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Independent Auditors’ Report

To the Board of Trustees of
The Health Trust

We have audited the accompanying statements of financial position of The Health Trust (a nonprofit organization)
as of June 30, 2009 and 2008, and the related statements of activities, functional expenses, and cash flows for
the years then ended. These financial statements are the responsibility of The Health Trust's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards issued by
the Comptrolier General of the United States. Those standards require that we plan and perform the audits to
obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements.
An audit also includes assessing the accounting principles used and significant estimates made by management,
as well as evaluating the overall financial statement presentation. We believe that our audits provide a
reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of The Health Trust as of June 30, 2009 and 2008, and the changes in its net assets and its cash flows

for the years then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated October 15, 2009, on
our consideration of The Health Trust's internal contro! over financial reporting and on our tests of its compliance
with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of
that report is to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audits.

Our audits were conducted for the purpose of forming an opinion on the basic financial statements of The Health
Trust taken as a whole. The accompanying schedule of expenditures of federal awards is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, and is not a required part of the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audits of the basic financial
statements and, in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

Eotho, %ﬂ J{% L

BOITANO, SARGENT & LILLY, LLP
San Jose, California
October 15, 2009



The Health Trust
Statements of Financial Position
June 30, 2009 and 2008

Assets
2009 2008
Current assets
Cash and cash equivalents $ 1,708,605 $ 1,059,390
Investments 89,245,999 119,252,402
Accounts receivable, net of allowance 885,839 1,224,032
Unconditional promises to give 205,866 117,525
Prepaid expenses 203,299 163,771
Total current assets 92,249,608 121,807,120
Properties and equipment, net 1,963,596 1,743,374
Other assets
Restricted investments 670,514 1,137,180
Land and buildings held for investment, net 3,359,598 3,396,598
Total other assets 4,030,112 4,533,778
Total assets $ 98,243,316 $ 128,084,272
Liabilities and net assets
Current liabilties
Accounts payable $ 449,767 $ 710,413
Accrued payroll and related liabilities 801,579 805,990
Grants payable 2,600,198 2,309,084
Other accrued expenses 85,398 162,998
Total current liabilities 3,936,942 3,988,485
Long-term liabilities
Grants payable - 342,800
Accrued expenses due to discontinued operations 606,422 1,940,315
Total long-term liabilities 606,422 2,283,115
Total liabilities 4,543,364 6,271,600
Net assets
Unrestricted net assets
Designated for medically related services 76,756,886 96,859,975
Undesignated 13,988,812 21,733,341
Total unrestricted net assets 90,745,698 118,593,316
Temporarily restricted net assets 2,548,057 2,777,896
Permanently restricted net assets 406,197 441,460
Total net assets 93,699,952 121,812,672
Total liabilities and net assets $ 98,243,316 $ 128,084,272

The accompanying notes are an integral part of these financial statements.
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The Health Trust
Statements of Activities
For the Years Ended June 30, 2009 and 2008

2009 2008
Unrestricted net assets
Support
Contributions 85,160 $ 109,861
Government grants 3,328,609 3,544,907
in-kind contribution 422,003 317,782
Total support 3,835,772 3,972,550
Revenue (loss)
Fee for service and other 1,934,888 1,763,876
Investment loss, net {20,450,648) (7,212,629)
Total revenue (loss) {18,515,760) (5,448,754)
Net assets released from restrictions 1,312,979 1,532,328
Total support and revenue (loss) {13,367,009) 56,124
Expenses
Program services 12,524,072 12,356,738
Support services
Management and general 2,012,128 2,161,716
Fundraising 816,981 872,679
Total support services 2,829,109 3,034,395
Total expenses 15,353,181 15,391,133
Operating loss (28,720,190) (15,335,009)
Gain from sales of assets - 337,164
Gain from discontinued operations 872,572 161,565
Decrease in unrestricted net assets (27,847,618) (14,836,280)
Temporarily restricted net assets
Contributions 1,635,546 1,165,668
Investment loss, net (552,406) (156,402)
Net assets released from restrictions (1,312,979) (1,632,328)
Decrease in temporarily restricted net assets (229,839) (523,062)
Permanently restricted net assets
Contributions 1,500 2,730
Released from restrictions (36,763) -
(Decrease) increase in permanently restricted net assets (35,263) 2,730
Decrease in net assets {28,112,720) (15,356,612)
Net assets, beginning of year 121,812,672 137,169,284
Net assets, end of year 93,699,952 $ 121,812,672

The accompanying notes are an integral part of these financial statements.
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The Health Trust
Statement of Functional Expenses
For the Year Ended June 30, 2009

2009
Program Management Total
Services and General _Fund Raising Expenses
Grants to others $ 2,888,457 3 - $ - $ 2,888,457
Salaries and related expenses
Wages 3,538,869 852,821 450,957 4,842,647
Payroll taxes 305,443 65,126 33,383 403,952
Employee benefits 1,151,112 239,795 125,180 1,516,087
Total salaries and related expenses 4,995,424 1,157,742 609,520 6,762,686
Services and supplies
Advertising 3,118 6,712 599 10,429
Building and equipment rental 878,787 167,313 92,125 1,128,225
Depreciation 280,863 74,814 15,154 370,831
Dues and subscriptions 3,567 6,881 2,504 12,952
Insurance 8,158 71,286 - 79,444
Other expenses 167,870 4,267 17,997 190,134
Professional fees 264,065 249,864 19,620 533,549
Purchased services 2,145,230 149,312 27,967 2,322,509
Supplies 622,576 76,019 18,910 717,505
Training 37,580 11,346 2,615 51,541
Travel 124,577 26,871 3,019 154,467
Utitities 103,800 19,701 6,951 130,452
Total services and supplies 4,640,191 854,386 207,461 5,702,038
Total expenses $ 12,524,072 $ 2012128 $ 816,981 $ 15,353,181

The accompanying notes are an integral part of these financial statements.
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The Health Trust
Statement of Functional Expenses
For the Year Ended June 30, 2008

The accompanying notes are an integral part of these financial statements.
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2008
Program Management Total
Services and General _Fund Raising Expenses
Grants to others $ 2,891,735 $ - $ - $ 2,891,735
Salaries and related expenses
Wages 3,237,598 682,189 396,238 4,316,025
Payroll taxes 278,547 58,329 32,123 368,999
Employee benefits 1,015,840 212,715 103,711 1,332,266
Total salaries and related expenses 4,531,985 953,233 532,072 6,017,290
Services and supplies
Advertising 48,860 12,630 3,933 65,423
Building and equipment rental 672,817 164,615 46,999 884,431
Depreciation 102,014 62,908 10,628 175,550
Dues and subscriptions 2,593 6,707 3,389 12,689
Insurance 15,766 74,145 - 89,911
Other expenses 279,090 68,836 26,854 374,780
Professional fees 471,901 442,292 124,325 1,038,518
Purchased services 2,324,397 156,590 98,324 2,579,311
Supplies 774,418 159,505 10,433 944,356
Training 28,824 15,099 7,903 51,826
Travel 120,309 30,742 4,077 165,128
Utilities 92,029 14,414 3,742 110,185
Total services and supplies 4,933,018 1,208,483 340,607 6,482,108
Total expenses $ 12,356,738 $ 2,161,716 $ 872,679 $ 15,391,133



The Health Trust
Statements of Cash Flows

For the Years Ended June 30, 2009 and 2008

Cash flows from operating activities
Change in net assets
Adjustments to reconcile change in net assets to net
cash used in operating activities:
Depreciation
Gain from sales of assets
Unrealized loss on investment
(Iincrease) decrease in operating assets:
Accounts receivable, net of allowance
Unconditional promises to give
Prepaid expenses
Note receivable
Increase (decrease) in operating liabilities:
_ Accounts payable
Accrued payroll and related liabilities
Grants payable
Other accrued expenses
Accrued expenses due to discontinued operations

Net cash {used in) provided by operating activities

Cash flows from investing activities
Purchases of investments
Proceeds from sales and maturity of investments
Purchases of properties and equipment
Proceeds from sale of properties and equipment
Changes in restricted investments

Net cash provided by (used in) investing activities

Net increase {decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

2009 2008
$ (28,112,720) §$ (15,356,612)
370,831 175,550
. (337,164)
12,156,761 17,142,120
338,193 (117,568)
(88,341) (11,000)
(49,528) 208,779
. 750,000
(260,646) 153,676
(4,411) (306,219)
(51,686) 275,800
(77,600) 16,009
(1,333,893) (253,265)
(17,113,040) 2,340,196
(15,738,607) (3.614,224)
33,588,249 1,368,935
(554,053) (1,479,890)
- 820,000
466,666 296,804
17,762,255 (2,608,375)
649,215 (268,179)
1,059,390 1,327,569
$ 1708605 $ 1,059,390

The accompanying notes are an integral part of these financial statements.
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The Health Trust
Notes to Financial Statements
June 30, 2009 and 2008

Note 1 — Organization and Nature of Activities

The Health Trust is a California nonprofit public benefit corporation founded in 1996 from the sale of three local
nonprofit hospitals. For more than 13 years The Health Trust has been a catalyst for Silicon Valley community
partnerships that identify health issues and work together to find innovative solutions. The Health Trust is exempt
from federal income tax under Section 501(c)(3) of the Internal Revenue Code.

The Health Trust engages in policy and advocacy, provides grants and services including Meals On Wheels,
AIDS Services, Children's Dental Services, and health education and insurance enroliment assistance through its
Wellness Access and Education Program. Its Meals On Wheels Program provides 100,000 meals annually to
individuals who are physically challenged, elderly and homebound, supporting the nutrition, health and
independence of these residents. AIDS Services operates the largest program in Santa Clara County for
individuals and their families with HIV/AIDS, providing case management, housing assistance, food, education
and a community center, serving almost 1,000 clients each year. lts new Children's Dental Center expects to
serve 15,000 children, bringing preventive oral health care to many children without ready access to a dentist.
Wellness Access and Education helps over 5,000 children and adults enroll in public heaith insurance programs
each year and also educates local communities about health and wellness through grassroots activities.

In January of 2008, The Health Trust announced a $30 million investment in three initiatives - Healthy Living,
Healthy Aging, and Healthy Communities.

The Health Trust Healthy Living Initiative focuses on reducing the rates of overweight and obesity through healthy
nutrition and physical activity, relying on the following strategies:

Encouraging cities and counties to support health by incorporating health into their general plans;

Using grant making and advocacy to foster the development of community/school gardens and
urban/sustainable agriculture to expand access to fruits and vegetables;

* Promoting organizational wellness to corporations, businesses, government, nonprofits and faith-based
groups;

e Providing leadership, staff resources and coordination through the Healthy Silicon Valley community
collaborative to best leverage resources and achieve desired change.

The Health Trust Healthy Aging Initiative focuses on supporting the health of our aging population so they can
spend more years in good health and be engaged as vital members of their communities. Healthy Aging relies on
the following strategies:

¢ Expanding physical activity opportunities in new and existing programs for older adults;
* Improving hospital-to-home discharge planning and transition support services;
Providing leadership and coordination for a county-wide Aging Services Collaborative that advances the
well-being of older adults and their caregivers with joint advocacy, planning and fund development;
+ Supporting and educating caregivers;
» Providing healthy nutrition and social connections for older adults.

The Health Trust Healthy Communities Initiative focuses on reducing and eliminating health disparities, using the
following strategies:

¢ Raising awareness about the root causes of health disparities such as poverty, racism, discrimination and
inequities in health, education and income;

Supporting racial/ethnic diversity in the health profession;

Providing access to prevention, screening and management of chronic diseases through direct service
delivery, grant making and partnerships;

» Supporting health care coverage and services through direct service delivery, grant making and
advocacy;

» Providing oral health education and treatment services for children;

Supporting employee wellness for businesses with uninsured or underinsured employees and support for
community water fluoridation.



The Health Trust
Notes to Financial Statements
June 30, 2009 and 2008

Note 2 — Summary of Significant Accounting Policies

(a)

(b)

(c)

(d)

Basis of Presentation
The Health Trust is required to report information regarding its financial position and activities according
to the following three classes of net assets:

Unrestricted Net Assets - Net assets not subject to donor-imposed stipulations.

Temporarily Restricted Net Assets - Net assets subject to donor-imposed stipulations that may
or will be met by actions of The Health Trust and/or the passage of time.

Permanently Restricted Net Assets - Net assets subject to donor-imposed stipulations that
must be maintained by The Health Trust permanently.

Revenue Recognition

Contfributions are generally available for unrestricted use unless specifically restricted by donor.
Unconditional promises to give are recognized as received. Gain and losses on investments are reported
as increases or decreases in unrestricted or temporarily restricted net assets based on the nature of
restrictions.

When a donor restriction expires, that is, when a stipulations time restriction ends or purpose restriction is
accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in
the Statements of Activities as net assets released from restrictions. Contributions received with donor
imposed restrictions that are met in the same year in which the contributions are received are classified
as unrestricted contributions.

Funds raised on behalf of other organizations are not recognized as revenue on the Statements of
Activities. Instead they are recorded as assets and liabilities on the Statements of Financial Position.

Cash and Cash Equivalents

Cash and cash equivalents include investments in highly liquid investments with original maturities of 90
days or less, excluding cash received with a donor-imposed restriction that limits its use to long-term
purposes.

Investments

Investments are stated at fair value and purchases and sales are recorded on a trade or contract date
basis. The estimated fair value of investments is based on quoted market prices, except for alternative
investments for which quoted market prices are not available. Alternative investments include private
equities, hedge funds and real assets. The estimated fair value of alternative investments is based on
valuations provided by the general partner or fund managers. The Health Trust reviews and evaluates the
valuation methods and assumptions used in determining the fair value of the alternative investments.
Because alternative investments are not readily marketable, their estimated value is subject to uncertainty
and therefore may differ from the value that would have been used had a ready market for such
investment existed. Such differences could be material. Unrealized gain or losses on investments resulting

from fair value fluctuations are recorded in the Statements of Activities in the period that such fluctuations
occeur.



