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SECTION I

FINANCIAL SECTION





Our audit was conducted for the purpose of forming an opinion on the basic financial statements.  The
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 is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements.  The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America.  In our opinion, the information is fairly stated in
all material respects in relation to the basic financial statements as a whole.

BERGER LEWIS ACCOUNTANCY CORPORATION
San Jose, California
October 25, 2011
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

STATEMENT OF FINANCIAL POSITION

June 30, 2011 with Comparative Totals as of June 30, 2010

ASSETS

2011 2010
CURRENT ASSETS:

Cash and Cash Equivalents $ 3,854,799 $ 2,999,716
Investments 102,738,819 90,700,073
Accounts Receivable, Net of Allowance 2,331,047 1,099,220
Grants Receivable, Current Portion 110,000 167,422
Prepaid Expenses 188,976 166,246
Other Accounts Receivable 841,648 -

Total Current Assets 110,065,289 95,132,677

PROPERTY AND EQUIPMENT, NET 2,735,026 1,618,253

OTHER ASSETS:
Grants Receivable, Net of Current Portion 100,000 100,000
Restricted Investments 653,250 677,599
Land and Building Held for Investment, Net 6,015,000 7,500,000
Investments - Donor Restricted Endowment 358,419 408,392

Total Other Assets 7,126,669 8,685,991

TOTAL ASSETS $ 119,926,984 $ 105,436,921

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES:
Accounts Payable $ 1,302,041 $ 577,451
Accrued Payroll and Related Liabilities 901,631 819,660
Grants Payable, Current Portion 2,427,949 3,229,494
Other Accrued Expenses 52,659 125,881

Total Current Liabilities 4,684,280 4,752,486

LONG-TERM LIABILITIES:
Grants Payable, Net of Current Portion - 60,000
Accrued Expenses Due to Discontinued Operations 589,158 613,507

Total Long-Term Liabilities, Net of Current Portion 589,158 673,507

Total Liabilities 5,273,438 5,425,993

NET ASSETS:
Unrestricted Net Assets:

Designated for Medically Related Services 94,640,357 83,873,752
Undesignated 15,049,745 14,424,508

Total Unrestricted Net Assets 109,690,102 98,298,260
Temporarily Restricted Net Assets 4,605,025 1,304,276
Permanently Restricted Net Assets 358,419 408,392

Total Net Assets 114,653,546 100,010,928

TOTAL LIABILITIES AND NET ASSETS $ 119,926,984 $ 105,436,921

The Accompanying Notes are an Integral Part of these Financial Statements.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

STATEMENT OF ACTIVITIES

Year Ended June 30, 2011 with Comparative Totals for the Year Ended June 30, 2010

2011 2010

Unrestricted
Temporarily
Restricted

Permanently
Restricted TOTAL TOTAL

SUPPORT AND REVENUE:
Support:

Government Grants $ 4,477,443 $ 832,687 $ - $ 5,310,130 $ 3,714,589
Contributions 36,313 3,464,850 100 3,501,263 1,077,108
Contributions In-Kind 395,721 - - 395,721 530,022

Total Support 4,909,477 4,297,537 100 9,207,114 5,321,719

Revenue:
Investment Income, Net 18,368,249 216,155 - 18,584,404 10,961,892
Fees for Financial and Administrative

Support Services 1,408,110 - - 1,408,110 1,292,239
Fees for Other Services 796,538 - - 796,538 789,862
Gain (Loss) from Discontinued Operations 1,483,987 - - 1,483,987 (311,193)

Total Revenue 22,056,884 216,155 - 22,273,039 12,732,800

Total Support and Revenue 26,966,361 4,513,692 100 31,480,153 18,054,519

Net Assets Released from Restrictions 1,263,016 (1,212,943) (50,073) - -

Total Support, Revenue and Net
Assets Released from Restrictions 28,229,377 3,300,749 (49,973) 31,480,153 18,054,519

EXPENSES:
Program Services:

Healthy Communities 6,255,377 - - 6,255,377 7,667,400
Healthy Aging 3,119,810 - - 3,119,810 2,939,194
Healthy Living 1,965,679 - - 1,965,679 1,509,692
Financial and Administrative Support

Services 1,316,550 - - 1,316,550 1,195,270

Total Program Services 12,657,416 - - 12,657,416 13,311,556

Supporting Services:
Management and General 2,148,753 - - 2,148,753 1,992,729
Fundraising 546,366 - - 546,366 616,660

Total Supporting Services 2,695,119 - - 2,695,119 2,609,389

Total Expenses 15,352,535 - - 15,352,535 15,920,945

Change in Net Assets before Effect of
Adoption of FASB ASC 820-10 12,876,842 3,300,749 (49,973) 16,127,618 2,133,574

Effect of Adoption of FASB
ASC 820-10 (Note 9) (1,485,000) - - (1,485,000) 4,177,402

CHANGE IN NET ASSETS 11,391,842 3,300,749 (49,973) 14,642,618 6,310,976

NET ASSETS, Beginning of Year 98,298,260 1,304,276 408,392 100,010,928 93,699,952

NET ASSETS, End of Year $ 109,690,102 $ 4,605,025 $ 358,419 $ 114,653,546 $ 100,010,928

The Accompanying Notes are an Integral Part of these Financial Statements.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

STATEMENT OF FUNCTIONAL EXPENSES

Year Ended June 30, 2011 with Comparative Totals for the Year Ended June 30, 2010

PROGRAM SERVICES SUPPORTING SERVICES TOTAL

Healthy
Communities

Healthy
Aging

Healthy
Living

Financial and
Administrative

Support
Services Total

Management
and General Fundraising Total 2011 2010

GRANTS TO OTHERS $ 893,970 $ 772,633 $ 1,301,787 $ - $ 2,968,390 $ - $ - $ - $ 2,968,390 $ 4,186,208

SALARIES AND RELATED EXPENSES:
Salaries and Wages 1,878,200 872,547 358,152 757,744 3,866,643 1,008,624 273,019 1,281,643 5,148,286 4,732,883
Employee Benefits 564,729 232,492 89,265 214,351 1,100,837 304,093 74,949 379,042 1,479,879 1,181,097
Payroll Taxes 184,513 86,495 31,356 72,003 374,367 79,784 22,971 102,755 477,122 613,676

Total Salaries and Related Expenses 2,627,442 1,191,534 478,773 1,044,098 5,341,847 1,392,501 370,939 1,763,440 7,105,287 6,527,656

OTHER EXPENSES:
Purchased Services 1,466,225 404,606 36,229 65,887 1,972,947 112,035 17,543 129,578 2,102,525 2,102,100
Building and Equipment Rental 457,974 346,226 59,195 115,478 978,873 151,549 72,082 223,631 1,202,504 1,152,197
Supplies 271,129 187,637 29,596 13,332 501,694 56,356 19,530 75,886 577,580 767,531
Professional Fees 137,603 48,581 17,353 1,000 204,537 221,219 36,941 258,160 462,697 296,940
Depreciation 269,717 43,034 14,333 19,889 346,973 42,056 8,595 50,651 397,624 399,659
Other Expenses 61,387 97,392 21,359 41,792 221,930 94,076 16,007 110,083 332,013 299,871
Utilities 61,158 20,563 6,713 7,820 96,254 16,438 4,729 21,167 117,421 103,929
Insurance 8,772 7,604 341 7,254 23,971 62,523 - 62,523 86,494 84,854

Total Other Expenses 2,733,965 1,155,643 185,119 272,452 4,347,179 756,252 175,427 931,679 5,278,858 5,207,081

Total Functional Expenses $ 6,255,377 $ 3,119,810 $ 1,965,679 $ 1,316,550 $12,657,416 $ 2,148,753 $ 546,366 $ 2,695,119 $15,352,535 $15,920,945

Percentage of Total %40.7 %20.3 %12.8 %8.6 %82.4 %14.0 %3.6 %17.6 %100.0

The Accompanying Notes are an Integral Part of these Financial Statements.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

STATEMENT OF CASH FLOWS

Year Ended June 30, 2011 with Comparative Totals for the Year Ended June 30, 2010

2011 2010

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in Net Assets $ 14,642,618 $ 6,310,976
Adjustments to Reconcile Change in Net Assets to Net Cash

Used by Operating Activities:
Depreciation 397,624 399,659
Depreciation - Building Held for Investment - 37,000
Unrealized Gain on Investments (11,301,477) (6,610,404)
Realized Gain on Investments (6,876,485) (3,176,362)
Effect of Adoption of FASB ASC 820-10 1,485,000 (4,177,402)

(Increase) Decrease in Assets:
Accounts Receivable, Net of Allowance (1,231,827) (213,381)
Grants Receivable 57,422 (61,556)
Prepaid Expenses (22,730) 37,053
Other Accounts Receivable (841,648) -

Increase (Decrease) in Liabilities:
Accounts Payable 724,590 127,684
Accrued Payroll and Related Liabilities 81,971 18,081
Grants Payable (861,545) 689,296
Other Accrued Expenses (73,222) 40,483
Accrued Expenses Due to Discontinued Operations (24,349) 7,085

Net Cash Used by Operating Activities (3,844,058) (6,571,788)

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchases of Investments (43,790,004) (41,991,660)
Proceeds from Sales and Maturity of Investments 49,979,194 49,915,960
Purchases of Property and Equipment (1,514,398) (54,316)
Changes in Restricted Investments 24,349 (7,085)

Net Cash Provided by Investing Activities 4,699,141 7,862,899

NET INCREASE IN CASH AND CASH EQUIVALENTS 855,083 1,291,111

CASH AND CASH EQUIVALENTS, Beginning of Year 2,999,716 1,708,605

CASH AND CASH EQUIVALENTS, End of Year $ 3,854,799 $ 2,999,716

The Accompanying Notes are an Integral Part of these Financial Statements.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS

NOTE 1 - ORGANIZATION:

The Health Trust (the “Organization”) is a California nonprofit public benefit corporation founded in
1996 from the sale of three local nonprofit hospitals.  For more than 15 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 and provides grants and services.  Specific services
that are included within the broad program services categories described in Note 2 are as follows:  

Meals On Wheels - program has provided more than 92,000 meals annually to individuals who
are physically challenged, elderly and homebound, supporting the nutrition, health and
independence of these residents.  

AIDS Services - the largest non-medical 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 824 clients last year.  

Children's Dental Center - The Health Trust's dental clinic on the East side of San Jose provided
17,900 oral health visits for both preventive and restorative oral health care to 9,050 children
without ready access to a dentist.  A second clinic was opened in Sunnyvale in June 2011.

Wellness Access and Education - helps over 3,840 children and adults enroll in public health
insurance programs each year, leads chronic disease management classes for more than 300
adults and also educates local communities about health and wellness through grassroots
activities.  

Family Resource Centers - located in targeted zip codes in two Supervisorial Districts in San
Jose, provides health linkages, health education, and child development services to families with
0-5 year olds.  The program reaches hundreds of families during the year.

NOTE 2 - PROGRAM SERVICES:

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

Healthy Communities - The 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;

 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; 
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 2 - PROGRAM SERVICES (Continued):

 Providing oral health education and treatment services for children.

Healthy Aging - The 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 evidence-based health promotion programs for older adults; 

 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 informal caregivers so that they can maintain their own health and

well-being while providing better care for older adults;

 Providing healthy nutrition and social connections for older adults;

 Supporting civic engagement so that older adults have meaningful opportunities to "engage

as they age" to help them remain vibrant members of the community.

Healthy Living - The 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 advocacy and collaboration to foster the development of

community/school gardens and urban/sustainable agriculture to expand access to fruits and

vegetables; 

 Supporting local efforts to create policies and environmental changes so that places --

neighborhoods, worksites, schools and other organizations -- foster wellness and healthy

behaviors. 

Financial and Administrative Support Services - The Health Trust provides financial and
administrative support services to other independent nonprofit corporations exempt from federal
income tax pursuant to Section 501(c)(3) of the Internal Revenue Code.  The related revenue and
expenses are recorded as fees for financial and administrative support services revenue and program
expenses on the statement of activities. 

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES: 

Basis of Accounting -  The financial statements of the Organization have been prepared on the accrual
basis of accounting.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Basis of Presentation - The Organization follows standards of accounting and financial reporting for
voluntary health and welfare organizations.  In accordance with generally accepted accounting
principles, the Organization reports its financial position and operating activities in three classes of
net assets: unrestricted net assets, temporarily restricted net assets, and permanently restricted net
assets.

Unrestricted net assets include those assets over which the Board of Trustees has
discretionary control in carrying out the operations of the Organization.  Under this
category, the Organization maintains an operating fund plus any net assets designated
by the Board for specific purposes (see Note 11).

Temporarily restricted net assets include those assets which are subject to donor
restriction and for which the applicable restriction was not met as of the year end of
the current reporting period.

Permanently restricted net assets include those assets which are subject to a non-
expiring donor restriction, such as endowments.

Comparative Financial Information - The financial statements include certain prior-year summarized
comparative information in total but not by net asset class or functional expense categories.  Such
information does not include sufficient detail to constitute a presentation in conformity with generally
accepted accounting principles.  Accordingly, such information should be read in conjunction with the
Organization's financial statements for the year ended June 30, 2010, from which the summarized
information was derived.

Use of Estimates - The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities at the date of the financial
statements and the reported amounts of support, revenue and expenses during the period.
Accordingly, actual results could differ from those estimates.  Significant estimates include the
valuation of The Health Trust's investments, the expected useful lives of property and equipment, and
the determination of functional expense allocations.

Cash and Cash Equivalents - Cash and cash equivalents include highly liquid investments and
investments with a maturity of three months or less, excluding cash received with a donor-imposed
restriction that limits its use to long-term purposes.  The Organization maintains its cash in bank
deposit accounts, which, at times, may exceed federally insured limits.  The Organization has not
experienced any losses in such accounts due to this and management believes it is not exposed to any
significant risk on cash accounts.  
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

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 property 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
gains or losses on investments resulting from fair value fluctuations are recorded in the statement of
activities in the period that such fluctuations occur.  Gains and losses on investments are reported as
increases or decreases in unrestricted or temporarily restricted net assets based on the nature of
restrictions.

Fair Value Measurements - Fair value is defined as "the price that would be received to sell an asset
or paid to transfer a liability in an orderly transaction between market participants at the measurement
date".  A hierarchy has been established to prioritize the inputs to valuation techniques used to
measure fair value.  The hierarchy gives the highest ranking to fair values determined using
unadjusted quoted prices in active markets for identical assets (Level 1) and the lowest ranking to fair
values determined using methodologies and models with unobservable inputs (Level 3).  Observable
inputs are those that market participants would use in pricing the asset based on market data obtained
from sources independent of the Organization.  Unobservable inputs reflect the Organization’s
assumption about the inputs market participants would use in pricing the asset or liability developed
based on the best information available in the circumstances. 

The fair value hierarchy is categorized into three levels based on the inputs as follows:

Level 1 - Values are unadjusted quoted prices for identical assets and liabilities in
active markets accessible at the measurement date.  

Level 2 - Inputs include quoted prices for similar assets or liabilities in active
markets, quoted prices from those willing to trade in markets that are not active, or
other inputs that are observable or can be corroborated by market data for the term of
the instrument.  Such inputs include market interest rates and volatilities, spreads and
yield curves.

Level 3 - Certain inputs are unobservable (supported by little or no market activity)
and significant to the fair value measurement.  Unobservable inputs reflect the
Organization’s best estimate of what hypothetical market participants would use to
determine a transaction price for the asset or liability at the reporting date.
Investments that are included in this category generally include privately held
investments and partnership interests.

Accounts Receivable - The Organization utilizes the reserve method of accounting for doubtful
accounts based on historical experience and management’s evaluation of outstanding accounts
receivable at the end of each year.  As of June 30, 2011 and 2010, the Organization had an allowance
for doubtful accounts of $10,000 and $10,000, respectively.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Grants Receivable - The Organization considers all grants receivable to be fully collectible;
accordingly, no allowance for doubtful accounts is considered necessary.

Property and Equipment - Property and equipment are recorded at cost or estimated fair value for
donated items.  Equipment purchases over $500 are capitalized.  The cost of repairs and maintenance
which do not improve or extend the lives of the respective assets are expensed currently.
Depreciation is computed on the straight-line method based on the estimated useful lives of the assets,
which range from 3 to 10 years.  Depreciation is charged to the activity benefiting from the use of the
property or equipment.  

Accrued Paid Time Off - Accrued paid time off represents time earned, but not taken as of June 30,
2011 and 2010, and is included in "accrued payroll and related liabilities" in the statement of financial
position.  The accrued paid time off balance as of June 30, 2011 and 2010 was $350,420 and
$313,961, respectively.

Contributions - Contributions are recognized when the donor makes a pledge to give that is, in
substance, an unconditional promise.  Contributions are recorded as unrestricted, temporarily
restricted, or permanently restricted depending on the nature of donor restrictions.  Restricted
contributions are reported as increases in restricted net assets.  When the restriction is met the amount
is shown as a reclassification of restricted net assets to unrestricted net assets.  

Funds raised on behalf of other organizations are not recognized as support on the statement of
activities.  Instead they are recorded as assets and liabilities on the statement of financial position.

Contributions In-Kind - Donated equipment, supplies and rent are recorded at their estimated fair
value as of the date of the donation.  Contributed services, which require a specialized skill and which
the Organization would have paid for if not donated, are recorded at the estimated fair value at the
time the services are rendered.  The Organization also receives donated services that do not require
specific expertise but which are nonetheless central to the Organization's operations.  While these
contributed services are not reflected in the financial statements the estimated value of these services
is disclosed in Note 13.

Grants to Others - Grants to others are recognized when the unconditional promise to give is approved
by the Board of Trustees.   Conditional promises to give are recognized as grant expense in the period
in which the recipient meets terms of the condition.  Conditional promises to give as of
June 30, 2011 and 2010 were $0 and $100,000, respectively.

Allocation of Functional Expenses - The costs of providing the various programs and other activities
have been summarized on a functional basis in the statement of activities and in the statement of
functional expenses.  Accordingly, certain costs have been allocated among the programs and
supporting services benefited.  Management's estimate of indirect salary expense allocation is based
on individual employee estimated time spent by function, time studies and/or time sheets.
Management's estimate of other indirect costs are based on salary expense or square footage.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):

Income Taxes - The Health Trust is exempt from federal income taxes under Section 501(c)(3) of the
Internal Revenue Code and exempt from state income taxes under Section 23701(d) of the California
Revenue Taxation Code.  However, income from certain activities not directly related to the
Organization's tax-exempt purpose is subject to taxation as unrelated business income.  In addition,
the Organization qualifies for the charitable contribution deduction under Section 170(b)(1)(A) of the
Internal Revenue Code and has been classified as an organization that is not a private foundation
under Section 509(a)(1) of the Internal Revenue Code.

Uncertainty in Income Taxes - Generally accepted accounting principles provide accounting and
disclosure guidance about positions taken by an organization in its tax returns that might be uncertain.
Management has considered its tax positions and believes that it has appropriate support for its tax
positions taken on its unrelated business taxable income relating to its Financial and Administrative
Support Services program and that all of the positions taken by the Organization in its federal and
state exempt organization tax returns are more likely than not to be sustained upon examination.

The Organization's federal returns for years ended June 30, 2010, 2009 and 2008 could be subject to
examination by federal taxing authorities, generally for three years after they are filed.  The
Organization’s state returns for the years ended June 30,  2010,  2009, 2008 and 2007 could be subject
to examination by state taxing authorities, generally for four years after they are filed.

Advertising - The Organization's policy is to expense advertising costs as the costs are incurred.
Marketing and advertising expense for the years ended June 30, 2011 and 2010 was
$23,955 and $11,054, respectively.

Subsequent Events - Management of the Organization has evaluated events and transactions
subsequent to June 30, 2011 for potential recognition or disclosure in the financial statements.  The
Organization did not have subsequent events that required recognition or disclosure in the financial
statements for the year ended June 30, 2011.  Subsequent events have been evaluated through the date
the financial statements became available to be issued, October 25, 2011.  The Organization has not
evaluated subsequent events after October 25, 2011.

NOTE 4 - THE UNIFORM PRUDENT MANAGEMENT OF INSTITUTIONAL FUNDS ACT
(UPMIFA):

It is the intent of the trustees of The Health Trust to have the Finance and Investment Committee
follow the provisions of the Uniform Prudent Management of Institutional Funds Act (UPMIFA) as
they apply to the Board-Designated and Undesignated Net Assets (Note 11) for June 30, 2011 in the
amounts of $94,640,357 and $15,049,745, respectively, and apply the investment standards of
UPMIFA in the management of these assets.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 4 - THE UNIFORM PRUDENT MANAGEMENT OF INSTITUTIONAL FUNDS ACT
(UPMIFA) (Continued):

Interpretation of Relevant Law - The Board of Trustees of The Health Trust has interpreted the
California version of the Uniform Prudent Management of Institutional Funds Act (UPMIFA) as
requiring the preservation of the fair value of the original gift as of the gift date of the donor-restricted
endowment funds absent explicit donor stipulations to the contrary.  As a result of this interpretation,
The Health Trust classifies as permanently restricted net assets (a) the original value of gifts donated
to the permanent endowment, (b) the original value of subsequent gifts to the permanent endowment,
and (c) accumulations to the permanent endowment made in accordance with the direction of the
applicable donor gift instrument at the time the accumulation is added to the fund.  The remaining
portion of the donor-restricted endowment fund that is not classified in permanently restricted net
assets is classified as temporarily restricted net assets until those amounts are appropriated for
expenditure by the Organization in a manner consistent with the standard of prudence prescribed by
the California version of UPMIFA.  In accordance with the California version of UPMIFA, the
Organization considers the following factors in making a determination to appropriate or accumulate
donor-restricted endowment funds:

(1) The duration and preservation of the various funds
(2) The purposes of the Organization and the donor-restricted endowment funds
(3) General economic conditions
(4) The possible effect of inflation and deflation
(5) The expected total return from income and the appreciation of investments
(6) Other resources of the Organization
(7) The investment policies of the Organization

Investment Return Objectives, Spending Policy, Risk Parameters and Strategies - The Health Trust
has adopted investment and spending policies, approved by the Board of Trustees, for investment
assets that attempt to provide a predictable stream of funding to programs supported by its investment
funds while also maintaining the purchasing power of those investment assets over the long-term.
Accordingly, the investment process seeks to achieve an after-cost total real rate of return, including
investment income as well as capital appreciation, which exceeds the annual distribution with
acceptable levels of risk.  Investment assets are invested in a well diversified asset mix, which
includes equities, alternative investments, fixed income, and cash and equivalents, that is intended to
result in a consistent inflation-protected rate of return that has sufficient liquidity to make an annual
distribution of 5.9% based on the moving average fair value of the prior 5 years through the fiscal
year-end preceding the fiscal year in which the distribution is planned, while growing the funds if
possible.  Therefore, the Organization expects its investment assets, over time, to produce an average
rate of return of approximately 8.4% annually.  Actual returns in any given year may vary from this
amount.  Investment risk is measured in terms of the total investment funds; investment assets and
allocation between asset classes and strategies are managed to not expose the funds to unacceptable
levels of risk. 
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 5 - ENDOWMENT:

The Organization’s endowment of $358,419 and $408,392 at June 30, 2011 and 2010, respectively,
consists of individual donor-restricted endowment funds established for a variety of purposes.  As
required by Generally Accepted Accounting Principles (GAAP), net assets associated with
endowment funds are classified and reported based on the existence or absence of donor-imposed
restrictions.

Funds with Deficiencies - From time to time, the fair value of assets associated with individual donor-
restricted endowment funds may fall below the original contributed amount by the donor.  In
accordance with Generally Accepted Accounting Principles (GAAP), deficiencies of this nature that
are required to be reported in unrestricted net assets totaled $(2,444) and $(1,669) as of
June 30, 2011 and 2010, respectively. 

Endowment net asset composition as of June 30, 2011 is as follows:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Donor-Restricted
Endowment Funds $ (2,444) $ - $ 358,419 $ 355,975

Changes in donor-restricted endowment net assets for the fiscal year ended June 30, 2011 are as
follows:

Unrestricted
Temporarily
Restricted

Permanently
Restricted Total

Endowment Net Assets,
Beginning of Year $ (1,669) $ 5,121 $ 408,392 $ 411,844

Contributions - - 100 100
Interest and Dividends - 5,440 - 5,440
Net Realized and

Unrealized Gain on
Investments - 70,514 - 70,514

Investment Fees (775) (3,598) - (4,373)
Amounts Appropriated

for Expenditure - (77,477) - (77,477)
Released from Restriction - - (50,073) (50,073)

Endowment Net
Assets, End of Year $ (2,444) $ - $ 358,419 $ 355,975
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 6 - INVESTMENTS:

Investments held at fair value as of June 30, consisted of the following: 

2011 2010

Investments $102,738,819 $ 90,700,073
Investments - Donor-Restricted Endowment 358,419 408,392

Total Investments $103,097,238 $ 91,108,465

Investments held at fair value by type as of June 30, consisted of the following: 

2011 2010

Large Cap Value Equities $ 7,120,714 $ 9,074,037
Large Cap Growth Equities 5,774,902 9,393,816
Small Cap Equities 5,596,916 6,983,979
International Equities 28,262,666 12,913,267
R.E.I.T. Equities 5,203,480 4,148,444
Marketable Alternatives 23,187,523 22,345,165
Fixed Income Securities 25,664,613 24,870,365
Limited Partnerships and Others 2,286,424 1,329,319
Cash And Cash Equivalents - 50,073

Total Investments $103,097,238 $ 91,108,465

Purchase commitments related to limited partnerships as of June 30, 2011 and 2010 were
$1,302,656 and $1,682,656, respectively.

Fixed income securities consist primarily of investment grade instruments issued by government
agencies (U.S. and international), corporations and mortgage backed securities.

Investment securities are exposed to various risks, such as changes in interest rates or credit ratings
and market fluctuations.  Due to the level of risk associated with certain investment securities and the
level of uncertainty related to changes in value of investment securities, it is possible that the value of
The Health Trust's investments and total net assets balance could fluctuate materially. 
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 6 - INVESTMENTS (Continued):

Fair value of assets measured on a recurring basis as of June 30, 2011 was as follows:

Fair Value

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)

Significant
Other

Observable
Inputs (Level 2)

Significant
Unobservable

Inputs (Level 3)

Large Cap Value Equities $ 7,120,714 $ 7,120,714 $ - $ -
Large Cap Growth Equities 5,774,902 5,774,902 - -
Small Cap Equities 5,596,916 5,596,916 - -
International Equities 28,262,666 28,262,666 - -
R.E.I.T. Equities 5,203,480 5,203,480 - -
Marketable Alternatives 23,187,523 - - 23,187,523
Fixed Income Securities 25,664,613 25,664,613 - -
Limited Partnerships and

Others 2,286,424 - - 2,286,424

Total Investments $ 103,097,238 $ 77,623,291 $ - $ 25,473,947

Fair value of assets measured on a recurring basis as of June 30, 2010 was as follows:

Fair Value

Quoted Prices
in Active

Markets for
Identical Assets

(Level 1)

Significant
Other

Observable
Inputs (Level 2)

Significant
Unobservable

Inputs (Level 3)

Large Cap Value Equities $ 9,074,037 $ 9,074,037 $ - $ -
Large Cap Growth Equities 9,393,816 9,393,816 - -
Small Cap Equities 6,983,979 6,983,979 - -
International Equities 12,913,267 12,913,267 - -
R.E.I.T. Equities 4,148,444 4,148,444 - -
Marketable Alternatives 22,345,165 - - 22,345,165
Fixed Income Securities 24,870,365 24,870,365 - -
Limited Partnerships and

Others 1,329,319 - - 1,329,319
Cash and Cash Equivalents 50,073 50,073 - -

Total Investments $ 91,108,465 $ 67,433,981 $ - $ 23,674,484
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 6 - INVESTMENTS (Continued):

The following schedule summarizes The Health Trust's Level 3 investments activities for the year
ended June 30, 2011:

Balance as of June 30, 2010 $ 23,674,484
Net Unrealized/Realized Gain Included In

Change In Net Assets 3,443,995
Purchases Of Investments 912,283
Capital Contributions 380,000
Proceeds from Redemptions and Distributions (2,936,815)

Balance as of June 30, 2011 $ 25,473,947

The following schedule summarizes the investment returns and their classifications in the statement of
activities for the year ended June 30, 2011:

Unrestricted
Temporarily
Restricted Total

Interest Income $ 598,473 $ 8,395 $ 606,868
Dividend Income 736,303 7,000 743,303
Rental Loss (72,127) - (72,127)
Net Unrealized/Realized Gain 17,967,900 210,062 18,177,962

Total Investment Income 19,230,549 225,457 19,456,006

Less: Investment Expenses (862,300) (9,302) (871,602)

Net Investment Income $ 18,368,249 $ 216,155 $ 18,584,404

The following schedule summarizes the investment returns and their classifications in the statement
of activities for the year ended June 30, 2010:

Unrestricted
Temporarily
Restricted Total

Interest Income $ 1,271,002 $ 25,886 $ 1,296,888
Dividend Income 550,067 36,335 586,402
Rental Loss (24,741) - (24,741)
Net Unrealized/Realized Gain 9,503,777 282,989 9,786,766

Total Investment Income 11,300,105 345,210 11,645,315

Less: Investment Expenses (664,664) (18,759) (683,423)

Net Investment Income $ 10,635,441 $ 326,451 $ 10,961,892
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 7 - PROPERTY AND EQUIPMENT:

The cost and related accumulated depreciation of the property and equipment as of June 30, consisted
of the following:

2011 2010

Leasehold Improvements $ 2,520,515 $ 1,499,858
Equipment 1,860,225 1,378,239

4,380,740 2,878,097
Less: Accumulated Depreciation (1,645,714) (1,259,844)

Property and Equipment, Net $ 2,735,026 $ 1,618,253

Depreciation expense for the years ended June 30, 2011 and 2010 was $397,624 and $399,659,
respectively.

NOTE 8 - RESTRICTED INVESTMENTS / DISCONTINUED OPERATIONS:

The Health Trust is the fiduciary of a retirement account for a physician.  The balance on this account
is reported as a restricted investment on the statement of financial position and the offset balance is
included in accrued expenses due to discontinued operations under long-term liabilities.  As of June
30, 2011 and 2010, the balance of this retirement account was $589,158 and $613,507, respectively.
Restricted investments also include balances in 457(f) deferred compensation plans for two
executives.

NOTE 9 - LAND AND BUILDING HELD FOR INVESTMENT:

Management obtained valuations provided by real estate brokers and estimated the fair value of its
land and building held for investment as of June 30, 2011 and 2010.  Consequently, land and building
held for investment are stated at fair value at June 30, consisted of the following:

2011 2010

Land and Building Held for Investment $ 6,015,000 $ 7,500,000

Changes in the carrying value of the land and building held for investment for the years ended June
30, was as follows:

2011 2010

Land and Building Held for Investment, Beginning of Year $ 7,500,000 $ 3,359,598
Depreciation Expense - (37,000)
Effect of Adoption of FASB ASC 820-10 (1,485,000) (4,177,402)

Land and Building Held for Investment, End of Year $ 6,015,000 $ (854,804)
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 10 - GRANTS PAYABLE:

Grants payable consist of amounts awarded, but not yet paid, to grantees of The Health Trust.  Grants
payable at June 30, are to be paid as follows:  

2011 2010

Payables Due in Less Than One Year $ 2,427,949 $ 3,229,494
Payables Due in More Than One Year - 60,000

Total Grants Payable $ 2,427,949 $ 3,289,494

NOTE 11 - DESIGNATED NET ASSETS:

Under California charitable trust law, The Health Trust’s assets and income derived therefrom must
be used consistently with the purposes set forth in The Health Trust’s Articles of Incorporation at the
time the assets were obtained.  After the sale of its hospital related operations in 1996, The Health
Trust engaged in extensive negotiations with the Office of the California Attorney General (the "AG")
and received court approval for a long-term plan for the use of its assets in October 1997.  On June 8,
1998, The Health Trust amended its bylaws to reflect a new agreement with the AG for an alternative
plan for the use of its assets.  The amended bylaws established a single board-designated fund.

The board-designated fund of $94,640,357 and $83,873,752 at June 30, 2011 and 2010, is reserved for
medically related services and expenditures provided within Santa Clara County and Northern San
Benito County by or through a public or not-for-profit tax-exempt hospital.  Insurance covering
medical services for the medically indigent may also be funded.

The undesignated portion of The Health Trust’s net assets are available for The Health Trust’s general
purposes to promote and enhance the health of the greater Santa Clara County community and totaled
$15,049,745 and $14,424,508 at June 30, 2011 and 2010.

- 19 -



THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 12 - TEMPORARILY RESTRICTED NET ASSETS:

The Organization's temporarily restricted net assets as of June 30, consisted of the following:

2011 2010

Destination Home $ 2,104,719 $ -
Children's Dental Services 1,093,558 87,101
AIDS Services 414,607 192,602
Other Purposes 360,764 286,094
Meals on Wheels 301,597 302,434
Wellness Access and Education 122,372 167,040
Healthy Aging 105,000 -
Healthy Living 70,225 170,225
Natalie Fund 32,183 67,183
San Jose Medical Center Foundation Fund - 32,137

Total Temporarily Restricted Net Assets $ 4,605,025 $ 1,304,276

NOTE 13 - CONTRIBUTIONS IN-KIND:

The estimated fair value of donated supplies, rent and expert services are recorded as contributions.
During the years ended June 30, the following in-kind contributions were received by the
Organization:

2011 2010

Building and Equipment Rental $ 247,821 $ 247,821
Supplies 118,105 266,443
Professional Fees 29,795 15,758

Total Contributions In-Kind $ 395,721 $ 530,022

Volunteers also donated 35,929 and 29,432 hours of non-professional services for the years ended
June 30, 2011 and 2010, respectively.  Management has estimated the value of these services to be
$452,692 and $367,269.  Since these services did not require specialized skills, they have not been
recorded as support and expense in the financial statements.

NOTE 14 - PENSION PLANS: 

The Health Trust sponsors defined contribution plans under both Internal Revenue Code Section
401(a) and 403(b).  The plans cover all employees who meet the eligibility requirements.
Contributions to the 401(a) plan are discretionary and are determined annually by The Health Trust's
Board of Trustees.  For the years ended June 30, 2011 and 2010, contributions to the 401(a) plan were
$115,750 and $0, respectively.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 14 - PENSION PLANS (Continued): 

Under the 403(b) plan, eligible employees may contribute a percentage of their compensation as
defined in the plan agreements in accordance with Internal Revenue Service regulations.  In general,
The Health Trust matches 50% of an employee’s contribution up to 6% of an employee’s salary.  For
the years ended June 30, 2011 and 2010, contributions to the 403(b) plan were $120,141 and
$121,115, respectively.

The Health Trust also maintains 457(f) deferred compensation plans for senior executives.
Contributions to the plans are determined by the Board of Trustees each year and subject to
substantial risk of forfeiture.  For the years ended June 30, 2011 and 2010, The Health Trust did not
make any contributions to the 457(f) plan.

NOTE 15 - OPERATING LEASE COMMITMENTS:

The Organization is obligated under the following leases:

2105 South Bascom Avenue, Campbell, California - lease rate of $38,046 per month with a 4% annual
inflation adjustment.  The lease agreement ends on August 31, 2012.

1153 South King Road, San Jose, California - lease rate of $20,025 per month with escalating
payments.  The lease agreement ends on November 30, 2017.

46 and 48A Race Street, San Jose, California - lease rate of $5,579 per month.  The lease agreement
ends on June 30, 2016.

1400 Parkmoor Avenue, San Jose, California - lease rate of $6,964 per month. The lease agreement
ends on June 30, 2018. 

The minimum future rent payments under non-cancelable leases having remaining terms in excess of
one year as of June 30, 2011, for each year and in the aggregate are:

Year Ending June 30, Amount

2012 $ 790,747
2013 403,318
2014 331,327
2015 338,351
2016 345,585
Thereafter 117,132

Total Future Minimum Lease Payments $ 2,326,460

Rental expense, including in-kind, for the years ended June 30, 2011 and 2010 was $1,202,504 and
$1,152,197, respectively.
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THE HEALTH TRUST
(A California Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS
(Continued)

NOTE 16 - CONFLICT OF INTEREST POLICY:

Included among the Organization's Board of Trustees and Officers are volunteers from the community
who provide valuable assistance to the Organization in the development of policies and programs and
in the evaluation of business transactions.  The Organization has adopted a conflict of interest policy
whereby Board members are disqualified from participation in the final decisions regarding any action
affecting their related company or agency.
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