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INDEPENDENT AUDITORS' REPORT

The Board of Trustees
St. Luke's Health Initiatives
Phoenix, Arizona

We have audited the accompanying statements of financial position of St. Luke's Health
Initiatives (a not-for-profit corporation) as of June 30, 2009 and 2008, and the related
statements of activities and cash flows for the years then ended. These financial
statements are the responsibility of St. Luke's Health Initiatives’ 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. 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 St. Luke's Health Initiatives 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.

Our audits were made for the purpose of forming an opinion on the basic financial
statements taken as a whole. The supplementary information included in the schedules
of net assets information for the years ended June 30, 2009 and 2008, is presented for
purposes of additional analysis. Such information has been subjected to the auditing
procedures applied in the audit 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.
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Scottsdale, Arizona
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ST. LUKE'S HEALTH INITIATIVES
STATEMENTS OF FINANCIAL POSITION
June 30, 2009 and 2008

ASSETS

CURRENT ASSETS
Cash and cash equivalents
Promise to give
Prepaid expenses and other current assets

TOTAL CURRENT ASSETS
PROPERTY AND EQUIPMENT
Furniture
Equipment
Leasehold improvements

Accumulated depreciation

PROPERTY AND EQUIPMENT, net

OTHER ASSETS
Assets held in trust
Investments
TOTAL OTHER ASSETS
TOTAL ASSETS

See accompanying notes.

2009 2008
$ 1,385,483 $ 3,341,592
- 25,000

14,161 13,733
1,399,644 3,380,325
217,938 217,938

79,539 79,539

245,016 245,016
542,493 542,493

(388,372) (338,479)
154,121 204,014
523,446 723,603
82,767,190 104,799,671
83,290,636 105,523,364

$ 84,844,401 $ 109,107,703




LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable and accrued liabilities
Deferred rent - current portion
Grants payable - current portion

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
Accrued deferred compensation
Grants payable, net of current portion
Deferred rent, net of current portion
Liability of annuity payments

TOTAL LONG-TERM LIABILITIES
TOTAL LIABILITIES
NET ASSETS
Unrestricted net assets
Temporarily restricted net assets
Permanently restricted net assets

TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

2009 2008
145,508 $ 87,069
39,486 35,835
549,264 791,734
734,348 914,638
193,332 248,086
141,500 250,284
122,736 162,222
662,417 686,015
1,119,985 1,355,607
1,854,333 2,270,245
68,785,680 88,887,983
4,909,453 8,654,540
9,204,935 9,204,035
82,990,068 106,837,458
84,844,401

_$ 109,107,703



ST. LUKE'S HEALTH INITIATIVES
STATEMENTS OF ACTIVITIES
Years Ended June 30, 2009 and 2008

REVENUE, LOSSES AND OTHER SUPPORT
Interest, dividends, and other investment income
Net unrealized and realized gains/(losses)

on investments
Contributions
Other income
Net assets released from donor restrictions:
Health care services and programs of
various institutions
Expenses of qualified hearing-related programs
Expenses of qualified vision-related programs

TOTAL REVENUE, LOSSES
AND OTHER SUPPORT

GRANTS AND EXPENSES
Contributions to health care related organizations
Program related expenses
General Program
Arizona Health Futures
Technical Assistance
Affiliates

Total program related expenses
Supporting services

Investment and bank fees

Change in value of split interest agreement

Administrative expenses

Total supporting services
TOTAL GRANTS AND EXPENSES

CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR
NET ASSETS, END OF YEAR

See accompanying notes.

2009
Temporarily Permanently

Unrestricted Restricted Restricted Total
$ 2,076,036 $ 345,738 $ - $ 2421774
(18,343,615} (3.115,203) . (21,458,818)
2,307 - - 2,307
4,375 - - 4,375

465,225 (465,225) - -

254,552 (254,552) - -

255,845 (255.845) - -
(15.285,275) (3,745,087) - {19.030,362)
1,723,467 - - 1,723,467
1,194,632 - - 1,194,632
931,283 - - 931,283
173,561 - - 173,561
8,275 - - 8,275
4,031,218 - - 4,031,218
269,744 - - 269,744
48,402 - - 48,402
467,664 - - 467,664
785,810 - - 785,810
4,817,028 - - 4,817,028
(20,102,303) (3,745,087) - {(23,847,390)
88,887,983 8,654,540 9,294,935 106,837,458
$ 68,785,680 $  4,909.463 § 9,294,935 $ 82,990,068




2008

Temporarily Permanently
Unrestricted Restricted Restricted Total
$ 2,043,857 $ 347,040 $ - $ 2,390,897
(6,217,613) (1,058,727) - (7,276,340)
327,691 - - 327,691
7.545 - - 7,545
193,616 (193,616) - .
279,494 (279,494) - -
340,381 (340,381) - -
(3.025,029) (1,525,178) - {4.550,207)
2,080,699 - - 2,080,699
1,192,238 - - 1,192,238
903,210 - - 903,210
144,982 - - 144,982
12,475 - - 12,475
4,333,604 - - 4,333,604
371,116 - - 371,116
61,848 - - 61,848
410,729 - - 410,729
843,693 - - 843,693
5,177,297 - - 5,177,297
(8.202,326) {1,525,178) - {9,727,504)
97,080,309 10,179,718 9,294,935 116,564,962

$ 88,887,983 $ 8,654,540 $ 9,204,935 $ 106,837,458




ST. LUKE'S HEALTH INITIATIVES
STATEMENTS OF CASH FLOWS
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 by operating activities:
Depreciation expense
Deferred rent expense - rent holiday
Net realized and unrealized losses on
investments
Net realized and unrealized losses on
assets held in trust
Change in value of split interest agreement
(Increase) decrease in:
Promises to give
Prepaid expenses and other assets
Increase (decrease) in:
Accounts payable and accrued liabilities
Grants payable
Accrued deferred compensation

NET CASH USED BY
OPERATING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from sales of assets held in trust
Purchase of property and equipment
Net sales of investments

NET CASH PROVIDED BY
INVESTING ACTIVITIES

CASH FLOWS FROM FINANCING ACTIVITIES
Payments under split interest agreement

NET (DECREASE) INCREASE IN
CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS
AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL CASH FLOWS INFORMATION
Cash paid for income taxes

See accompanying notes.

2009 2008

$ (23,847,390) $ (9,727,504)
19,376 28,652

(5,318) (4,101)
21,322,041 7,276,340
136,778 69,979
48,402 61,848

25,000 (25,000)

(428) (27)
58,529 5,344
(360,254) (219,481)
(5,000) 9,389
(2,608,264) (2,524,561)
63,469 75,172

- (9,139)
660,686 3,732,396
724,155 3,798,429
(72,000) (72,000)
(1,956,109) 1,201,868
3,341,592 2,139,724
$ 1,385,483 $ 3,341,592
$ 3,215 $ 106,430




ST. LUKE’S HEALTH INITIATIVES
NOTES TO FINANCIAL STATEMENTS
June 30, 2009 and 2008

NOTE 1 NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES

Nature of Activities

St. Luke’s Health Initiatives’ (SLHI) history begins in 1908 with the establishment of the
St. Luke's Home, a tuberculosis sanitarium for Arizona residents. The St. Luke's Home
evolved over the century to become St. Luke’'s Health System (the System). St. Luke’s
Charitable Health Trust (later changed to St. Luke’s Health Initiatives) was formed as a
result of the sale of the System to a for-profit corporation and continued to use its
resources in support of the health care field in the community. On December 29, 2000,
St. Luke’s Foundation, an Arizona not-for-profit corporation, merged into St. Luke's
Health Initiatives, an Arizona not-for-profit corporation. SLHI is the surviving
corporation. All assets of St. Luke's Foundation subject to all liabilities and obligations
were transferred to SLHI. SLHI's mission is to improve the health of people and their
communities in Arizona, with an emphasis on underserved populations and the capacity
of communities to help themselves.

In preparing these financial statements, SLHI has evaluated events and transactions for
potential recognition or disclosure through September 3, 2009, the date the financial
statements were available to be issued.

Programs:
Technical Assistance Partnership

The purpose of the TAP (Technical Assistance Partnership) Program is to help
coalitions of small- to mid-size nonprofit agencies develop the tools and resources
they need to resolve critical management and community health issues by providing
them with technical assistance.

Contributions to Health Care Related Organizations

SLHI's regular community grants program generally includes grants up to $100,000
over one to two years to help organizations strengthen their capacity to improve the
health of underserved populations and communities. The ways this might occur are
various, but SLHI is primarily interested in promoting community partnerships and
volunteer efforts, convening people to develop better ways to address community
health issues, increasing public awareness and understanding of critical community
health needs and finding ways to sustain strong advocacy and broad-based
community support and involvement.



ST. LUKE'S HEALTH INITIATIVES
NOTES TO FINANCIAL STATEMENTS
June 30, 2009 and 2008

NOTE 1 NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Programs: (Continued)

Health in a New Key

SLHI launched Health in a New Key with a special grant offering celebrating SLHI's
ten year anniversary during the year ended June 30, 2006, which included four major
grants of $250,000 each, payable over a five year period. The program’s goals are to
support strength-based community development and capacity building, and to
demonstrate its power to improve practice and outcomes in community health, and
also to reinforce, support and extend a culture of proactive community health and
resilience in Arizona.

Arizona Health Futures and Medical Assistance

Arizona Health Futures is the health policy and education arm of SLHL. Its purpose is
to conduct relevant and timely policy research, to provide balanced, non-partisan
information and perspectives on health issues in Arizona, to serve as a convener and
forum for the critical discussion of those issues in an independent and policy-neutral
setting and translate good ideas into action through the support of community-based
initiatives. The main issues addressed were population health, access to care for the
uninsured and strength-based community development.

The medical assistance program is the continuation of the charity care that was
important to the work of the St. Luke's hospital system. SLHI has developed a
network of thirteen community partners that provide health services, including primary
and acute care, dental, vision and hearing to individuals below 200% of the federal
poverty level. Temporarily restricted funds are used to support vision and hearing
related services.

Basis of Accounting

The financial statements of SLHI have been prepared on the accrual basis of
accounting and accordingly reflect all significant receivables, payables and other
liabilities.



ST. LUKE'S HEALTH INITIATIVES
NOTES TO FINANCIAL STATEMENTS
June 30, 2009 and 2008

NOTE 1 NATURE OF ACTIVITIES AND SUMMARY OF SIGNIFICANT
ACCOUNTING POLICIES (Continued)

Basis of Presentation

Financial statement presentation follows the recommendations of the Financial
Accounting Standards Board in its Statement of Financial Accounting Standards (SFAS)
No. 117, Financial Statements of Not-for-Profit Organizations. Under SFAS No. 117,
SLHI is required to report information regarding its financial position and activities
according to three classes of net assets: unrestricted net assets, temporarily restricted
net assets, and permanently restricted net assets.

Revenues are reported as increases in unrestricted net assets unless the use of the
related assets is limited by donor-imposed restrictions. Expenses are reported as
decreases in unrestricted net assets. Realized and unrealized gains and losses on
investments and other assets or liabilities are reported as increases or decreases in
unrestricted net assets unless their use is restricted by explicit donor stipulation or by
law. In the absence of donor stipulations, donor restrictions on the use of income of an
endowment fund also extend to the net appreciation on the endowment fund.
Expirations of temporary restrictions on net assets, i.e. the donor-stipulated purpose
have been fulfiled and/or the stipulated time period has elapsed, are reported as
reclassifications between the applicable classes of net assets.

Cash and Cash Equivalents

For the purpose of the statement of cash flows, SLHI considers all highly liquid debt
instruments purchased with a remaining maturity of three months or less at date of
acquisition to be cash equivalents.

Fair Value Measurements

Financial Accounting Standards Board Statement No. 157 “Fair Value Measurements”,
(FASB Statement No. 157) established a framework for measuring fair value. That
framework provides a fair value hierarchy that prioritizes the inputs to valuation
techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements).
The three levels of the fair value hierarchy under FASB Statement No. 157 are as
follows:



