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Independent Auditors' Report

Board of Directors
Health Care Foundation of Greater Kansas City
Kansas City, Missouri

We have audited the statements of financial position of Health Care Foundation of Greater Kansas City
(the Foundation) as of December 31, 2007 and 2006, and the related statements of activities and
changes in net assets and cash flows for the years then ended. These financial statements are the
responsibility of the Foundation's management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with U.S. generally accepted auditing standards. Those
standards require that we plan and perform the audit 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 matenial respects, the
financial position of Health Care Foundation of Greater Kansas City as of December 31, 2007 and

2006, and the changes in its net assets and its cash flows for the years then ended in conformity with
U.S. generally accepted accounting principles.

April 2, 2008



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

STATEMENTS OF FINANCIAL POSITION - DECEMBER 31, 2007 AND 2006

ASSETS
2007

Cash $ 1,248,236
Accounts receivable

Prepaid expenses and deposits 62,210
Investments (Note 2) 566,172,654
Furniture, fixtures and equipment, less accumulated

depreciation of $152,777 and $85,599 in 2007 and

2006, respectively 119,907

2006
$ 2,988,383
6,291

57,945

550,109,798

134,961

$ 567,603,007

$ 553,297,378

LIABILITIES AND NET ASSETS
Liabilities:
Grants payable $ 18,118,959 $ 8,248,809
Accounts payable and accrued expenses 486,343 530,688
18,605,302 8.779.497
Contingency (Note 6)
Net assets, unrestricted:
Historic dollar value 445,483,735 445,483,735
Board-designated 663,881 500,925
Auvailable for general activities 102,850,089 98,533,221
548,997,705 544,517,881
$ 567,603,007 $ 553,297.378

See notes to financial statements.



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

STATEMENTS OF ACTIVITIES AND CHANGES IN NET ASSETS

YEARS ENDED DECEMBER 31, 2007 AND 2006

2007 2006
Revenues, gains and other support:
Contributions (Note 6) $ 700,000 $ 40,025,066
Investment income (Note 2) 28,254,324 63,002,333
Other revenue 11,260
Total revenues, gains and other support 28.954.324 103.038.659
Expenses:
Grants 22,699,131 14,572,099
Operating expenses (Notes 3 and 4) 1,775,369 1,402,630
Total expenses 24,474,500 15,974,729
Increase in net assets 4,479,824 87,063,930
Net assets, beginning of year 544,517,881 457,453,951
Net assets, end of year $ 548,997,705  $ 544,517,881

See notes to financial statements.



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

STATEMENTS OF CASH FLOWS

YEARS ENDED DECEMBER 31, 2007 AND 2006

Cash flows from operating activities:
Increase in net assets
Adjustments to reconcile increase in net assets to
net cash provided (used) by operating activities:
Depreciation
Unrealized (gains) losses on investments
Realized gains on investments
Loss on disposal of equipment
Changes 1n assets and liabilities:
Accounts receivable
Interest and dividends receivable
Prepaid expenses and deposits
Grants payable
Accounts payable and accrued expenses
Deferred revenue

Net cash provided (used)
by operating activities

Cash flows from investing activities:
Purchases of furniture, fixtures and equipment

Net (purchases) proceeds of investments

Net cash provided (used)
by investing activities

Net increase (decrease) in cash
Cash, beginning of year

Cash, end of year

2007 2006
$ 4479824 $ 87,063,930
68,561 51,417
9,179,701  (  35,726,390)
( 29,851,695) ( 19,924,834)

692

6,291 121
563,277 27,832
( 4,265) 1,766
9,870,150 4,536,941
( 44,345) 78,882
( 1.800)
(__5.731.809) 36.107.865
( 54,199) ( 90,157)
4045861  (__33.242.335)
3,991,662  (__33.332.492)
( 1,740,147) 2,775373
2.988.383 213,010
$ 1248236 $ 2988383

See notes to financial statements.



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2007 AND 2006

1. Organization and summary of significant accounting policies:
Organization:

Health Care Foundation of Greater Kansas City (Foundation) was created as a Missouri not-for-
profit organization in July, 2003, pursuant to an agreement (Settlement Agreement) between and
among Community Health Group (CHG), successor company to Health Midwest, the Missourt
Attorney General and Richard W. Brown, in connection with the sale of assets by Health
Midwest to HCA, Inc. (HCA). Health Midwest, a Missouri public benefit corporation, operated
various not-for-profit hospitals and other health care facilities in Kansas and Missouri which were
among the assets sold to HCA, a for-profit company. The Settlement Agreement provided that
two foundations would be established and that the net proceeds of the sale, as defined, would be
distributed 80% to the Foundation and 20% to the Kansas foundation (The REACH Healthcare
Foundation). Additionally, Richard W. Brown (Brown), an executive of Health Midwest, agreed
to contribute $517,247 to the Foundation.

The Articles of Incorporation limit expenditure of funds to the net cumulative earnings on the
original “historic dollar value” of assets, as defined in Missouri statutes; however, expenditures in
excess of this amount may be made, up to the amount of minimum distributions that would be
required were the Foundation considered a Private Foundation by the Internal Revenue Service.
Additional expenditures may also be made upon the approval of two-thirds of the Board. The
Foundation Board has resolved that the historic dollar value of the Brown contribution and CHG
distributions received be $445,483,735. Additional CHG distributions may be received in the
future subject to certain contingencies (Note 6).

The Foundation’s stated purpose is to fund, conduct or take part in programs to improve, protect
and/or restore individual, community and public health within specified communities, with
particular emphasis on individuals who are medically indigent or underserved. The communities
include Kansas City, Missouri, Jackson, Cass and Lafayette counties in Missouri, and Johnson,
Wyandotte and Allen counties in Kansas.

The initial Board of Directors was appointed by the Missouri Attorney General subject to
residency and other requirements as specified in the bylaws of the Foundation. Subsequent Board
members are to be nominated by a Community Advisory Committee (CAC), and elected by the
Foundation's Board of Directors. CAC members are to be appointed by the Missouri Attorney
General and elected officials of specified city and county governments in Missouri and Kansas.



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2007 AND 2006

1. Organization and summary of significant accounting policies (continued):
Basis of accounting:
The financial transactions are recorded in and reported by the following net asset groups:

Unrestricted net assets:

The unrestricted net assets represent resources over which the Foundation Directors have
discretionary control and are used to carry out operations of the Foundation in accordance with
its bylaws.

Board-designated funds are funds whose purpose is determined by the Directors. As the Board
has the ability to change the purpose of these funds, they are considered unrestricted.

The historic dollar value of net assets represents the market value of assets at the date of
contribution. The Board is limited to expending the cumulative net earnings on these assets, as
defined, but may also expend amounts to meet certain distribution requirements. Additional
expenditures may be made upon the approval of at least two-thirds of the Board. The Richard W.
Brown (Brown) contribution was made with the provision that each year the Foundation could
spend no more than 5% of the market value of the net assets resulting from the Brown
contribution as of the beginning of that year.

Temporarily restricted net assets:

Temporarily restricted net assets represent resources available for use currently or in the future,
but expendable only for purposes specified by the donor or within a donor-designated time
period.

Permanently restricted net assets:

Permanently restricted net assets are those contributions whose use by the Foundation is limited
by donor-imposed stipulations that the corpus be held in perpetuity. The earnings from these net
assets are available for use for either unrestricted or temporarily restricted purposes as specified
by the donor.

There were no temporarily or permanently restricted net assets as of December 31, 2007 or
2006.

Use of estimates:

The preparation of financial statements in conformity with U.S. generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets, liabilities, revenues and expenses. Actual results could differ from those
estimates.



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
YEARS ENDED DECEMBER 31, 2007 AND 2006
1. Organization and summary of significant accounting policies (continued):
Income taxes:

The Foundation received a determination letter from the Internal Revenue Service (IRS)
dated May 12, 2004 which states that the Foundation is exempt from Federal income tax
under Section 501(c)(3) of the Internal Revenue Code. The Foundation was treated as a
publicly supported organization during the advance ruling period ending December 31,
2007. In 2008, the Foundation submitted to the IRS the required information regarding the
advance ruling period. This information indicates that the Foundation qualifies as a publicly
supported organization. In order to maintain its status as a publicly supported organization,
the Foundation must maintain certain ratios of public support to total revenue, among other
requirements. In future years, if the Foundation does not meet the requirements for
continued treatment as a publicly supported organization, it will be classified as a private
foundation. Private foundations are subject to excise taxes of one to two percent on
investment income (as defined) and mandatory minimum annual distribution requirements.
Management believes that the Foundation will continue to qualify as a publicly supported
organization through 2013, and possibly beyond that year.

Furniture, fixtures and equipment and depreciation:

Furniture, fixtures and equipment are stated at cost. Depreciation is provided by the
straight-line method over the estimated useful lives of the assets.

Investments and concentrations of credit risk:

Investments are presented at fair value as determined by methodologies relevant to each
asset class with any related gain or loss reported in the statement of activities. Marketable
securities are held by a custodian and are stated at market value based on quoted market
prices. Alternative investments, principally private equity and real estate funds, are valued
using the most recent valuation available by the respective external fund manager. The fair
value of certain alternative investments such as private equity interests is estimated based on
valuations provided by external investment managers as of a prior quarter, adjusted for cash
receipts and disbursements through December 31, 2007. The fair value of real estate funds
is determined by independent appraisal, as reported by the fund managers. The Foundation
believes the carrying value of these financial instruments is a reasonable estimate of fair
value.

Financial instruments which potentially subject the Foundation to significant concentrations
of credit risk consist principally of cash and investments. Balances in cash accounts
occasionally exceed federally insured limits. The Foundation has a sweep investment
account which is not insured by the FDIC but is collateralized by a U.S. Government agency
obligation. Investment securities, in general, are exposed to various risks such as interest
rate, credit, and overall market volatility. Due to these risks, it is at least reasonably possible
that changes in risk could occur in the near term and those changes could materially affect
the amounts reported in the statements of financial position.
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HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2007 AND 2006

2. Investments:

Fair Excess of
Cost value fair value
December 31, 2007:
Cash and money market funds $ 8378 § 9,133
Marketable securities:
Equities, United States 184,245,244 203,620,702
Equities, other than U.S. 21,715,696 35,825,222
Equities, global 99,595,558 113,073,729
Fixed ncome 133,361,520 135,811,231
Alternative investments:
Private equity 20,123,742 22,175,034
Real estate funds 48,721,263 55,657,603
Balance, end of year $ 507,771,401 $ 566,172,654 $ 58,401,253
Balance, beginning of year $481,965,567 §$ 549,546,521 67,580,954
Unrealized losses on investments ($_9,179,701)
December 31, 2006:
Cash and money market funds $ 12,432 § 12,432
Interest and dividends receivable 563,277 563,277
Marketable securities:
Equities, United States 191,729,803 224,357,367
Bquities, other than U.S. 21,164,429 30,745,345
Equities, global 85,377,675 102,441,668
Fixed income 128,501,447 134,188,805
Alternative investments:
Private equity 8,590,491 8,596,581
Real estate funds 46,589,290 49,204,323
Balance, end of year $ 482,528,844 § 550,109,798 $ 67,580,954
Balance, beginning of year $428,798,398  $460,652,962 31,854,564
Unrealized gains on investments $ 35,726,390



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2007 AND 2006

2. Investments (continued):

Investment income comprises the following:

2007 2006

Interest and dividend income $ 7,508,595 $ 7,437,127
Other income, alternative investments 2,251,672 623,036
Realized gains 29,851,695 19,924,834
Unrealized gains (losses) ( 9,179,701) 35,726,390
Investment expenses (__2.177.937) (__1.296,341)

Income from investments 28,254,324 62,415,046
Interest from CHG holdback (Note 6) 587,287

$ 28,254,324 $ 63,002,333

3. Operating leases:

The Foundation leases office space under a one-year agreement and equipment under a three-year
noncancelable operating lease. The office lease provides for the option to renew for one-year
periods. The copier lease expired in June, 2007. The agreements require the Foundation to pay
applicable insurance, taxes and maintenance. Total rent expense was $55,702 and $48,022 for the
years ended December 31, 2007 and 2006, respectively.



HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2007 AND 2006

4. Operating expenses:

2007 2006

Payroll and related expenses (Note 5) $ 1,045,668 $ 769,451
Accounting and audit fees 17,120 17,362
Community relations 42,465 60,524
Conferences, conventions and meetings 11,452 14,905
Consulting fees 16,995 11,704
Depreciation 68,561 51,417
Dues, membership and subscriptions 8,261 8,071
Grant program development services 23,402 17,571
Health assessments 23,000 36,254
Information technology expense 52,227 51,213
Initiative program expenditures 166,506 105,575
Insurance 28,555 24,836
Legal fees 48,292 60,479
Loss on disposal of equipment 692

Miscellaneous 18,428 10,782
Office rent 53,950 44,518
Office supplies 17,582 16,034
Postage and delivery 7,995 6,479
Printing and publications 1,967 1,634
Public forums 40,645 55,963
Repairs and maintenance 11,332 8,326
Telephone 33,644 13,633
Travel 36,630 15,899

$ 1,775,369 $ 1,402,630

5. Retirement savings plan:

The Foundation sponsors a retirement savings plan (Plan) which includes salary deferral
features described in Section 401(k) of the Internal Revenue Code. The Plan is available to all
employees, who may contribute up to the statutory limit. The Foundation matches 100% of
employee contributions up to 6% of employee compensation. The Foundation may also make
annual discretionary contributions. The Foundation contributed $55,119 and $33,864 to the
Plan for the years ended December 31, 2007 and 2006, respectively.
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HEALTH CARE FOUNDATION
OF GREATER KANSAS CITY

NOTES TO FINANCIAL STATEMENTS (CONTINUED)

YEARS ENDED DECEMBER 31, 2007 AND 2006

6. Contingency:

Under the terms of the agreement between Health Midwest and the Missouri Attorney General
(Settlement Agreement), CHG, the successor to Health Midwest, held back an amount from the
net proceeds of the asset sale to provide for certain contingencies including potential liabilities as
defined in the Asset Purchase Agreement (APA). As a condition to accepting distributions from
CHG, the Foundation and REACH entered into an agreement with CHG to accept jomt and
several liability for any liabilities under the APA. The Settlement Agreement requires that after
three years, and every two years thereafter, CHG is to analyze whether there are cash reserves in
excess of the amount necessary to satisfy the remaining anticipated liabilities, and that such surplus
be distributed 80% to the Foundation and 20% to REACH. During 2006, the hold back and 80%
of certain cash reserves were distributed to the Foundation and REACH by CHG. Management
believes that the remaining amount in reserve is sufficient to provide for any future labilities and
that, consequently, no provision in the financial statements for any such liabilities is necessary.

7. Transactions with REACH:

The Foundation and REACH have agreed to work cooperatively on certain initiatives that relate to
the missions of both organizations. In each case, one of the organizations takes the lead role and
administers the initiative. The other organization makes a grant to the lead organization,
representative of the amount allocated based on a written agreement. In 2007, REACH made
grants to the Foundation totaling $700,000, and the Foundation made grants to REACH totaling
$200,000, pursuant to such agreements.
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