increased approximately $2 million as
compared to the same period in 2018 primarily due to improved results at our nonconsolidated joint ventures.

Segment operating income

Dialysis and related lab services’ operating income for the third quarter of 2019 increased by approximately $2 million as compared to the second quarter of
2019. Operating income increased primarily due to an increase in treatments, as described above, an increase in our margin on calcimimetics due to the continued
market transition to the generic form of the pharmaceutical and a decrease in travel expenses. Operating income was negatively impacted by a decrease in our
average dialysis and related lab services' net revenue per treatment of less than $1, as described above, as well as increases in other direct operating expenses
associated with our dialysis centers, long-term incentive compensation expense, professional fees and benefit costs.

Dialysis and related lab services’ operating income for the third quarter of 2019 increased by approximately $111 million as compared to the third quarter of
2018. This increase in operating income was principally due to an increase in treatments, an increase in our average dialysis and related lab services' net revenue
per treatment of less than $1 and an increase in our margin on calcimimetics, as described above. In addition, operating income benefited from decreases in other
pharmaceutical unit costs and advocacy costs. Operating income was negatively impacted by increases in other direct operating expenses associated with our
dialysis centers, long-term incentive compensation expense, benefit costs and professional fees.

Dialysis and related lab services’ operating income for the nine months ended September 30, 2019 increased by approximately $144 million as compared to
the nine months ended September 30, 2018. This increase in operating income was principally due to an increase in treatments and an increase in our margin on
calcimimetics, as described above, as well as decreases in advocacy costs and other pharmaceutical unit costs and utilization. Operating income was negatively
impacted by a decrease in our average dialysis and related lab services' net revenue per treatment of approximately $2, as described above, in addition to increases
in other direct operating expenses associated with our dialysis centers, labor and benefits costs, long-term compensation expense and professional fees.

Other—Ancillary services and strategic initiatives business

Our other operations include ancillary services and strategic initiatives which are primarily aligned with our core business of providing dialysis services to
our network of patients. As of September 30, 2019, these consisted primarily of disease management services, vascular access services, clinical research programs,
physician services, ESRD seamless care organizations and comprehensive care as well as our international operations. These businesses generated approximately
$248 million in revenues for the third quarter of 2019, representing approximately 8.4% of our consolidated revenues. We expect to add additional service offerings
to our business and pursue additional strategic initiatives in the future as circumstances warrant, which could include healthcare services not related to dialysis.

Any significant change in market conditions or business performance, or in the political, legislative or regulatory environment, may impact the economic
viability of any of our ancillary services or strategic initiatives, including our international operations. If any of these businesses are unsuccessful, it would have a
negative impact on our business, results of operations and financial condition, and we may decide to exit such line of business. We could incur significant
termination costs if we were to exit certain of these lines of business. In addition, we may incur a material write-off or an impairment of our investment, including
goodwill, in one or more of our ancillary services or strategic initiatives.

As of September 30, 2019, our international dialysis operations provided dialysis and administrative services through a total of 249 outpatient dialysis
centers located in nine countries outside of the United States.
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The following table reflects the results of operations for our ancillary services and strategic initiatives:

 Three months ended  Nine months ended

 September 30, 2019  
June 30, 

2019  September 30, 2018  
September 30,

2019  
September 30,

2018

 (dollars in millions)

U.S. revenues:          
Other revenues $ 118  $ 114  $ 191  $ 341  $ 649

Total 118  114  191  341  649
International revenues:          

Dialysis patient service revenues 128  122  112  368  320
Other revenues 2  3  1  8  3

Total 131  125  113  376  324
Total net revenues $ 248  $ 239  $ 304  $ 717  $ 972

Operating expenses and charges:          
Operating and other general expenses $ 262  $ 254  $ 357  $ 763  $ 1,049
Goodwill impairment charges 84  —  —  125  3
Impairment of other assets —  —  6  —  17
Loss (gain) on changes in ownership interests, net —  —  2  —  (32)

Total operating expenses and charges 346  254  364  888  1,037
Total ancillary services and strategic initiatives 
operating loss $ (98)  $ (15)  $ (60)  $ (170)  $ (64)

          
U.S. operating loss $ (15)  $ (16)  $ (50)  $ (45)  $ (51)

Impairment of other assets —  —  6  —  17
Restructuring charges —  —  11  —  11
Loss (gain) on changes in ownership interests, net —  —  2  —  (34)

Adjusted operating loss(1) $ (15)  $ (16)  $ (31)  $ (45)  $ (56)

          
International operating (loss) income $ (83)  $ 1  $ (10)  $ (125)  $ (13)
Reconciliation of non-GAAP:          

Operating expenses:          
Goodwill impairment charges 84  —  —  125  3
Loss on changes in ownership interests, net —  —  —  —  1

Equity investment loss:          
Equity investment loss related to APAC JV goodwill 
impairment —  —  6  —  6

Adjusted operating income (loss)(1) $ 1  $ 1  $ (4)  $ —  $ (3)
Total adjusted ancillary services and strategic
initiatives operating loss(1) $ (14)  $ (15)  $ (35)  $ (46)  $ (59)

Certain columns, rows or percentages may not sum or recalculate due to the use of rounded numbers.

 
(1) For the periods presented in the table above, adjusted operating loss is defined as operating loss before certain items which we do not believe are indicative of ordinary

results, including the effect of impairment charges, restructuring charges and net loss (gain) on changes in ownership interests. Adjusted operating loss as so defined is a
non-GAAP measure and is not intended as a substitute for GAAP operating loss. We have presented these adjusted amounts because management believes that these
presentations enhance a user’s understanding of our normal operating income by excluding certain items which we do not believe are indicative of our ordinary results of
operations. As a result, adjusting for these amounts allows for comparison to our normal prior period results.
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Revenues

Revenues from our ancillary services and strategic initiatives for the third quarter of 2019 increased by approximately $9 million, or 3.8%, as compared to
the second quarter of 2019. This increase was primarily due to an increase in revenues related to our international operations driven by approximately one
additional treatment day in the third quarter of 2019 as compared to the second quarter of 2019. Revenue also increased due to increases in revenues at DaVita IKC
and DaVita Clinical Research, partially offset by a decrease in revenues at our ESCO joint ventures.

Revenues from our ancillary services and strategic initiatives for the third quarter of 2019 decreased by approximately $56 million, or 18.4%, as compared
to the third quarter of 2018. This decrease was primarily due to our pharmacy distribution ceasing operations, partially offset by increases in revenues at DaVita
IKC, as well as our international operations due to one additional treatment day in the third quarter of 2019 as compared to the third quarter of 2018 and due to
acquired and non-acquired treatment growth.

Revenues from our ancillary services and strategic initiatives for the nine months ended September 30, 2019 decreased by approximately $255 million, or
26.2%, as compared to the nine months ended September 30, 2018. This decrease was primarily due to our pharmacy distribution ceasing operations as well as
decreases in revenues at Vively Health, and our direct primary care business due to the sale of this business in the second quarter of 2018. These decreases were
partially offset by increases in revenues at DaVita IKC, and our international operations due to acquired and non-acquired treatment growth.

Operating and general expenses

Ancillary services and strategic initiatives' operating and general expenses for the third quarter of 2019 increased by $8 million from the second quarter of
2019. This increase was primarily due to an increase in expenses associated with our international operations and an increase in medical costs at DaVita IKC.

Ancillary services and strategic initiatives' operating and general expenses for the third quarter of 2019 decreased by $95 million as compared to the third
quarter of 2018. This decrease was primarily due to our pharmacy distribution ceasing operations, decreases in restructuring charges related to our pharmacy
business of $11 million, and an equity investment loss of $6 million for goodwill impairments at our APAC JV recognized in the third quarter of 2018. These
decreases were partially offset by an increase in medical costs at DaVita IKC and an increase in expenses associated with our international operations.

Ancillary services and strategic initiatives' operating and general expenses for the nine months ended September 30, 2019 decreased by $286 million as
compared to the nine months ended September 30, 2018. This decrease was primarily due to our pharmacy distribution ceasing operations, a decrease in expenses
related to the sale of our direct primary care business in the second quarter of 2018, a decrease in expenses at DaVita Clinical Research, as well as decreases in
restructuring charges related to our pharmacy business of $11 million, and an equity investment loss of $6 million for goodwill impairments at our APAC JV
recognized in the nine months ended September 30, 2018. These decreases were partially offset by an increase in medical costs at DaVita IKC and an increase in
expenses associated with our international operations.

Goodwill impairment charges

During the first quarter of 2019, we recognized a $41 million goodwill impairment charge in our Germany kidney care business. This charge resulted
primarily from a change in relevant discount rates, as well as a decline in current and expected future patient census and an increase in first quarter and expected
future costs, principally due to wage increases expected to result from recently announced legislation.

During the third quarter of 2019, we recognized an incremental goodwill impairment charge of $79 million in our Germany kidney care business and a $5
million goodwill impairment charge in our German other health operations. The incremental charge recognized in the Germany kidney care business resulted from
changes and developments in our outlook for this business since our last assessment. These primarily concern developments in the business in response to evolving
market conditions and changes in our expected timing and ability to mitigate them.

During the nine months ended September 30, 2019, we recognized goodwill impairment charges of $125 million consisting of the charges described above.

We did not recognize any goodwill impairment charges during the third quarter of 2018 and recognized a goodwill impairment charge of $3 million at our
German other health operations during the nine months ended September 30, 2018.

See further discussion of these impairment charges and our reporting units that remain at risk of goodwill impairment in Note 7 to the condensed
consolidated financial statements.
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Segment operating losses

Ancillary services and strategic initiatives' operating loss for the third quarter of 2019, which includes goodwill impairment charges of $84 million at our
Germany reporting units, increased by approximately $83 million from the second quarter of 2019. Excluding this item from the third quarter of 2019, adjusted
operating losses decreased by $1 million, primarily due to an increase in DaVita Clinical Research operating results, partially offset by a decrease in operating
results at our ESCO joint ventures.

Ancillary services and strategic initiatives operating loss for the third quarter of 2019, which includes goodwill impairment charges of $84 million at our
Germany reporting units, increased by approximately $38 million from the third quarter of 2018, which included restructuring charges of $11 million, other asset
impairment charges of $6 million related to our pharmacy business, an equity investment loss of $6 million for goodwill impairments at our APAC JV and a loss
on changes in ownership interests of $2 million. Excluding these items from their respective periods, adjusted operating losses decreased by $21 million, primarily
due to a decrease in adjusted operating losses related to our pharmacy business, an increase in international adjusted operating results and an increase in DaVita
IKC operating results.

Ancillary services and strategic initiatives operating loss for the nine months ended September 30, 2019, which includes goodwill impairment charges of
$125 million at our Germany reporting units, increased by approximately $106 million from the nine months ended September 30, 2018, which included a net gain
on changes in ownership interests of $32 million, other asset impairment charges of $17 million, restructuring charges of $11 million, an equity investment loss of
$6 million for goodwill impairments at our APAC JV and a goodwill impairment charge of $3 million. Excluding these items from their respective periods,
adjusted operating losses decreased by $13 million, primarily due to a decrease in adjusted operating losses related to our pharmacy business and increases in
DaVita IKC and DaVita Clinical Research's operating results. These increases to adjusted operating income were partially offset by decreases in operating results
at Vively Health and at our ESCO joint ventures.

Corporate-level charges

Debt expense. Debt expense was $89 million in the third quarter of 2019, $132 million in the second quarter of 2019 and $126 million in the third quarter of
2018. Debt expense in the third quarter of 2019 decreased as compared to the second quarter of 2019 and as compared to the third quarter of 2018 primarily due to
a decrease in our average outstanding debt balance and a decrease in our average interest rate.

Debt expense was $352 million for the nine months ended September 30, 2019 as compared to $359 million for the same period in 2018, decreasing by $7
million primarily due to a decrease in our average outstanding debt balance as well as a decrease in our average interest rate.

Debt prepayment, refinancing and redemption charges. Debt prepayment, refinancing and redemption charges were $21 million and $33 million in the three
and nine months ended September 30, 2019, respectively, as a result of the repayment of all principal balances outstanding on our prior senior secured credit
facilities and the redemption of our 5.75% Senior Notes. The $21 million of such charges recognized in the third quarter of 2019 represented debt discount and
deferred financing cost write-offs associated with the portion of our prior senior secured debt that was paid in full in the third quarter of 2019, as well as
redemption charges on our 5.75% Senior Notes redeemed in the third quarter of 2019. The $12 million of such charges recognized in the second quarter of 2019
represented accelerated amortization of debt discount and deferred financing costs associated with the portion of our prior senior secured debt that was
mandatorily prepaid in or shortly after the second quarter of 2019 and prior extensions thereof.

Corporate administrative support. Corporate administrative support consists primarily of labor, benefits and long-term incentive compensation expense, as
well as professional fees for departments which provide support to all of our various operating lines of business, partially offset by internal management fees
charged to our other lines of business for that support.

Corporate administrative support costs were approximately $25 million in the third quarter of 2019, $22 million in the second quarter of 2019 and $41
million in the third quarter of 2018. Corporate administrative support costs increased in the third quarter of 2019 as compared to the second quarter of 2019
primarily due to an increase in long-term incentive compensation expense driven by operating income performance. Corporate administrative support costs in the
third quarter of 2019 decreased as compared to the same period of 2018 primarily due to a decrease in long-term incentive compensation expense resulting from
the adoption of a retirement policy for certain officers in the third quarter of 2018 that increased expense in that period and a reduction in internal management fees
charged to our pharmacy business which ceased operations.
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Corporate administrative support costs were approximately $66 million in the nine months ended September 30, 2019 as compared to $71 million for the
same period in 2018. The decrease in corporate administrative support costs was primarily due to a decrease in long-term incentive compensation expense resulting
from the adoption of a retirement policy for certain officers in the third quarter of 2018 that increased expense in that period and a reduction in internal
management fees charged to our pharmacy business which ceased operations.

Other income. Other income was $5 million for the third quarter of 2019, $6 million for the second quarter of 2019 and $4 million for the third quarter of
2018. The decrease in other income in the third quarter of 2019 as compared to the second quarter of 2019 was primarily due to an increase in foreign currency
losses, partially offset by an increase in interest income and a decrease in losses on the sale of investments in the third quarter of 2019. The increase in other
income for the third quarter of 2019 as compared to the third quarter of 2018 was primarily due to an increase in interest income, partially offset by an increase in
foreign currency losses.

Other income was approximately $18 million in the nine months ended September 30, 2019 as compared to $11 million for the same period in 2018. This
increase was primarily due to an increase in interest income.

Income taxes. The Company's effective income tax rate for continuing operations was 23.8% for the third quarter of 2019 as compared to 23.5% for the
second quarter of 2019 and 31.1% for the third quarter of 2018. The Company's effective income tax rate increased in the third quarter of 2019 as compared to the
second quarter of 2019 primarily due to goodwill impairment charges recognized during the third quarter of 2019, and decreased in the third quarter of 2019 as
compared to the third quarter of 2018 primarily due to the amount of nondeductible advocacy costs recognized in the third quarter of 2018 that did not recur in the
third quarter of 2019.

The Company's effective income tax rate for continuing operations was 24.3% for the nine months ended September 30, 2019 as compared to 26.2% for the
nine months ended September 30, 2018. This decrease was primarily due to the amount of nondeductible advocacy costs recognized in the nine months ended
September 30, 2018 as compared to the nine months ended September 30, 2019.

Noncontrolling interests. Net income attributable to noncontrolling interests was $58 million for the third quarter of 2019 as compared to $54 million for the
second quarter of 2019 and $40 million for the third quarter of 2018. The increase in net income attributable to noncontrolling interests in the third quarter of 2019
as compared to the second quarter of 2019 was primarily due to one additional treatment day in the third quarter of 2019 as compared to the second quarter of 2019
as well as improved operating margin due to calcimimetics which improved earnings in our joint ventures. The increase in net income attributable to
noncontrolling interests in the third quarter of 2019 as compared to the third quarter of 2018 was primarily due to improved earnings at certain joint ventures.

Net income attributable to noncontrolling interests was $152 million in the nine months ended September 30, 2019 as compared to $126 million for the
same period in 2018. This increase was primarily due to improved earnings at certain joint ventures.

Accounts receivable. Our consolidated accounts receivable balances at September 30, 2019 and December 31, 2018 were $1.901 billion and $1.859 billion,
respectively, which represented approximately 61 days and 62 days sales outstanding (DSO), respectively, net of allowance for uncollectible accounts. The
decrease in DSO was primarily due to improved collections related to certain payors. Our DSO calculation is based on the current quarter’s average revenues per
day. There were no significant changes during the third quarter of 2019 from the second quarter of 2019 in the amount of unreserved accounts receivable over one
year old or the amounts pending approval from third-party payors.
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Liquidity and capital resources

The following table shows the summary of our major sources and uses of cash, cash equivalents and restricted cash:

 Three months ended  Nine months ended

 
September 30,

2019  
September 30,

2018  
September 30,

2019  
September 30,

2018

 (dollars in millions)

Net cash provided by operating activities:        
Net income $ 202  $ (97)  $ 718  $ 435
Non-cash items 305  466  788  832
Working capital 141  88  (89)  108
Other (7)  —  (25)  8

 $ 641  $ 458  $ 1,392  $ 1,382

        
Net cash (used in) provided by investing activities:        

Capital expenditures:        
Routine maintenance/IT/other $ (84)  $ (101)  $ (245)  $ (316)
Development and relocations (90)  (131)  (302)  (390)

Acquisition expenditures (11)  (24)  (77)  (114)
Proceeds from sale of self-developed properties 12  7  38  33
DMG sale net proceeds received at closing, net
of DMG cash divested —  —  3,825  —
Other (96)  12  (105)  126

 $ (269)  $ (237)  $ 3,134  $ (661)

        
Net cash used in financing activities:        

Debt (payments) issuances, net $ (886)  $ 274  $ (2,050)  $ 846
Distributions to noncontrolling interest (61)  (46)  (157)  (140)
Contributions from noncontrolling interest 13  12  44  43
Other 5  (1)  (4)  (10)
Share repurchases (1,764)  (356)  (1,837)  (1,162)

 $ (2,693)  $ (117)  $ (4,004)  $ (423)

        
Total number of shares repurchased 30,591,750  4,849,051  32,651,726  16,844,067

Certain columns or rows may not sum or recalculate due to the use of rounded numbers.

Consolidated cash flows from operating activities during the third quarter of 2019 were $641 million, of which $648 million was from continuing
operations, compared with consolidated operating cash flows for the third quarter of 2018 of $458 million, of which $362 million was from continuing operations.
The increase in cash flow from continuing operations was primarily driven by an increase in operating income due to one additional treatment day in the third
quarter of 2019 as compared to the third quarter of 2018 and decreases in pharmaceutical and advocacy costs, partially offset by an increase in tax payments.

On August 12, 2019, we entered into a new senior secured credit agreement as described in Note 9 to the condensed consolidated financial statements. We
used the funds from the new senior secured credit facilities to pay off the remaining balances outstanding under our prior senior credit facilities, to redeem our
5.75% Senior Notes due in 2022 and to fund our tender offer (Tender Offer) and additional share repurchases as described in Note 14 to the condensed
consolidated financial statements. The remaining debt borrowings added cash to the balance sheet for potential future acquisitions, share repurchases and other
general corporate purposes.

Other significant changes in sources and uses of cash included net payments of $886 million towards debt in the third quarter of 2019. Net debt payments
primarily consisted of the principal prepayments totaling $4,042 million on our term debt under our prior senior secured credit facility and the redemption of all of
our outstanding 5.75% Senior Notes due in 2022 for an aggregate cash payment consisting of principal and redemption premium of $1,262 million, partially offset
by the funding of
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our term debt of $4,500 million under our new senior secured credit facility. In addition, we incurred deferred financing costs related to our new term debt and a
cap premium fee for our forward interest rate cap agreements. By comparison, the third quarter of 2018 included net advances of $274 million, which included a
$43 million draw on our prior Term Loan A-2 and net advances of $275 million on our prior revolving line of credit, net of scheduled principal payments on our
term debt under our prior senior secured credit facility. See further discussion in Note 9 to the condensed consolidated financial statements related to debt
activities. Cash flows used for share repurchases increased in the third quarter of 2019 as compared to the third quarter of 2018 primarily due to the Tender Offer.

Consolidated cash flows from operating activities during the nine months ended September 30, 2019 were $1,392 million, of which $1,295 million was from
continuing operations, compared with consolidated operating cash flows for the same period in 2018 of $1,382 million, of which $1,174 million was from
continuing operations. The increase in cash flow from continuing operations was primarily driven by an increase in operating income due to decreases in
pharmaceutical costs and advocacy costs, partially offset by funding of our 2018 401(k) match contribution in early 2019 and an increase in tax payments.

Other significant changes in sources and uses of cash during the nine months ended September 30, 2019 included the receipt of $4,465 million in
preliminary net cash proceeds from Optum at close of the DMG sale in the second quarter of 2019, or $3,825 million net of cash and restricted cash included in
DMG net assets sold, and net payments of $2,050 million towards debt in the nine months ended September 30, 2019. Net debt payments primarily consisted of the
prepayments of term debt under our prior senior secured credit facility totaling $5,142 million funded primarily by the net proceeds from the DMG sale. In
addition, we redeemed our outstanding 5.75% Senior Notes due in 2022 for an aggregate cash payment consisting of principal and redemption premium of $1,262
million, and made scheduled principal payments on our prior term loans. These were partially offset by the funding of our term debt of $4,500 million under our
new senior secured credit facility. In addition, we incurred deferred financing costs related to our new term debt and a cap premium fee for our forward interest
rate cap agreements. By comparison, the same period in 2018 included net advances of $846 million which included draws on our prior Term Loan A-2 of $995
million and deferred financing costs related to our prior Term Loan A-2, partially offset by scheduled principal payments on our prior term loans and a net
reduction on our prior revolving line of credit. See further discussion in Note 9 to the condensed consolidated financial statements related to debt activities. Cash
flows used for share repurchases increased in the nine months ended September 30, 2019 as compared to the same period of 2018 primarily due to the Tender
Offer.

As of September 30, 2019, we have an undrawn new revolving line of credit under our senior secured credit facilities of $1.0 billion, for which
approximately $13 million was committed for outstanding letters of credit. We also have approximately $60 million of outstanding letters of credit under a
separate bilateral secured letter of credit facility.

See Note 9 to the condensed consolidated financial statements for components of our long-term debt and their interest rates.

We believe that our cash flow from operations and other sources of liquidity, including from amounts available under our new credit facilities and our
access to the capital markets, will be sufficient to fund our scheduled debt service under the terms of our debt agreements and other obligations for the foreseeable
future, including the next 12 months. Our primary recurrent sources of liquidity are cash from operations and cash from borrowings.

The table below shows the growth in our dialysis operations by number of owned and operated dialysis centers:

  U.S. Dialysis Centers  International Dialysis Centers

  
Three months ended

September 30,  
Nine months ended 

September 30,  
Three months ended

September 30,  
Nine months ended 

September 30,

 2019  2018  2019  2018  2019  2018  2019  2018

Centers at beginning of period  2,723  2,580  2,664  2,510  248  253  241  237
Acquired  2  3  7  5  2  —  9  18
Developed  24  47  84  118  1  —  1  1
Managed and administrative,
net(1)  —  —  (1)  —  —  —  —  —
Sold and closed(2)  (3)  (1)  (6)  (2)  (1)  —  (1)  (2)
Closed(3)  (10)  (4)  (12)  (6)  —  —  —  —
APAC JV operated, net          (1)  (2)  (1)  (3)

Number of centers at end of period  2,736  2,625  2,736  2,625  249  251  249  251
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(1) Represents dialysis centers that we manage or provide administrative services for but in which we own a noncontrolling equity interest or which are wholly-owned by third

parties.
(2) Represents dialysis centers that were sold and/or closed for which patients were not retained.
(3) Represents dialysis centers that were closed for which the majority of patients were retained and transferred to one of our other existing outpatient dialysis centers.

Goodwill

During the first quarter of 2019, we recognized a $41 million goodwill impairment charge in our German kidney care business. This charge resulted
primarily from a change in relevant discount rates, as well as a decline in current and expected future patient census and an increase in first quarter and expected
future costs, principally due to wage increases expected to result from recently announced legislation.

During the third quarter of 2019, we recognized an incremental goodwill impairment charge of $79 million in our Germany kidney care business and a $5
million goodwill impairment charge in our German other health operations. The incremental charge recognized in the Germany kidney care business resulted from
changes and developments in our outlook for this business since our last assessment. These primarily concern developments in the business in response to evolving
market conditions and changes in our expected timing and ability to mitigate them.

During the nine months ended September 30, 2019, we recognized goodwill impairment charges of $125 million consisting of the charges described above.

We did not recognize any goodwill impairment charges during the third quarter of 2018 and recognized a goodwill impairment charge of $3 million at our
German other health operations during the nine months ended September 30, 2018.

See further discussion of these impairment charges and our reporting units that remain at risk of goodwill impairment in Note 7 to the condensed
consolidated financial statements.

Long-term incentive program (LTIP) compensation

During the nine months ended September 30, 2019, we granted 1,920,536 restricted and performance stock units with an aggregate grant-date fair value of
$96 million and a weighted-average expected life of approximately 3.4 years and 2,389,500 stock-settled stock appreciation rights with an aggregate grant-date fair
value of $34 million and a weighted-average expected life of approximately 4.0 years.

Long-term incentive compensation expense of $41 million in the third quarter of 2019 increased by approximately $13 million as compared to the second
quarter of 2019 primarily due to an increase in the ultimate expected payout of cash-based awards during the third quarter of 2019, which resulted from an increase
in expected adjusted operating income for the full year 2019, as well as a full quarter of expense on new stock-based awards in the third quarter of 2019 with only a
partial quarter of expense during the second quarter of 2019.

Long-term incentive compensation expense of $41 million in the third quarter of 2019 decreased by approximately $1 million as compared to the third
quarter of 2018 primarily due to the adoption of a retirement policy (Rule of 65 policy) during the third quarter of 2018 which resulted in a $14.7 million
modification charge and a net acceleration of expense of $8.8 million during the third quarter of 2018, partially offset by an increase in the ultimate expected
payout on cash-based awards during the third quarter of 2019, due to an increase in expected adjusted operating income for the full year 2019.

Long-term incentive compensation expense of $82 million for the nine months ended September 30, 2019 increased by approximately $8 million as
compared to the nine months ended September 30, 2018. This increase in long-term incentive compensation expense was primarily due to an increase in the
ultimate expected payout on cash-based awards during the nine months ended September 30, 2019, which resulted from an increase in expected adjusted operating
income for the full year 2019, partially offset by the adoption of the Rule of 65 policy during the nine months ended September 30, 2018 which resulted in a $14.7
million modification charge and a net acceleration of expense of $8.8 million during the nine months ended September 30, 2018.

As of September 30, 2019, there was $167 million in total estimated but unrecognized compensation expense for LTIP awards outstanding, including $152
million related to stock-based compensation arrangements under our equity compensation and employee stock purchase plans. We expect to recognize the
performance-based cash component of these LTIP expenses over a weighted average remaining period of 0.6 years and the stock-based component of these LTIP
expenses over a weighted average remaining period of 1.6 years.
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Stock repurchases

The following table summarizes our repurchases of our common stock during the three and nine months ended September 30, 2019.

 Three months ended September 30, 2019  Nine months ended September 30, 2019

 
Shares

repurchased  
Amount paid
(in millions)  

Average
amount  

Shares
repurchased  

Amount paid
(in millions)  

Average
amount

Tender Offer(1) 21,801,975  $ 1,234  $ 56.60  21,801,975  $ 1,234  $ 56.60
Open market repurchases 8,789,775  514  58.49  10,849,751  626  57.72
 30,591,750  $ 1,748  $ 57.14  32,651.726  $ 1,860  $ 56.97

 
(1) The amount paid for shares repurchased associated with the Company's Tender Offer during the three and nine months ended September 30, 2019 includes the clearing price of

$56.50 per share plus related fees and expenses of $2 million.

See further discussion in Note 14 to the condensed consolidated financial statements, which includes discussion of our $2.0 billion share repurchase
authorization that became effective as of the close of business on November 4, 2019.

Off-balance sheet arrangements and aggregate contractual obligations

In addition to the debt and lease obligations reflected on our balance sheet, we have commitments associated with letters of credit and potential obligations
associated with our equity investments in nonconsolidated businesses and to dialysis ventures that are wholly-owned by third parties. We have potential obligations
to purchase the equity interests held by third parties in several of our majority-owned joint ventures and other nonconsolidated entities. These obligations are in the
form of put provisions that are exercisable at the third-party owners’ discretion within specified periods as outlined in each specific put provision. If these put
provisions were exercised, we would be required to purchase the third-party owners’ equity interests at either the appraised fair market value or a predetermined
multiple of earnings or cash flows attributable to the equity interests put to us, which is intended to approximate fair value. The methodology we use to estimate the
fair values of noncontrolling interests subject to put provisions assumes the higher of either a liquidation value of net assets or an average multiple of earnings,
based on historical earnings, patient mix and other performance indicators that can affect future results, as well as other factors. The estimated fair values of
noncontrolling interests subject to put provisions are a critical accounting estimate that involves significant judgments and assumptions and may not be indicative
of the actual values at which the noncontrolling interests may ultimately be settled, which could vary significantly from our current estimates. The estimated fair
values of noncontrolling interests subject to put provisions can fluctuate and the implicit multiple of earnings at which these noncontrolling interests obligations
may be settled will vary significantly depending upon market conditions including, without limitation, potential purchasers’ access to the capital markets, which
can impact the level of competition for dialysis and non-dialysis related businesses, the economic performance of these businesses and the restricted marketability
of the third-party owners’ equity interests. The amount of noncontrolling interests subject to put provisions that employ a contractually predetermined multiple of
earnings rather than fair value are immaterial.

We also have certain other potential commitments to provide operating capital to several dialysis ventures that are wholly-owned by third parties or
businesses in which we maintain a noncontrolling equity interest as well as to physician-owned vascular access clinics or medical practices that we operate under
management and administrative services agreements.
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The following is a summary of these contractual obligations and commitments as of September 30, 2019 (in millions):

 
Remainder of

2019  
1-3

years  
4-5

years  
After

5 years  Total

Potential cash requirements under other commitments:          
Letters of credit $ 73  $ —  $ —  $ —  $ 73
Noncontrolling interests subject to put provisions 875  196  106  119  1,296
Non-owned and minority owned put provisions 3  43  —  —  46
Operating capital advances —  3  1  3  7
Purchase commitments 80  1,026  —  —  1,106

 $ 1,031  $ 1,268  $ 107  $ 122  $ 2,528

See Note 9 and Note 10 to the condensed consolidated financial statements for components of our long-term debt and leases and related interest rates.

We have an agreement with Fresenius Medical Care (FMC) to purchase a certain amount of dialysis equipment, parts and supplies from FMC through
December 31, 2020.

We also have an agreement with Baxter Healthcare Corporation (Baxter) that commits us to purchase a certain amount of hemodialysis and peritoneal
dialysis supplies at fixed prices through 2022.

Our total expenditures for the nine months ended September 30, 2019 on such products for FMC was approximately 2.5% and for Baxter was 1.6% of our
total U.S. dialysis and related lab services operating costs. The actual amount of such purchases in future years will depend upon a number of factors, including,
without limitation, the operating requirements of our centers, the number of centers we acquire and growth of our existing centers.

In addition to the commitments listed above, in 2017 we entered into a Sourcing and Supply Agreement with Amgen USA Inc. (Amgen) that expires on
December 31, 2022. Under the terms of this agreement, we will purchase EPO in amounts necessary to meet no less than 90% of our requirements for
erythropoiesis stimulating agents (ESAs) through the expiration of the contract with Amgen. The actual amount of EPO that we will purchase will depend upon the
amount of EPO administered during dialysis as prescribed by physicians and the overall number of patients that we serve.

Settlements of existing income tax liabilities for unrecognized tax benefits of approximately $64 million, including interest, penalties and other long-term
tax liabilities, are excluded from the table above as reasonably reliable estimates of their timing cannot be made.

Supplemental Information Concerning Certain Physician Groups and Unrestricted Subsidiaries

The following information is presented as supplemental data as required by the indentures governing the Company’s senior notes.

Prior to the DMG sale, we provided services to certain physician groups within our DMG business which, while consolidated in our financial statements for
financial reporting purposes, were not subsidiaries of nor owned by us, did not constitute “Subsidiaries” as defined in the indentures governing our outstanding
senior notes, and did not guarantee those senior notes. In addition, we operated under management agreements with these physician groups pursuant to which we
received management fees from these physician groups.

From and after September 30, 2019, these physician groups were no longer included in our financial statements as they were deconsolidated with the sale of
DMG to Optum. As a result, our consolidated assets, other liabilities, and indebtedness were no longer affected by consolidation of these physician groups. If these
physician groups had not been consolidated in our financial statements during 2019, our consolidated net income would have been reduced by approximately $11
million for the nine months ended September 30, 2019. However, our consolidated total net revenues and consolidated operating income would have remained
approximately $8.490 billion and $1.181 billion, respectively, since these DMG-related physician groups were all included in discontinued operations during the
nine months ended September 30, 2019.

In addition, the DMG business owned a 67% equity interest in California Medical Group Insurance (CMGI), which prior to the sale of DMG was an
Unrestricted Subsidiary under the indentures governing our outstanding senior notes, and did not guarantee those senior notes. DMG's equity interest in CMGI was
accounted for under the equity method of accounting, meaning that, although CMGI was not consolidated in our financial statements for financial reporting
purposes, our
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consolidated income statement reflected our pro-rata share of CMGI’s net income within net loss from discontinued operations for periods prior to the DMG sale.

For the nine months ended September 30, 2019, if DMG's equity investment income attributable to CMGI were excluded, our consolidated net income
would be lower by approximately $249 thousand. See Note 24 to the condensed consolidated financial statements for further details.

New Accounting Standards

See discussion of new accounting standards in Note 22 to the condensed consolidated financial statements.
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Item 3.     Quantitative and Qualitative Disclosures about Market Risk

Interest rate sensitivity

During the third quarter of 2019, we entered into a new senior secured credit agreement as described in Note 9 to the condensed consolidated financial
statements. The tables below provide information about our financial instruments that are sensitive to changes in interest rates. The table below presents principal
repayments and current weighted average interest rates on our debt obligations as of September 30, 2019. The variable rates presented reflect the weighted average
LIBOR rates in effect for all debt tranches plus interest rate margins in effect as of September 30, 2019. The new Term Loan A margin in effect at September 30,
2019 is 1.50%, and along with the new revolving line of credit, is subject to adjustment depending upon changes in our leverage ratio. The new Term Loan B bears
interest at LIBOR plus an interest rate margin of 2.25%. 

                 

Average interest
rate

  

 Expected maturity date       Fair
Value 2019  2020  2021  2022  2023  2024  Thereafter  Total   

 (dollars in millions)         

Long term debt:                    
Fixed rate $ 11  $ 32  $ 26  $ 29  $ 42  $ 1,777  $ 1,721  $ 3,638  5.11%  $ 3,657
Variable rate $ 19  $ 97  $ 127  $ 140  $ 182  $ 1,395  $ 2,614  $ 4,574  4.31%  $ 4,594

 Notional
Amount

 Contract maturity date      Fair
Value  2019  2020  2021  2022  2023  Thereafter  Receive variable  

 (dollars in millions)       

2015 cap agreements $ 3,500  $ —  $ 3,500  $ —  $ —  $ —  —  LIBOR above 3.5%  $ —
2019 cap agreements $ 3,500  $ —  $ —  $ —  $ —  $ —  $ 3,500  LIBOR above 2.0%  $ 20.6

There has been no material change in the nature of the Company's foreign currency exchange risks described in Item 7A of our consolidated financial
statements included in the 10-K for the year ended December 31, 2018.

Item 4.     Controls and Procedures

Management has established and maintains disclosure controls and procedures designed to ensure that information required to be disclosed in the reports
that it files or submits pursuant to the Securities Exchange Act of 1934, as amended (Exchange Act), is recorded, processed, summarized and reported within the
time periods specified in the Securities and Exchange Commission’s rules and forms, and that such information is accumulated and communicated to the
Company’s management, including its Chief Executive Officer and Chief Financial Officer, as appropriate, to allow for timely decisions regarding required
disclosures.

At the end of the period covered by this report, we carried out an evaluation, under the supervision and with the participation of the Company’s Chief
Executive Officer and Chief Financial Officer, of the effectiveness of the design and operation of our disclosure controls and procedures in accordance with the
Exchange Act requirements. Based upon that evaluation, the Chief Executive Officer and Chief Financial Officer concluded that the Company’s disclosure
controls and procedures are effective for timely identification and review of material information required to be included in the Company’s Exchange Act reports,
including this report. Management recognizes that these controls and procedures can provide only reasonable assurance of desired outcomes, and that estimates
and judgments are still inherent in the process of maintaining effective controls and procedures.

Beginning January 1, 2019, we adopted FASB Accounting Standards Codification Topic 842, Leases. As a result of adopting this new standard, we
implemented new business processes and related control activities in order to maintain appropriate controls over financial reporting. There was no other change in
our internal control over financial reporting that was identified during the evaluation that occurred during the fiscal quarter covered by this report that has
materially affected, or is reasonably likely to materially affect, the Company’s internal control over financial reporting.
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PART II.

OTHER INFORMATION

Item 1.    Legal Proceedings

The information required by this Part II, Item 1 is incorporated herein by reference to the information set forth under the caption “Contingencies” in Note
11 to the condensed consolidated financial statements included in this report.

Item 1A. Risk Factors

In addition to the following risk factors and the other information set forth in this Quarterly Report on Form 10-Q, you should carefully consider the risk
factors discussed in Part II, Item 1A. Risk Factors of our Quarterly Report on Form 10-Q for the quarter ended June 30, 2019 (our Q2 Form 10-Q), which could
materially affect our business, financial condition, results of operations or future results. The risks and uncertainties discussed below and in our Q2 Form 10-Q
are not the only ones facing our business. Other than the risk factors set forth below, there have been no material charges in the risk factors described in our Q2
Form 10-Q. Please also read the cautionary notice regarding forward-looking statements in Part I, Item 2 of this Quarterly Report on Form 10-Q under the
heading "Management's Discussion and Analysis of Financial Condition and Results of Operations."

If we fail to adhere to all of the complex government laws, regulations and requirements that apply to our business, we could suffer severe consequences
that could have a material adverse effect on our business, results of operations, financial condition and cash flows, and could materially harm our
reputation and stock price.

We operate in a complex regulatory environment with an extensive and evolving set of federal, state and local government laws, regulations and
requirements. These laws, regulations and requirements are promulgated and overseen by a number of different legislative, administrative, regulatory, and quasi-
regulatory bodies, each of which may have varying interpretations, judgments or related guidance. As such, we utilize considerable resources on an ongoing basis
to monitor, assess and respond to applicable legislative, regulatory and administrative requirements, but there is no guarantee that we will be successful in our
efforts to adhere to all of these requirements. Laws, regulations and requirements that apply to or impact our business include, but are not limited to:

• Medicare and Medicaid reimbursement statutes, rules and regulations (including, but not limited to, manual provisions, local coverage determinations,
national coverage determinations, payment schedules and agency guidance);

• federal and state anti-kickback laws, including, without limitation, any applicable exceptions or regulatory safe harbors
thereunder;

• the Physician Self-Referral Law (the Stark Law) and analogous state self-referral prohibition
laws;

• the 21st Century Cures
Act;

• Federal Acquisition Regulations;

• the False Claims Act (FCA) and associated
regulations;

• the Civil Monetary Penalty statute (CMP) and associated
regulations;

• the Foreign Corrupt Practices Act
(FCPA);

• Medicare provider requirements, including requirements associated with providing and updating certain information about the Medicare entity and its
direct and indirect affiliates;

• antitrust and competition laws and regulations;
and

• federal and state laws regarding the collection, use and disclosure of patient health information (e.g., Health Insurance Portability and Accountability
Act of 1996 (HIPAA)) and the storage, handling, shipment, disposal and/or dispensing of pharmaceuticals and blood products and other biological
materials.

In addition, on October 9, 2019, the U.S. Department of Health and Human Services, Office of Inspector General (OIG) and the Centers for Medicare &
Medicaid Services (CMS) released a pair of proposed rules that, if adopted, would change the Federal Anti-Kickback Statute (AKS), CMP and Stark Law
regulations to promote certain value-based and coordinated care arrangements. The proposed rules are subject to a 75-day comment period following publication
in the Federal Register and remain subject to change until the publication of any final rules, the date and content of which are currently unknown.
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We are also subject to a five-year Corporate Integrity Agreement (CIA). The term of the CIA expired on October 22, 2019, and the Company is in the
process of working with the independent monitor and OIG to close out the review of the final annual reports by the independent monitor and the Company. The
CIA imposed a number of additional requirements upon us and, for our domestic dialysis business, required us to report probable violations of criminal, civil or
administrative laws applicable to any federal healthcare program for which penalties, sanctions or exclusions may be authorized under applicable healthcare laws
and regulations. We expect to continue to incur costs related to CIA compliance, and until OIG closes out the CIA following review of the aforementioned final
annual reports, OIG retains the right to impose penalties, sanctions and other consequences on us under the CIA, including, without limitation, potential exclusion
from federal healthcare programs. Any future penalties, sanctions or other consequences under the CIA or otherwise could be more severe in circumstances in
which OIG or a similar regulatory authority determines that we have repeatedly failed to comply with applicable laws, regulations or requirements. For additional
information regarding our CIA, see the risk factor under the heading "If we fail to comply with our Corporate Integrity Agreement, we could be subject to
substantial penalties and exclusion from participation in federal healthcare programs that could have a material adverse effect on our business, results of
operations, financial condition and cash flows and could materially harm our reputation" in Part II, Item 1A in our Q2 Form 10-Q.

If any of our operations are found to violate these or other laws, regulations or requirements, we could suffer severe consequences that would have a
material adverse effect on our business, results of operations, financial condition and cash flows, and could materially harm our reputation and stock price,
including, among others:

• Loss of required certifications or suspension or exclusion from or termination of our participation in government payment
programs;

• Refunds of amounts received in violation of law or applicable payment program requirements dating back to the applicable statute of limitation
periods;

• Loss of licenses required to operate healthcare facilities or administer pharmaceuticals in the states in which we
operate;

• Reductions in payment rates or coverage for dialysis and ancillary services and
pharmaceuticals;

• Criminal or civil liability, fines, damages or monetary penalties, which could be
material;

• Enforcement actions, investigations, or audits by governmental agencies and/or state law claims for monetary damages by patients who believe their
protected health information (PHI) has been used, disclosed or not properly safeguarded in violation of federal or state patient privacy laws, including,
among others, HIPAA and the Privacy Act of 1974;

• Mandated changes to our practices or procedures that significantly increase operating expenses that could subject us to ongoing audits and reporting
requirements as well as increased scrutiny of our billing and business practices which could lead to potential fines, among other things;

• Termination of various relationships and/or contracts related to our business, such as joint venture arrangements, medical director agreements, real
estate leases and consulting agreements with physicians; and

• Harm to our reputation which could negatively impact our business relationships, affect our ability to attract and retain patients, physicians and
teammates, affect our ability to obtain financing and decrease access to new business opportunities, among other things.

See Note 11 to the condensed consolidated financial statements included in this report for further details regarding the pending legal proceedings and
regulatory matters to which we are or may be subject from time to time, any of which may include allegations of violations of applicable laws, regulations and
requirements.

Changes in federal and state healthcare legislation or regulations could have a material adverse effect on our business, results of operations, financial
condition and cash flows.

The extensive federal and state laws, regulations and requirements that govern our business may continue to change over time, and there is no assurance that
we will be able to accurately predict the nature, timing or extent of such changes or the impact of such changes on the markets in which we conduct business or on
the other participants that operate in those markets.

For example, the regulatory framework of the Patient Protection and Affordable Care Act and the Health Care Reconciliation Act of 2010, as amended
(ACA), and other healthcare reforms continues to evolve as a result of executive, legislative, regulatory and administrative developments and judicial proceedings.
As such, there remains considerable uncertainty surrounding the continued implementation of the ACA and what similar healthcare reform measures or other
changes might be enacted at the federal and/or state level. While legislative attempts to completely repeal the ACA have been
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unsuccessful to date, there have been multiple attempts to repeal or amend the ACA through legislative action and legal challenges. For example, in December
2017, the Tax Cuts and Jobs Act of 2017 was signed into law which, among other things, repealed the penalty under ACA's individual mandate, which had
required individuals to pay a fee if they failed to obtain a qualifying health insurance plan. In December 2018, a federal district court in Texas ruled the individual
mandate was unconstitutional and inseverable from the ACA. As a result, the court ruled the remaining provisions of the ACA were also invalid, though the court
declined to issue a preliminary injunction with respect to the ACA. The district court's ruling has been appealed to the U.S. Court of Appeals for the Fifth Circuit,
and the ruling has been stayed pending the outcome of the appeal. On July 9, 2019, the U.S. Court of Appeals for the Fifth Circuit heard oral arguments on the
appeal. It remains unclear whether the court's ruling ultimately will be upheld by appellate courts.

While there may be significant changes to the healthcare environment in the future, including, without limitation, as a result of potential changes to the
political environment in connection with the upcoming election year or otherwise, the specific changes and their timing are not yet apparent. Nevertheless,
previously enacted reforms and future changes, including among others, any changes in legislation, regulation or market conditions in connection with the
upcoming election years, could have a material adverse effect on our business, results of operations, financial condition and cash flows. For example, our revenue
levels are sensitive to the percentage of our patients with higher-paying commercial health insurance, and as such, legislative, regulatory or other changes that
decrease the accessibility and availability, including the duration, of commercial insurance may have a material adverse impact on our business. The ACA's health
insurance exchanges, which provide a marketplace for eligible individuals and small employers to purchase health insurance, initially increased the accessibility
and availability of commercial insurance. However, certain legislative developments, such as the repeal of the individual mandate described above, have adversely
impacted the risk pool in certain exchange markets, and the nature and extent of commercial payor participation in the exchanges has fluctuated as a result. Other
proposed legislative developments or administrative decisions, such as moving to a universal health insurance or "single payor" system whereby health insurance
is provided to all Americans by the government under government programs, or lowering or eliminating the cost-sharing reduction subsidies under the ACA, could
impact the percentage of our patients with higher-paying commercial health insurance, impact the scope of coverage under commercial health plans and increase
our expenses, among other things. Although we cannot predict the short- or long-term effects of legislative or regulatory changes or the potential outcome or
impact of the upcoming elections, we believe that future market changes could result in more restrictive commercial plans with lower reimbursement rates or
higher deductibles and co-payments that patients may not be able to pay. To the extent that changes in statutes, regulations or related guidance or changes in other
market conditions result in a reduction in the percentage of our patients with commercial insurance, limit the scope or nature of coverage through the exchanges or
other health insurance programs or otherwise reduce reimbursement rates for our services from commercial and/or government payors, it could have a material
adverse effect on our business, results of operations, financial condition and cash flows. For additional information on the impact of legislative or regulatory
changes on the percentage of our patients with commercial insurance, see the risk factor under the heading "If the number of patients with higher-paying
commercial insurance declines, it could have a material adverse effect on our business, results of operations, financial condition and cash flows" in Part II, Item
1A in our Q2 Form 10-Q.

The ACA also added several new tax provisions that, among other things, impose various fees and excise taxes, and limit compensation deductions for
health insurance providers and their affiliates. These rules could negatively impact our cash flow and tax liabilities. In addition, the ACA broadened the potential
for penalties under the FCA for the knowing and improper retention of overpayments collected from government payors and reduced the timeline to file Medicare
claims. Failure to timely identify, quantify and return overpayments may result in significant penalties, which could have a material adverse effect on our business,
results of operations, financial condition, cash flows and reputation. Failure to file a claim within the one year window could result in payments denials, adversely
affecting our business, results of operations, financial condition and cash flows.

In addition to the ACA, changing legislation has led and may continue to lead to the emergence of new models of care and other initiatives in both the
government and private sector. Any failure on our part to adequately implement strategic initiatives to adjust to these marketplace developments could have a
material adverse impact on our business. For example, a July 10, 2019 executive order related to kidney care directed CMS to create payment models to evaluate
the effects of creating payment incentives for the greater use of home dialysis and kidney transplants for those already on dialysis. CMS subsequently announced
the ESRD Treatment Choices (ETC) mandatory payment model, which will be administered through the CMS Innovation Center (CMMI) and is proposed to
launch in 50% of dialysis clinics across the country beginning in 2020. Under the proposed rule, which was subject to a comment period that ended in September
2019, CMS would select ESRD facilities and clinicians to participate in the model according to their location in randomly selected geographic areas and would
require participation to minimize the potential for selection effect. We are in the early stages of assessing the potential impact of the ETC mandatory payment
model, but we believe that if launched as proposed, the ETC model would negatively impact Medicare coverage and/or payment for ESRD claims. With home
dialysis as a focus of the ETC model and the industry generally, any failure to adequately implement our growth strategy or offer or build on our abilities to offer
home dialysis
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options, to the extent such failure results in a significant reduction in the number of our patients, could have a material adverse impact on our business, results of
operation, financial condition and cash flows.

In connection with the executive order, CMS also announced the implementation of four voluntary payment models designed to help healthcare providers
reduce the cost and improve the quality of care for patients with late-stage chronic kidney disease and ESRD. CMS has stated these payment models are aimed to
prevent or delay the need for dialysis and encourage kidney transplantation. These payment models also are currently scheduled to be launched in 2020. In October
2019, CMS released initial guidance around the voluntary payment models, and we expect additional guidance in the coming months. We are in the early stages of
evaluating the voluntary payment models.

In addition, CMMI is currently working with various healthcare providers to develop, refine and implement Accountable Care Organizations (ACOs) and
other innovative models of care for Medicare and Medicaid beneficiaries, including, without limitation, the Comprehensive ESRD Care Model (CEC Model)
(which includes the development of end stage renal disease (ESRD) Seamless Care Organizations), the Duals Demonstration, and other models. We are currently
participating in the CEC Model with CMMI, including with organizations in Arizona, Florida, and adjacent markets in New Jersey and Pennsylvania. Our U.S.
dialysis business may choose to participate in additional models either as a partner with other providers or independently. Even in areas where we are not directly
participating in these or other CMMI models, some of our patients may be assigned to an ACO, another ESRD Care Model, or another program, in which case the
quality and cost of care that we furnish will be included in an ACO's, another ESRD Care Model's, or other program's calculations.

In addition to the aforementioned new models of care, federal bipartisan legislation related to full capitation demonstration for ESRD was proposed in late
2017. Legislation, which has yet to secure introduction to the 116th Congress, would build on prior coordinated care models, such as the CEC Model, and would
establish a demonstration program for the provision of integrated care to Medicare ESRD patients. We have made and continue to make investments in building our
integrated care capabilities, but there can be no assurances that initiatives such as this or similar legislation will be introduced or passed into law. If such legislation
is passed, there can be no assurances that we will be able to successfully execute on the required strategic initiatives that would allow us to provide a competitive
and successful integrated care program on the broader scale contemplated by this legislation, and in the desired timeframe. Additionally, the ultimate terms and
conditions of any such potential legislation remain unclear-for example, our costs of care could exceed our associated reimbursement rates under such legislation.
The new and evolving landscape for integrated kidney care also has led to opportunities with relative ease of entry for certain smaller and/or non-traditional
providers, and we may be competing for patients in an asymmetrical environment with respect to data and/or regulatory requirements given our status as an ESRD
service provider. For additional detail on our evolving competitive environment, see the risk factor under the heading "If we are unable to compete successfully,
including, without limitation, implementing our growth strategy and/or retaining patients and physicians willing to serve as medical directors, it could materially
adversely affect our business, results of operations, financial condition and cash flows" in Part II, Item 1A in our Q2 Form 10-Q. In general, if we are unable to
efficiently adjust to these and other new models of care, it may, among other things, erode our patient base or reimbursement rates, which could have a material
adverse impact on our business, results of operation, financial condition and cash flows.

There have also been several state initiatives to limit payments to dialysis providers or impose other burdensome operational requirements. For example, on
October 24, 2019, the Service Employees International Union - United Healthcare Workers West (SEIU) proposed a California statewide ballot initiative for the
November 2020 election that seeks to impose certain regulatory requirements on dialysis clinics, including requirements related to physician staffing levels,
clinical reporting, clinical treatment options and the ability to make decisions on closing or reducing services for dialysis clinics. We expect to incur costs in
connection with this new proposal, should it become eligible for the November 2020 election, and other potential ballot initiatives-and these costs may be
substantial. Similar initiatives were also proposed in Ohio and Arizona in the 2018 election cycle; however, neither of these initiatives met the applicable
requirements for inclusion on the state ballot for the November 2018 elections. We may face similar ballot initiatives or other legislation in the future in these or
other states.

There have also been rule making and legislative efforts at both the federal and state level concerning charitable premium assistance. In December 2016,
CMS published an interim final rule that questioned the use of charitable premium assistance for ESRD patients and would have established new conditions for
coverage standards for dialysis facilities. In January 2017, a federal district court in Texas issued a preliminary injunction on CMS' interim final rule and in June
2017, at the request of CMS, the court stayed the proceedings while CMS pursues new rulemaking options. In June 2019, CMS sent to the White House Office of
Management and Budget a proposed rule entitled "Conditions for Coverage for End-Stage Renal Disease Facilities-Third Party Payments," which is expected to
be released in 2019. In addition, on October 13, 2019 a California bill (AB 290) was signed into law that limits the amount of reimbursement paid to certain
providers for services provided to patients with commercial insurance who receive charitable premium assistance. AB 290 is expected to become effective in July
2020. The American Kidney Fund (AKF), an organization that provides charitable premium assistance,
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announced that it will be withdrawing from California at the end of 2019 as a result of the newly signed law. AKF has already ceased taking applications for new
patient assistance in California. In the event AB 290 becomes effective and the AKF withdraws from California, we expect an adverse impact on the ability of
patients to afford Medicare premiums and Medicare supplemental (Medigap) and commercial coverage, which we expect will in turn result in an adverse impact on
our business, results of operations, financial condition and cash flows. In addition, bills similar to AB 290 were recently introduced in Illinois (SB 650) and Oregon
(SB 900), but have not been successfully passed to date. If these or similar bills are introduced and implemented in other jurisdictions, and organizations that
provide charitable premium assistance in those jurisdictions are similarly impacted, it could in the aggregate have a material adverse impact on our business, results
of operations, financial condition and cash flows. For additional information on the impact of decreases to the percentage of our patients with commercial
insurance, see the risk factor under the heading "If the number of patients with higher-paying commercial insurance declines, it could have a material adverse
effect on our business, results of operations, financial condition and cash flows" in Part II, Item 1A in our Q2 Form 10-Q.

Any law, rule or guidance proposed or issued by CMS or other federal or state regulatory or legislative authorities or others, including, without limitation,
any initiatives similar to the proposed legislation and ballot initiatives described above, or other future ballot or other initiatives restricting or prohibiting the ability
of patients with access to alternative coverage from selecting a marketplace plan on or off exchange, limiting the amount of revenue that a dialysis provider can
retain for caring for patients with commercial insurance, imposing burdensome operational requirements, affecting payments made to providers for services
provided to patients who receive charitable premium assistance and/or otherwise restricting or prohibiting the use of charitable premium assistance, could cause us
to incur substantial costs to oppose any such proposed measures, impact our dialysis center development plans, and if passed and/or implemented, could adversely
impact dialysis centers across the U.S. making certain centers economically unviable, lead to the closure of certain centers, restrict the ability of dialysis patients to
obtain and maintain optimal insurance coverage, and in some cases, have a material adverse effect on our business, results of operations, financial condition and
cash flows.

We may engage in acquisitions, mergers, joint ventures or dispositions, which may materially affect our results of operations, debt-to-capital ratio,
capital expenditures or other aspects of our business, and, under certain circumstances, could have a material adverse effect on our business, results of
operations, financial condition and cash flows and could materially harm our reputation.

Our business strategy includes growth through acquisitions of dialysis centers and other businesses, as well as through entry into joint ventures. We may
engage in acquisitions, mergers, joint ventures or dispositions or expand into new business lines or models, which may affect our results of operations, debt-to-
capital ratio, capital expenditures or other aspects of our business. There can be no assurance that we will be able to identify suitable acquisition targets or merger
partners or buyers for dispositions or that, if identified, we will be able to agree to terms with merger partners, acquire these targets or make these dispositions on
acceptable terms or on the desired timetable. There can also be no assurance that we will be successful in completing any acquisitions, mergers or dispositions that
we announce, executing new business lines or models or integrating any acquired business into our overall operations. There is no guarantee that we will be able to
operate acquired businesses successfully as stand-alone businesses, or that any such acquired business will operate profitably or will not otherwise have a material
adverse effect on our business, results of operations, financial condition and cash flows or materially harm our reputation. Further, we cannot be certain that key
talented individuals at the business being acquired will continue to work for us after the acquisition or that they will be able to continue to successfully manage or
have adequate resources to successfully operate any acquired business. In addition, certain of our acquired dialysis centers and facilities have been in service for
many years, which may result in a higher level of maintenance costs. Further, our facilities, equipment and information technology may need to be improved or
renovated to maintain or increase operational efficiency, compete for patients and medical directors, or meet changing regulatory requirements. Increases in
maintenance costs and any continued increases in capital expenditures could have a material adverse effect on our business, results of operations, financial
condition and cash flows.

Businesses we acquire may have unknown or contingent liabilities or liabilities that are in excess of the amounts that we originally estimated, and may have
other issues, including, without limitation, those related to internal controls over financial reporting or issues that could affect our ability to comply with healthcare
laws and regulations and other laws applicable to our expanded business, which could harm our reputation. As a result, we cannot make any assurances that the
acquisitions we consummate will be successful. Although we generally seek indemnification from the sellers of businesses we acquire for matters that are not
properly disclosed to us, we are not always successful. In addition, even in cases where we are able to obtain indemnification, we may discover liabilities greater
than the contractual limits, the amounts held in escrow for our benefit (if any), or the financial resources of the indemnifying party. In the event that we are
responsible for liabilities substantially in excess of any amounts recovered through rights to indemnification or alternative remedies that might be available to us,
or any applicable insurance, we could suffer severe consequences that would have a material adverse effect on our business, results of operations, financial
condition and cash flows and could materially harm our reputation.
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We have in the past decided, and may in the future decide, to dispose of certain assets or businesses, such as the disposition of our DMG business, which we
completed in June 2019. The sale of DMG results in a less diversified portfolio of businesses, and we will have a greater dependency on the performance of our
kidney care business for our financial results, which could make us more susceptible to market fluctuations and other adverse events than if we had retained the
DMG business.

In addition, under the terms of the equity purchase agreement in connection with the DMG sale agreement, as amended (the "DMG sale agreement") (and
subject to the limitations therein), we agreed to certain indemnification obligations. As a result, we may become obligated to make payments to the buyer relating
to our previous ownership and operation of the DMG business. Claims giving rise to these potential payments include, without limitation, claims related to
breaches of our representations and warranties and covenants, including claims for breaches of our representations and warranties regarding compliance with law,
litigation, absence of undisclosed liabilities, employee benefit matters, labor matters, or taxes, among others, and other claims for which we provided the buyer
with a special indemnity. Any such post-closing liabilities and required payments under the DMG sale agreement, or otherwise, or in connection with any other
past or future disposition of material assets or businesses could individually or in the aggregate have a material adverse effect on our business, results of
operations, financial condition and cash flows and could materially harm our reputation. Further, the purchase price in the DMG sale agreement is subject to
customary post-closing adjustments, including, without limitation, as a result of certain net working capital adjustments. We are currently engaged with Optum
concerning what, if any, net working capital adjustment or other potential adjustments to the purchase price are appropriate, via the process set forth in the DMG
sale agreement. Any negative adjustments to the purchase price, including, without limitation, as a result of this ongoing engagement with Optum, could result in a
material adverse change in the amount of consideration that we are able to retain.

In connection with the closing of the DMG sale, we entered into a transition services agreement with Optum, whereby we and Optum will provide various
transition services to one another for specified periods of time beginning on the closing date and extending for up to two years thereafter. In the course of
performing our obligations under the transition services agreement, we will allocate certain of our resources, including without limitation, assets, facilities,
equipment and the time and attention of our management and other teammates, for the benefit of the DMG business and not ours, which may negatively impact
our business, results of operations and financial condition.

Additionally, joint ventures, including, without limitation, our Asia Pacific joint venture, and minority investments inherently involve a lesser degree of
control over business operations, thereby potentially increasing the financial, legal, operational and/or compliance risks associated with the joint venture or
minority investment. In addition, we may be dependent on joint venture partners, controlling shareholders or management who may have business interests,
strategies or goals that are inconsistent with ours. Business decisions or other actions or omissions of the joint venture partner, controlling shareholders or
management may require us to make capital contributions or necessitate other payments, result in litigation or regulatory action against us, result in reputational
harm to us or adversely affect the value of our investment or partnership, among other things. There can be no assurances that these joint ventures and/or minority
investments, including, without limitation, our Asia Pacific joint venture, ultimately will be successful.
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Item 2.        Unregistered Sales of Equity Securities and Use of Proceeds

Share repurchases

The following table summarizes our repurchases of our common stock during the third quarter of 2019:

Period  

Total number
of shares

purchased  
Average price
paid per share  

Total number
of shares

purchased as
part of publicly

announced
plans or programs  

Approximate
dollar value

of shares
that may yet be purchased

under the plans or programs
(in millions)

July 1-31, 2019  4,214,205  $ 56.47  4,214,205  $ 2,000
August 1-31, 2019  21,801,975  56.57  21,801,975  $ 768
September 1-30, 2019  4,575,570  60.47  4,575,570  $ 492
  30,591,750  $ 57.14  30,591,750   

On July 11, 2018, our Board of Directors approved an additional share repurchase authorization in the amount of approximately $1.39 billion. This share
repurchase authorization was in addition to the approximately $110 million remaining at that time under our Board of Directors’ prior share repurchase
authorization approved in October 2017.

Effective July 17, 2019, our Board of Directors terminated all remaining prior share repurchase authorizations available to us at that time and approved a
new share repurchase authorization of $2.0 billion. As of the close of business on November 4, 2019, we had repurchased a total of 30,660,921 of shares of our
common stock for $1.75 billion under this repurchase authorization.

Effective as of the close of business on November 4, 2019, the Board terminated all remaining prior share repurchase authorizations available to us under
the aforementioned July 17, 2019 authorization and approved a new share repurchase authorization of $2.0 billion. We are authorized to make purchases from time
to time in the open market or in privately negotiated transactions, including without limitation, through accelerated share repurchase transactions, derivative
transactions, tender offers, Rule 10b5-1 plans or any combination of the foregoing, depending upon market conditions and other considerations.

As of November 6, 2019, we had a total of $2.0 billion available under the current repurchase authorization for additional share repurchases. Although this
share repurchase authorization does not have an expiration date, we remain subject to share repurchase limitations, including under the terms of the current senior
secured credit facilities and the indentures governing our senior notes.

Items 3, 4 and 5 are not applicable

Item 6.    Exhibits

The information required by this Item is set forth in the Index to Exhibits that precedes the signature page of this Quarterly Report on Form 10-Q.
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INDEX TO EXHIBITS

Exhibit   
Number   

   
10.1

 

Credit Agreement, dated August 12, 2019, by and among DaVita Inc., certain subsidiary guarantors party thereto, the lenders party thereto,
Credit Agricole Corporate and Investment Bank, JPMorgan Chase Bank, N.A. and MUFG Bank Ltd., as co-syndication agents, Bank of
America, N.A., Barclays Bank PLC, Credit Suisse Loan Funding LLC, Goldman Sachs Bank USA, Morgan Stanley Senior Funding, Inc. and
Suntrust Bank, as co-documentation agents, and Wells Fargo Bank, National Association, as administrative agent, collateral agent and
swingline lender. (1)

   
31.1

 
Certification of the Chief Executive Officer, dated November 6, 2019, pursuant to Rule 13a-14(a) or 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002. ü

   
31.2

 
Certification of the Chief Financial Officer, dated November 6, 2019, pursuant to Rule 13a-14(a) or 15d-14(a), as adopted pursuant to Section
302 of the Sarbanes-Oxley Act of 2002. ü

   
32.1

 
Certification of the Chief Executive Officer, dated November 6, 2019, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906
of the Sarbanes-Oxley Act of 2002. ü

   
32.2

 
Certification of the Chief Financial Officer, dated November 6, 2019, pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of
the Sarbanes-Oxley Act of 2002. ü

   
101.INS

 
XBRL Instance Document - the Instance Document does not appear in the Interactive Data File because its XBRL tags are embedded within the
Inline XBRL document. ü

   
101.SCH  Inline XBRL Taxonomy Extension Schema Document. ü
   
101.CAL  Inline XBRL Taxonomy Extension Calculation Linkbase Document. ü
   
101.DEF  Inline XBRL Taxonomy Extension Definition Linkbase Document. ü
   
101.LAB  Inline XBRL Taxonomy Extension Label Linkbase Document. ü
   
101.PRE  Inline XBRL Taxonomy Extension Presentation, Linkbase Document. ü
   

104  Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101). ü

ü Filed or furnished herewith.
(1) Filed on August 14, 2019 as Exhibit 10.1 to the Company's Current Report on Form 8-K.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.
 

 DAVITA INC.
    
 BY:  /s/    JAMES K. HILGER

   James K. Hilger
   Chief Accounting Officer*

Date: November 6, 2019
 

* Mr. Hilger has signed both on behalf of the Registrant as a duly authorized officer and as the Registrant’s principal accounting officer.

67



EXHIBIT 31.1

SECTION 302 CERTIFICATION

I, Javier Rodriguez, certify that:

1.    I have reviewed this quarterly report on Form 10-Q of DaVita Inc.;

2.    Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.    The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5.    The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

/S/ JAVIER RODRIGUEZ 
Javier Rodriguez

Chief Executive Officer

Date: November 6, 2019



EXHIBIT 31.2

SECTION 302 CERTIFICATION

I, Joel Ackerman, certify that:

1.    I have reviewed this quarterly report on Form 10-Q of DaVita Inc.;

2.    Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the statements
made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

3.    Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the financial
condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

4.    The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in Exchange
Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and
have:

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to
ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those entities,
particularly during the period in which this report is being prepared;

(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting to be designed under our
supervision, to provide reasonable assurance regarding the reliability of financial reporting and the preparation of financial statements for external
purposes in accordance with generally accepted accounting principles;

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the
effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent
fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially affect,
the registrant’s internal control over financial reporting; and

5.    The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are
reasonably likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and

(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal
control over financial reporting.

/S/ Joel Ackerman
Joel Ackerman

Chief Financial Officer and Treasurer

Date: November 6, 2019



EXHIBIT 32.1

CERTIFICATION OF CHIEF EXECUTIVE OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of DaVita Inc. (the “Company”) on Form 10-Q for the quarter ended September 30, 2019 as filed with the
Securities and Exchange Commission on the date hereof (the “Periodic Report”), I, Javier Rodriguez, Chief Executive Officer of the Company, certify, pursuant to
18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Periodic Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

2. The information contained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/S/ JAVIER RODRIGUEZ

Javier Rodriguez
Chief Executive Officer

November 6, 2019

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.



EXHIBIT 32.2

CERTIFICATION OF CHIEF FINANCIAL OFFICER
PURSUANT TO

18 U.S.C. SECTION 1350,
AS ADOPTED PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the Quarterly Report of DaVita Inc. (the “Company”) on Form 10-Q for the quarter ended September 30, 2019 as filed with the
Securities and Exchange Commission on the date hereof (the “Periodic Report”), I, Joel Ackerman, Chief Financial Officer and Treasurer of the Company, certify,
pursuant to 18 U.S.C. § 1350, as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:

1. The Periodic Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934;
and

2. The information contained in the Periodic Report fairly presents, in all material respects, the financial condition and results of operations of the
Company.

/S/ Joel Ackerman
Joel Ackerman

Chief Financial Officer and Treasurer
November 6, 2019

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and furnished to
the Securities and Exchange Commission or its staff upon request.
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