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Report of Independent Auditors

Board of Dircctors
St Vincent Health, Inc.

We have audited the accompanying consohidated balance sheets of St Vinceat Health, ne, as of
func 30, 2007 and 2006, and the related consolidated statements of operations and changes 1 net
asscls and cash flows for the years then ended These financial statements are the responsibitity
ol St. Vincent Health, Inc.’s management. Our responsibility is to express an optuion on these
{tnancial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepled n the United
States. Those standards require that we plat and perform the audit to ablain reasonable assarance
about whethier the financial statements ace free of tmaterial misstatement. We were not engaged
to perform an audit of St. Vincent Health, Ine.'s internal control over financial reporting. Our
audits 1ucluded consideration of internal control over {inancial reporting as a basis {or designing
audit procedures that are appropriate in the ctreumstances, but not for the puepose of expressing
an opinion on the effecliveness of St. Vincent Health, Tnc’s internal control over financial
reporting. Accordingly, we express no such opuwnton. An audit also includes examiniug, on a test
basis, evidence supporting the amounts and disclosures in the flnancial statcments, assessing the
accounting principles used and stgnificant estimates made by management, and evatuating the
overall financial statement presentation. We believe that our audits provide a reasonable basis for
our opinion.

In our opwion, the financial statements refened (o above present fairly, in all material respecls,
the consolidated financial position of St. Vincent Health, Inc. at June 30, 2007 and 2006, and the
consolidated results of its operations and changes in net assets and its cash flows for the YEATS
then ended in conformity with accounting principles generally accepted in the United States.

Our audits were conducted for the purpose of [orming an opinion on the basic consolidated
[inancial statements taken as a whole. The accompanying consolidating balance sheet and
statement ot operations and changes it net asscts as of and for the year ended June 30, 2007 are
presented (or purposes of additional analysis and are not a required part of the basic consolidated
firancial statements. Such information has been subjected to the auditing procedures applied in
our audit of the basic cousolidated financial statements and, (n our opinon, s fairly stated in all
material respects {n relation o the basic consolidated financtal statements taken as a whole.

Eonrat ¥ LLP

August 30, 2007
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St Vincent Health, Inc.

Consolidated Balance Sheets
(Dollars in Thousands)

June 30
2067 2006

Assets
Current assets: :

Cash and cash equivalents ‘ $ 82,851 % 70,569

Short-term investments 27,763 5,551

Accounts recetvable, less allowances for uncotlectible accounts

(362,362 and $51,376 in 2007 and 2000, respectively) 215,273 88619

[nventories 19,038 17,031

Other 15,274 18,357
Total current assels 360,196 100,127
Board-designated mvestinents 940,391 798,430
Other investments 9,449 4,395
Assels limited as to use:

Under bond indenture agreement 1,897

Temporarily or permaneatly restricted 53,527 41,447
Total assets hmtted as to use 54,624 41,447
Property and equipment:

[.and and improvements 31,430 48,764

Building and equipment £,290,322 [,E38,097

Construction 1 progress 61,429 69,049

Less accumulated depreciation 778,260 705,327
Total property and equipment, net 624,921 550,603
Other assets:

Goodwidl 59,508 -

[nvestment v uncoasolidated entities 41,899 35,932

Notes and other receivables 9,368 8,479

(rvestments in propetty, plant and equipment 10,660 9,610

Other 13,269 10,106
Total other assets 134,704 64,127
Total assets $ 2424285 § 1,759,129
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Liabilities and net assets

Cureent liabilities:
Current portion of long-termn debt -
Accounts payable and accrued liabtlities
Estimated thied-pacty payor settlements, nel
Current portion of self-insurance labilities
Other

Total current liabilitics

Nouncurrent ltabulities:
Long-term debt
Self-insurance tiabilities
Pension habtlities
Minority interest liabiliey
Deferred gain on sale of medical office buildings
Other

Total noncurrent habilities

Total liabilities

Net assets:

Unrestreted
Temporarily restacted
Permanently restricted

Total net assets

Total liabihties and net assets

See accompanying notes.
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June 30

2007 2006
$ 7,649 % 2,954
136,240 124,915
14,994 (5,408
4,111 3,990
3,757 §98
168,751 (48,165
350,756 304,836
198 74

53,297 13,296
27,914 4,166
5918 7,576
22,262 18,814
460,345 318,792
629,096 496,957
1,441,662 {220,725
35,296 25,624
18,231 15,823
1,495,189 1,262,172
$ 2124285 $ 1,759,129




St Vincent Health, Inc.

Consolidated Statements of Operations and Cl
(Dollars in Thowusands)

Operating revenue:

Net patient service revenue

Other revenue

Income from unconsolidated entities

Net asscts released from restrictions for operations
Total operating revenue

Operating expenses:
Salartes and wages
Employee benefits
Purchased services
Professional fees
Supplies
Insurance
3ad debts
Interest
Depreciation and amortization
Other
Total operating cxpenses before lpatrent expense

[ncome from operations before tmparment
fmpairment wrile-down
Income from operations

Nonoperating gains (losses):
fnvestinent income
Income from unconsolidated entities
Other

Total nonoperating gains, net

Excess of tevenue and gains over expenses

Continued on next page.

07060339230

1anges tin Net Assets

Years Ended June 30

2007

2006

$ 1,549,499

5 1.335222

38,803 32,298
15,023 21,418
2962 2,548
1,606,287 1,391,486
573,788 504,691
153,782 133,477
130,450 82,367
54,526 43,495
242,469 209,222
7,146 7,728
87,871 69,252
16,624 12,408
74,779 60,632
119,403 112,295
[,460,838  ~ 1,235,567
145,449 155,919

- 567

145,449 155,352
122,689 53,716
779 1,002

_ {11,138) (8,033)
112,330 46,685
257,779 202,037



St. Vincent Health, Inc.

Consolidated Statements of Operations and Changes in Net Assets (continued)
{Dollars in Thousands)

Years Ended June 30

2007 2006

Unrestricted net assets:

Excess of revenue and gains over expenses kY 257,779 § 202,637

Decrease tn additional mintmum pension Hability 5,691 15,323

Trauster to sponsor and other aflfiliates, net {42,5304) (3.340)

Net assets released {from restrictions for property acquisitions £,392 2,845

Other B (1,623} 502

[ncrease in unrestricted net asscts, before cumulative

effect of change in accounting principle 220,937 217,366

Cumnulateve effect of change in accounting principle (6,577)
[ncrease n unrestricted nel assets 220,937 210,789
Temporarily restricted net assets:

Contributions 9836 8,320

Net change in unrealized gains/losses o investments 1,240 (1,213

Investinent income 1,893 1,572

Net assetls released from restrictions {4,554) (5,393)

Other 1,257 1,206
[ncrease in temporacily resteicled net assets 9,672 4,492
Permanently restuicted net assets:

Contributions 644 1,345

Net change in unrealized gains/losses on investiments 1,185 985

[nvestment income 20 149

Other | 562 (97)
Increase n permancently restricted net assets 2,408 2,382
[hcrease i net assels 233,617 217,663
Net assets, begimning of the year 1,262,172 1,044,509
Net assets, end of the year % 1495189 F 1262172

See accompanying notes.

At
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St. Vincent Health, [nc.

Consolidated Statements of Cash Flows
(Dollars in Thousands)

Years Eacled June 30
2007 2006

Cash flows from operating activities
{ncrease n net assets $ 0233017 % 217661
Adjustments (o reconcile changes in net agsets to

net cash from operating activitics:

Deprecration and amoruzation ' T4,779 60632
Provision for bad debts 87,871 69,232
Change m additional mitumum pension hability {5,693} (15,325
Net realized and change in unsealized gainsflosses on investments {£22,689) (33.716)
Loss (gaw) on sale of assets, net 1,848 {I57)
[mpaiment wiie-down - 567
Cumulative effect of change in accounting principles 6,577
Transfters to sponsor and other affiliates, net 42,504 3.34¢
Restncted cantributtons and (nvestment income {12,390} (11,386)
(Increase} decrease in:
Short-term savestmenis {8,305) {43
Accounts recevable {96,340) {79,254}
nventories and other curment assects 3,352 (6,§82)
favestments classified as trading (24,080) {98,530
Other assets (8,063} (17.880)
{ncrease (decrease) in:
Aceounts payable and accrued Habilities 5,282 6,361
Eistumated tucd-party payor settlements, net {2,730) (2.101)
Other curcent liabiliies 4,717 426
Other noncurrent hiabilities 10,161 18,318
Net cash provided by operating activities 182,339 98,73
Cash flows from lavesting activities
Property and equipment additions, net (107,593 (86,385)
Proceeds from sale of property and equipment and other assets £.950 2,726
Purchases of new operating assets, net of cash acquired {53,643)
Net cash used in investing activities {159,288) (83.859)
Cast flows from financieg activities
[ssuance of long-term debt 7,514 -
Repaymeat of long-term debt (12,664) (2,739}
[ncrease in assets under bond indenture agreements {62)
Transfers to sponsor and other affihiates, net (6,067} (3.341)
Restricted contmibutions, investment income and other restuicted activity 310 4512
Net cash used in financing activities (£0,969) (1,568)
Net merease in cash and cash equivalents 12,282 12,746
Cash and cash equivalents, beginning of the year 70,569 57,821
Cash and cash equivalents, end of the year $ 82851 3 710,569

See accompanying notes
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St. Vincent Health, Inc.

Notes to Consolidated Financial Statements
(Dollars in Thousands)

Years Ended June 30, 2007 and 2006

. Organization and Mission
Organizational Structure

St. Vincent Health, {nc. (the Comporation), is a member of Ascension Flealth, Ascenston Health (s
a Catholic, national health system consisting primarily of nouprofit corporations that own and
operate local health care facilities, or Health Minstries, located in 20 of the United States and the
District of Columbia. Ascension Health is sponsored by the Northeast, Southeast, East Central
and West Ceantral Provinces of the Daughters of Chanty of St. Vincent DePaul (Daughters of
Charity), the Congregation of the Sisters of St. Joseph of Nazareth (Sisters of St. Joseph) and the
Ststers of St. Joseph of Carondetet (CSH).

"The Corporation’s hospitals provide inpatient, outpatient and emergency care services for the
tesidents of central Indiana, Admitting physicians are primartly practitioners in the tocal aren
The Corporation is related to Ascension Health's other spousored organizations through common
control. Substantially all expenses of Ascension Health and its sponsored organtzations are
related to providing health care services.

The Comporation s continuing to enhance its development as an integrated health care delivery
system through other relationships and affitiations with other providers, practitioners, and
surers throughout the State of Indiana and Qhio. [n this connection, the Corporation has formed
separate affiliation arrangements with Cardinal Health System, Inc. (Delaware County) and
Columbus Regional Hospital, Inc. (Bartholomew County) to develop joint services in the
communities they commonly serve. In addition, the Corporation entered into an agreement with
Cinctnati Children’s Medical Center to enhance the pediatric subspecialty services to
St. Vincent Children’s Hospital. None of these alfiliations have resulted in significant asset
transfers and are not expected to result in consolidation of the related entities,

The Corporation wnctudes the following not-for-profit hospitals and healthcare entities:

§706.0539230 7



St. Vincent Health, [nc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

. Organization and Mission (continued)

Organizational Structure (continued)

Acute care hospitals:

St. Vincent Hospital and Health Care Center, Inc., d/b/a St. Vincent Hospital and Health
Services (SVHHS) includes the following hospitals in [ndianapolis, Indiana:

St. Vincent Indianapolis Hospital

St. Vincent Women s Hospital

St. Vincent Stress Center

St. Vincent Children’s Hospital
St. Vincent Carmel Hospital, Inc. (St. Vincent Carmel), Carmel, Indiana.
St. Joseph Hospital & Health Center, Inc. (St. Joseph-Kokomo), Kokomo, Indiana.
Saint John's Health System (Saint John's), Anderson, [ndiana.
St. Vincent Seton Specialty Hospital, Inc. (Seton): Scton is a long-term acute care hospital
with locations in Indianapolis and Lafayette, Indiana.
St. Vincent Pediatric Rehabilitation Center, [ne. (Pediatric Rehab): Pediatric Rehab is a
pediatric hospital located in [ndianapolis, Indiana.
St. Vincent New Hope, [nc. (New Hope): New Hope is a residential treatment facility
primarily providing residential and rehabilitation services for adults with a variety of
developmental disabilities and is located in Indianapolis, Indiana.

The following acute care facilities are designated by Medicare as critical access hospitals:

St. Vincent Williamsport Hospital, [ne. (Williamsport): Williamsport is an acute care
hospttal located in Williamsport, Indiana.

St. Vincent Jennings Hospital, [nc. (Jennings): Jennings is an acute care hospital located
in North Vernon, [ndiana.

St. Vincent Frankfort Hospital, Inc. (Irankfort): Frankfort is an acute care hospital
located in Frankfort, [ndiana.

St. Vincent Randolph Hospital, [nc. (Randolph): Randolph is an acute care hospital
located in Winchester, Indiana.

St. Vincent Clay Hospital, Inc. (Clay): Clay is an acute care hospital located in Brazil,
[ndiana.

St. Vincent Mercy Hospital (Mercy): Mercy 1s an acute care hospital located in Elwood,
[ndiana.

0706-0839280 8



St. Vincent Health, Ine.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

1. Organization and Mission (continued)

Organizational Structuee (continued)

Other healtheare eatities:

St. Vincent Hospital Foundation, [nc.. Saint John's Foundation. Inc.. St Joseph
Foundation of Kokomo, Indiana, (nc.. St. Vincent Frankfort Hospital Foundation, Ine.,
St. Vincent Randolph Hospital Foundation, Inc., St Vincent Williamsport f lospital
Foundation, Inc., St Vincent Jennings Hospital Foundation. Ine. and St. Vincent Merey
fospital Foundation, Inc. (Foundations): The Foundations provide fund raising efforts
to support the charitable, religious, scientific, and educational purposes of charitable
works of SVHHS, Saint John's, St. Joseph, Frankfort, Randolph, Williamsport, Jeanings,
Merey, and other health facilities in accordance with the mission and values of Ascension
Health.

Central Indiana Health System Cardiac Services, Inc. (CIHSCS): CIHISCS serves as a
jowt venture partner . two freestanding cardiac catheterization laboratorics supporting
the Hosputal.  CIHHSCS 15 a 49% joint venlure pactner tn Lafayette Heart Program
Holdings, LI.C, a cardiac program in Lafayette, lndiana. CHISCS also owns 65% of St
Viacent Heart Center of Indiana, LLC which opened in December 2002.

St. Vincent Health, Inc. (SVF). SVII provides the corporate support functions for the
Corporation.

St Vincent Physician Network, LLC (SPN): SPN is the Corporation’s primary and
specialty care network of physicians. SPN was meorporated on January {, 2005 and its
operations had previously beeun tncluded as pact of SVHIIS.

Northeast Medical Center, Inc. (NEMC): NEMC is a real estate holding co mpany that is
holding land for future expansion of healthcare services.

Acquisition of Majorily Shares of St. Vincent Heart Center of Indiana, LLLC

Effective July 7, 2006, CIHSCS purchased an additional 15% iuterest in St. Vincent Heast
Center of Indiana, LLC (SVHCI) for $50,000. CIHSCS now owns 65% of SVHCI and The Care
Group Heart Hosputal, LLC (TCGHI) owans the remaining 35%. The transaction was accounted
for as a purchase and SVHCI was consolidated as part of St. Vincent Health's financial
statements effective with the purchase date.

©706.03 39280 9



St. Vincent Fealth, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

1. Organization and Mission (continued)
Acquisition of Majority Sharces of St. Vincent Heart Center of ladiana, LLC (coutinued)

As part of the transaction, CHSCS and TCGHH entered mio an option agreement where
CIHSCS shall have a “call” for the purchase of an additional 5% of SVHCI from TCGHH and
TCGHH shall have a “put” for the sale of those same option units to CIHSCS. The options are
exercisable during the period beginaing ou July 7, 2009 and ending on January 6, 2010 for a
price of approxumately 519,000 subject to certain reductions outlined in the option agrecment.
The transaction resulted i approximately $63,758 of goodwill, inciuding the effect of the option
which was accounted for as additional mivority interest habitity. The goodwill will be amortized
on a straight line basis over a I35 year period.

Mission

Ascension Health directs its govermance and management activities toward strong, vibrant,
Catholic Health Ministries united in service and healing and dedicates its resources to spititually
centered care which sustains and tmproves the health of the individuals and communities it
scrves. In accordance with Ascension Health’s mission of service to those who are poor and
vulnerable, each Health Miistry accepts paticnts regardiess of theuwr ability to pay. Ascension
Health uses four categories to identify the resources utilized for the care of persons who are poor
and comumunity benefit programs:

+ Traditional charity care includes the cost of services provided to persons who cannot
afford health carc because of inadequate resources and/or who are uninsured or
underinsured.

+  Unpaid cost of public programs represents the uapaid cost of services provided Lo persons
covered by public programs for the poor.

* Cost of other programs for the poor includes uureimbursed costs of programs
intentionally designed to serve the poor and vuluerable of the community, including
substance abusers, the homeless, victims of child abuse, and persons with Acquired
Immune Deficiency Syndrome.

+ Community benefit consists of the unreimbursed costs of community benefit programs
and services for the general comununity, not solely for the poor, including heatth
promotion and education, health clinics and screenings, and medical research.

[
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St. Vinceat Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

1. Organization and Mission {(continued)
Mission (continued)

The net cost to the Corporation of providing care of persons who are poor and community
benefit programs is as follows:

Years Ended June 30

2007 2006
(Unaudited)
Traditional charity care provided 5 25,183 § 23,060
Unpaid cost of public programs for tie poor 69,312 57,918
Other programs for the poor 3,974 4,747
Community benefit programs {9,280 17,541
Care of persons who are poor and community benefit programs 3 117,749 $ 103,266

Discounts arc provided to all uninsured patients, including those with the means to pay.
Discouats provided to those paticuts who did not qualify for assistance under charity care
guidetines are not included in the cost of providing care of persons who are poor and cofmmunity
benefit programs. The cost of providing care of persons who are poor and communty beaefil
programs 18 estimated using inlernal cost data,  The estimates may continue to be refined
subsequent to the balance sheet date.

Priuciples of Consolidation

All corporations for which operating control is exercised by the Corporation or one of ifs
member corporations are counsolidated, and all significant inter-entity transactions have been
eliminated (n consolidation. Investments (n entities where the Corporation controls 50% or less
of the enlity’s operations and does not have operational control are recorded under the equity or
cost method ol accounting. The following represents the Corporation’s interest tr unconsolidated
entities recorded under the equity method of accounting:

470 0519120 11



St Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

I. Organization and Mission (continued)

Principles of Consolidation {continued)

Mid America Clinical Laboratories, [L.C
St. Vincent Heart Center of [ndiana, LEC
Naab Road Surgery Center, LLILC
Rehabilitation Hospital of Indiana, Inc.
Advantage Health Solutions, Inc.

Carmel Ambulatory Surgery Center, LLC
Lafayette Heart Program Holdings, LLLC
Other

2. Significant Accounting Policies

Use of Estimates

Management has made estimates and assumptions that affect the reported amouunts of certain

[nvestment Recorded
inn Cousolidated
Balance Sheet as of

Effect on
Consolidated Kxcess
of Revenue and

June 30 Gaias over Expeanses
{for the
Years Ended June
30
2007 2006 1007 2006

$ 4,526 § 4,759 § 2,002 3§ 2067
- 10,694 - 9,106

742 684 3,389 2,643
2,024 889 1,135 1,176
5,289 4,471 819 671
2,597 2,354 5,713 5,548
15,136 - 1,179 -
11,585 12,081 1,475 1,206
$40899 § 15932 $15802 § 22,420

assets, liabilities, revenues, and expenses. Actual results could differ from those estimates.

Fair Values

Camrying value of financial (nstruments classified as cuerent assets and current habilities
approximate fair valuc. The fau values ol other financial instruments are disclosed in their

respective notes.

4706.0839230



St Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)
Casti and Cash Equivalents

Cash and cash equivalents ate comprised of cash and interest-bearing deposits with maturities of
three months or less when acquired, excluding Board -designated vestments, assets limited as to
use, and other investments.

{nvestments and [nvestinent [ncome

Board-designated investments represent snvestments designated by resolution of the Board of
Duectors (o put amounts aside primacily for future capital expansion and unprovements. Assels
limited as to use represent investments restricted under bond indenture agrecments for capital use
ov debt repayment purposes and investments restricted by donors. Investments in equity
sccurtties and debt securities are measured at fair value in the consotidated balance sheets. Fau
values are based on quoted market prices, if available, or estimated ustng quoted market prices
for stmtlar securities.

In previous years, wvestinents n Asceasion [Health's investment pool (sce Note 3) were
classified as non-trading. As such, uarealized -cains and losscs that were considered temporary
were excluded from excess of tevenue and gains over expeases. Durtng 2007, Ascension Health
determined that substantially all of its investment portfolio was more accurately classified as
trading, with unrealized gains and losses included in excess of revenue and gains over expenses.
Theretore, certain amounts in the accompanying 2006 consolidated financial statements have
been reclassified to reflect this change tn classification. These reclassifications did not impact the
increase in net assets previously reported.

fuvestment income (including realized and unzealized gains and losses on mvestments, interest
and dividends) is reported as nonoperating gains (losses) unless the income is restricted by donor
or law. The cost of substantially all securities sold is based on the average cost method,

et
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St. Vincent Health, Inc.

Notes to Consolidated [inancial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (continued)
Loventories

laventories, consisting primarily of medical supplies and pharmaceuticals, are stated at the lower
of cost (first-in, first-out) or market value.

Property and Equipment

Property and equipment are stated at cost or, 1f donated, at fair market value at the date of gift.
Depreciation 1s determined on a straight-tine basis over the estimated useful lives of the related
assets and tncludes amortization of assets recorded under capital leases. Hstimated useful lives by
asset category are as follows: land tmprovements ~ 10 to 15 years: buildings — 20 to 40 years:
and equipmeat ~ 3 to 10 years. Depreciation expense in 2007 and 2006 was $74.779 and
$60,632, respectively. Interest costs incurred as patt of the related construction are capitalized
during the period ol construction. Net interest capitalized in 2007 and 2006 was $1.215 and

$450, respectively.

Costs mcurred in the development and stallation of internal use soltware ate expensed or
capitalized depending on whether they are incurred in the preliminary projoct stage, application
development stage, or post-implementation stage. Amounts capitalized are amortized over the
useful life of the developed asset following project completion.

Several capital projects have remaining construction commitments of approxunately $1732(

Eftective June 30, 2006, the Corporation adopted the provisions of FASE [nterpretation No. 47
(FIN 47), Accounting for Conditional Asset Retirement Obligations, an interpretation of FASB
Statement No. 143 (FAS 143), Accounting for Asset Retirement Obligations. FAS 143 provides
gudance on accounting and reporting for obligations associated with the retirement of tangible
long-lived assets and the associated asset retirement costs. Assel retirement obligations include,
but are not limited to, certain types of environmental issues which are legally required to be
remediated upon an asset’s retitement as well as contractuaily required asset retiverment
obligations. FIN 47 provides clarifying guidance on conditional asset retirement obligations.
Conditional asset retirement obligations are obligations whose settlement may be conditional on
a future event and/or where the timing or method of such settlement may be uncertain. FIN 47°s
guidance requires such conditional asset rctirement obligations to be estimated and recognized.
Application of these pronouncements primarily affects the Corporation with respect to required
future asbestos remediation.

07060339220 {4



St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies {continued)
Property and Equipment (continuod)

Conditional asset retirement obligations exist relating to asbestos remediation in certain hospital
butldings. Conditional asset reticement obligations of $7,674 and $7,504 as of June 30, 2007 and
June 30, 2006, respectively, are recorded in other noncurrenl liabilities in the accompanying
consolidated balance sheets. The cumnulative effect of initially applying FIN 47 of $6,577 during
2006 was recognized as a change n accounting principle in the accompanying consolidated
statements of operations and changes i net assets. During 2007, $190 of retirement obligation
were incurred and settied. Acoretion expense of $360 was recorded in 2007.

Temporarily and Permanently Restricted Net Assels

Temporarily restricted net assets are those assets whose use by the Corporation has been Lunited
by donors to a spectfic time period or purpose. Permanently restricted net assets consist of gifls
with corpus values that have been restricted by donors to be maintained by the Corporation tn
perpetuity. Temporarily vestricted net assets and earnings on permanently restricted net assets are
used in accordance with the donor’s wishes primarily to purchase equipment and to provide
charity care and other health and educational services. Contributions with donor-imposed
restrictions that are met  the same reporting period are reported as unrestricted.

Performance Fudicator

The Corporation’s performance indicator is excess of revenue and gains over expenses which
includes all changes in uneestricted net assets other than changes in the additional miaimum
pension liability, transfers to or from sponsors and other affiliates, net asscts released from
restrictions  for properly acquisitions, contributions of property and equipment, and the
curmulative effect of changes in accounting principles.

07066339280 15



St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
{Dollars in Thousands)

Z. Siguificant Accounting Policies (continued)
Operating and Nonoperating Activities

The Corporation’s primary mission 5 to meet the health care needs of its local market arca
through a broad range of general and specialized health care services including tpaticnt acute
care, outpatient services, long-term care and other health care services. Activities directly
associated with the furtherance of this purpose are cousidered to be operating activities. Other
activities that result in gains or losses peripheral to the Corporation’s primary wmission arce
considered to be nonoperaling, counsisting privarily of investment income offset by oty
tnterest expense, grants and a portion of the Foundation's fundraising activities.

Net Patient Service Revenue, Accounts Receivable and Aflowance for Uncollectible
Accounts

Net patient service revenue is reported at the estimated realizable amounts from patients, third-
party payors, and others for services provided and includes estimated retroactive adjustments
under reimbursement agreements with third-pacty payors. Revenue under certain third-party
payor agreements is subject to audit, retroactive adjustments, and signuficant regulatory actions.
Provisions for third-party payor scttlements and adjustinents are estimated in the period the
related services are provided and adjusted in future periods as additional information becomes
avatlable and as final settlements are determined. Laws and regulations governing the Medicare
and Medicaid programs are complex and subject to taterpretation. As a result, there is at least a
possibitity that recorded estimates will change by a material amount in the ncar term.
Adjustments to tevenue related to prior periods increased net patient service revenue by
approximately $12,397 and $10,209 for the years ended June 30, 2007 and 2006, respectively.

During 2007 and 2006, approximately 28% aad 27% of the Cormporation’s net patient service
revenue was received under the Medicare program, 3% under the state Medicaid program, and
51% and 352% from contracts with health maintenance otganizations, preferred provider
orgamzations, and insurance company acrangements, respectively. The Corporation grants credit
without coflateral to its patients, most of whom are local residents and are tnsured under third-
patly payor arrangements. Significant concentrations of accounts receivable at June 30, 2007 and
2006 nclude Medicare (19%), Medicaid (5% and 6%), Blue Cross (18% and 16%), managed
care and commercial (39% and 38%) and sell-pay (19% and 219), respectively.
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St Vincent Health, Inc.

Notes to Consolidated Financial Statements {continued)
(Dollars e Thousands)

2. Significant Accounting Policies (coutinued)

Net Patient Service Revenue, Accounts Receivable and Allowance for Uncollectible
Accouats (continued)

The provision for bad debts is based upon management’s assessment of historical and expected
net collections considening historical business and economic conditions, trends in health care
coverage and other collection tndicators. Periodically throughout the year, management assesses
the adequacy of the allowance for uncollectible accounts based upon lustorical swrite off
experience by payor category. The results of this review are then used to make any modifications
to the provision lor bad debts (o establish an appropriate allowance for uncollectible accounts.
After satisfaction of amounts due from swrance, the Corporation follows established guidelines
for placing certain past due paticat balances with collection agencies, subject to the terms of
certain restrictions ou collection efforts as defermined by Ascension Health, Accounts receivable
are written off after collection efforts have been followed 1n accordance with the Corporation’s
policies.

Amortization

Bond issuance costs, bond discounts, and bond premiums are amortized over the tenm of the
bonds using a method approxumating the effective interest method. Other intangible assets,
which tnclude goodwill related to the additional ownership iterest in SVEHCE, 13 amortizaed usee
the straight-line method over its estimated usclul life of 15 years. Gross goodwill is $63,758 less
accumulated amortization and amortization expense for 2007 of $4,250.

Income Taxes

The Corporation, an Indiana not-for-profit corporation, which includes sixteen acute care entities
and other health carc-related  entities, are primarily tax-exempt organizations under
Section 501(c)(3), and thetr related mcome 15 exempt from federal income tax under Internal
Revenue Code Scction 501(a).

07066319230 {7



St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

2. Significant Accounting Policies (coutinued)

Regulatory Compliance

Various federal and stale agencies have wutiated investigations regarding reimbursement claimed
by the Corporation. The wvestigations are 1n various stages of discovery, and the ultunate
resolution of these wmatters, including the liabilities, 1f any, cannot be detcrmined at this time;
however, in the opinion of management, the results of these tavestigations will not have a
material adverse unpact ou the consolidated tinaacial statements of the Corporation.

Impairmeunt Write-Down

During 2006, management determined that the goodwill related to a physician practice of Saint
John's was impaired based on the continuimng negative cash flow from operations from this
practice. The entite amount of the goodwill of $567 was written-off and has been included in
umpatrment write-down n the accompanying 2006 consolidated statements of operations and
changes 1 net assets.

Reclassitications
Certain reclasstfications were made to the 2006 consolidated financial statements to conform to

the 2007 presentation. These reclassifications had no umpact on the change i net assets
previously reported and did not matenally change individual financial statement line items.
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St Vineent Health, Ine.

Notes to Consolidated Financial Statements (continued)
(Doliars in Thousandsj

3. Board-Designated {uvestments, Assets Limited as to Use, and Other [uvestments

The composition of investments classified as Board-designated investinents, assets limited as (o
use, and other investments is summacized as follows-

June 30

2007 2006
Cash and short-term investments $ 6,254 £ 2332
Investments in HSD 949 501 799,997
United States government obligations 6,825 3,065
Corporate obligations 6,236 5,327
Marketable equity scourities 36,855 29,978
luternational sccurities 4,793 224
Other _ - ,320
Board-designated investments, assets Hmited
as to use, and other investments $1,004,464 844272

The Health System Depository (HSD) ts an investment pool of funds whose participants nclude
certain health-care-related entities sponsored by Asceasion [Mealth and other warelated health
care orgaizations. The HSD uses financial futures and options to adjust portfolio duration,
restiucture term exposure, change sector exposure, or atbitrage market incfficiencics. Financis!
futures and options are not used to speculate or leverage the portfolio. Outstanding derivative
instruments are recorded at fair market value, and changes in fair market value kave been
recorded as nonoperating gains in the consolidated statements of operations and changes in net
assets.

Net carnings of the HSD are allocated to investing participants o1 a pro rata basis. As of June 30,
2007 and 2006, respectively, the total HSD investments consist of marketable equity securities
(21.9% and 313%), US. government, state, municipal and agency obligations (20.4% and
21.0%), corporate obligations (18.8% and 27.( %), mtermational securities (16.4% and 15.7%),
pooled short-term investment fund (6.4% and 4.4%), and alternative investments censisting of
hedge funds, private equity, real estate, commodities, ctc (16.1% and 0.699).
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St Vincent Flealth, Inc.

Notes to Consolidated Financial Statements (continued)
(Doliars in Thousands)

3. Board-Designated Investments, Assets Limited as to Use, and Other Investments
(continued)

Investment return 1s summarized as follows:
Years Ended June 30

2007 2006
Interest, dividends and net realized gains $ 124,602 $ 57,617
Net change in unrealized restricted gains (losses) 2,425 {2,408)
Total investment return 3 1270627 % 55209
Included in nonoperating gains § 122,689 $ 53,716
Reported separately as increase in restricted net assets . 4,338 [,493
Total investment return $ 127,027 $ 55209
4. Long-Term Debt
Long-term debt cousists of the following:
June 30
2007 2006
[ntercompany debt with Ascension Health, payable in
installments theough November 2039; interest (4.3% at
June 30, 2007) adjusted bascd on prevailing blended
market mterest rate of underlying debt obligations % 304,734 § 3070616
Hospital Revenue Bonds 53,095 -
Obligations under capital leases 424 -
Other 152 174
358,405 307,790
Less current portion of long-term debt 7,649 2,954
Long-term debt, less current portion $ 350,756 % 304,836

20
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St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

4. Long-Term Debt (continued)
Scheduled principal repayments of long-term debt are as follows:

Year endmg June 30:

2008 $ 7,049
2009 6,121
2010 6,339
2011 6,528
2012 6,719

Thecattee 325,049

Total ~ $358,405

Certain members of Ascension Health participate in the Ascenston Health Credit Group (Senior
Credit Group). Each Senior Credit Group merber is ideatified as either a senior obligated group
member or senior limited designated affifiate. Senior obligated group members are jointly and
severally liable under a Senior Master Trust Indenture (Sendor MTI) to make all payments
required with respect to obligations under the Senior MTI and may be eutitics nol coatrolled
directly or indurectly by Ascension Health, Though senior fimited designated affiliates are not
obligated to make debt service payments on the obligations under the Senior MTIE, each senior
fumited desiguated affiliate has an independent limited designated affiliate agreement and
pronussory note with Ascenston Health with stipulated repayment terms and conditions, cach
subject to the governing taw of the limited desiguated affiliate’s state of incorporation. The
Corporation s a senior obligated group member under the terms of the Senior MTL

Parsuant to a Supplemental Master [ndenture dated February 1, 2005, senior obligated group

members which are operating entities pledged aund assigned to the Master Trustee a security
interest w all of their rights, title and tterest in their pledged revenues and proceeds thereof
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St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

4. Long-Term Debt (coutinued)

A Subordinate Credit Group, which s comprised of subordinate obligated group members and
subordinate lunied designated affihates, was created under the Subordinate Master Trust
Indenture (Subordinate MTI). The subordinate obligated group members are jointly and severally
liable under the Subordinate MTT to make all payments required with respect to obligations
under the Subordinate MT1 and may be entities not controlled directly or indirectly by Ascension
Health. Though subordinate limited designated affiliates are not obligated to make debt service
payments on the obligations under the Subordinate MTI, each subordinate limited designated
affiliate has an independent [imited designated affiliate agreement and promissory note with
Ascenston Health with stipulated repayment terms and conditions, each subject to the goveming
law of the lumited designated alfiliate’s state of incorporation. The Corporation is a subordinate
obligated group member under the terms of the Subordinate MTL

The borrowing portfolio of the Seuior and Subordinate Credit Group includes a combination of
fixed and variable rate hospital revenue bonds, commercial paper and other obligations, the
proceeds of which are in turn loaned to the Senior and Subordinate Credit Group members
subject to a long-term amortization schedule of 1 to 40 years.

Certain portions of Seunior and Subordinate Credit Group borrowings may be periodicatly subject
to interest rate swap arrangements to effectively convert borrowing rates on such obligations
from a {loating to a flixed interest rate or vice versa based on market conditions. Additiorally,
Sentor and Subordinate Credit Group borrowings may, from time to time, be refinanced or
restiuctured in order to take advantape of favorable market interest rates or other financial
opportunities. Any gaw or loss on refinancing, as well as any bond prenmiums or discounts, are
allocated to the Senior and Subordinate Credit Group members based on their pro rata sharc or
the Senior and Subordinate Credit Group’s obligations. Senior and Subordinate Credit Group
refinancing transactions rarely have a significant impact on the outstanding borrowings or
tntercompany debt amortization schedule of any individual Senior and Subordinate Credit Group
member. Mewmbers of Ascension Health may also periodically draw from the invested funds of
other members of Ascension [Health on a relatively short-term basis and subject to certain
conditions.

The carrying amounts of wtercompany debt with Ascension Health and other debt approximate

fair value based on a discounted cash flow analyses that considers current incremental borrowing
rates for similar types of borrowing arrangements.
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St. Vincent Health, Inc.

Notes to Consolidated Financial Statements {continued)
(Dollars in Thousands)

4. Long-Term Debt (continued)

The Senior and Subordinate Credit Group financing documents contain certain restrclive
covenants, including a debt service coverage ratio.

As of June 30, 2007 the Senior Credit Group has a line of credit of $250 million refated to its
commercial paper program toward which bank commitments totaling $250 mullion extend to
November 21, 2008. As of June 30, 2007 and 2006, there were uo borrowtngs under the tine of
credit.

As of June 30, 2007, the Subordinate Credit Group has a $100 million revolving hine of credit
related to its fetters of credil program toward which a bank commitment of $100 million extends
to December 31, 2007 As of June 30, 2007 $62 million of letters of credit had been extended
under the revolving line of credit, although there were no borrowings under any of the lette: of
credit,

The outstanding principal amount of alf hospital revenue bonds is $4.23 billion which represents
53% of the combined unrestricted net assets of the Senior and Subordinate Credit Group
members al June 30, 2007

Guarantees are contingent commitments issued by the Senior and Subordinate Credit Group

generally to guarantee the performance ofa sponsored organization or an affiliate to a third party
wr borrowing amangements such as commercial paper issuances, bond financing, and similar
transactions. The term of the puarantee is cqual to the term of the related debt which can be as
short as 30 days or as long as 32 vears. The maximum potential amount of future payments the
Senior and Subordinate Credit Groups could be required to make under its guarantees at June 30,
2007 is $164 million, which includes the $62 miliion aforementioned letters of credit. The
Corporation has other guarantees, as disclosed in Note § to the consolidated financial stateruents.

[nterest paid on debt, net of amounts capitalized, during 2007 and 2006 was approximately
$16,624 and $12,408, respectivety.
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St. Vineent Health, Ine.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

5. Pension Plaus

The Corporation participates in the Ascension Health Pension Plan (Plan) which s a
noncontributory defined benefit pension plan covertng all eligible crployees of certain
Ascension Health entitics. Benefits are based on each participant's years of service and
compensation. Plan assets are invested in a master trust consisting of cash and cash equivaleats,
equity and fixed income funds. Contributions to the Plan are based on actuarially determined
amounts sufficient to meet the benefits to be paid to Plan participaats. Net periodic peasion cost
0l $34,903 in 2007 and $31,492 in 2006 was charged to the Corporation, and includes employer
matching conteibutions. The service cost component of net periodic pension cost charged to the
Corporation is actuarially determined while all other components are allocated based on the
Corporation’s pro rafa sharc of Ascension Health's overall projected benefit obligation.

O June 30, 2007, Ascension Health adopted the recognition provisions of FASB Statement No.
158, Employers’™ Accounting for Defined Benefit Pension and Other Postretirement Plans, an
amendment of FASB Statements No. 87, 88, 106, and (32(R) (FAS 158), which required
Ascension Health to recognize the funded status (Le., the difference between the fair value of
plan assets and the projected benefit obligations) of the Plan in its consolidated balance sheet.

The assets of the Plan are available to-pay the benefits of cligible employeos of all participating
cutities. In the event entitics pacticipating in the Plan are unable to fulfill their financial
obligations under the Plan, the other participating entities are obligated to do so. As of June 30,
2007, the Plan had a net unfunded liability, including the impact of adopting FAS 158, of $315
million.

The Corporation’s allocated shate of the Plan’s net unfunded liability, inclusive of an additional
minunum pension lability of $5,693 at June 2006, reflected in the accompanying consolidated
balance sheet at June 30, 2007 and 2006 was $53,297 and $13,296, respectively. As a result of
adopting FAS 158, Ascension Health transferred an additional pension liability of $36,437 to the
Corporation during 2007, which is included in transfer to sponsor and other affiliates, net in the
accompanying consotidated statements of operations and change in net assets.

The Corporation has a 403(b) savings plan which covers substantially all employees. Lmployees
can contribute up to $15.5 ($20.5 f 50 years of age i 2007) of their annual compensation to the
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St Vincent Health, [ne.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

5. Pension Plans {continued)

plan. The Corporation matches §.50 of each dollar on the ficst 3% of employee contributions. To
recetve an employer matching contribution i any year an employee must be a participant in the
retirement plan, coatribute to the savings plan and work 1,000 hours each year. Employer
contribution expense for 2007 and 2000 158 meluded with net periodic pension cost disclosed
above.

6. Self-lusurance Programs

The Corporation participates in sclf-lnsurance programs for professional and general liability
risks and workers' compensation risks to the extent of certain self-insured limits. In addition,
various umbrella insurance policies have been purchased to provide coverage in excess of the
self-tnsured luntts. Actuanally determined amounts, discounted at 6%, are contributed to the
trusts and the caplive insurance companies to provide for the estimated cost of claims. The loss
reserves recorded for cstimated sell-insured professional, general liability, and workers’
compensation claims include estimates of the ultimate costs for both reported claims and claims
tncurred but not reported and are discounted at 6% in 2007 aad 2006.

General/Professional Liability Programs

The Corporatton participates i Ascenstion IHealth's professional and general liability self-insured
program which provides claims-made coverage through a wholly owned on-shore trust
(trevocable trust funds) and captive insurance company. The Corporation has a deductible of
$100 per claim and the program has a self-insured retention of $10,000 per occurrence with no
aggregate. Excess coverage 1s provided through Ascension Health [nsurance Limited (AHIL), a
wholly owned captive insurance company with limits up to $120,000. AHIL s excess coverage (s
reinsured by commercial carriers, with the exception of a $5,000 per occurrence and $5,000
annual aggregate excess insurance layer. Self-insured hospitals in the states of Indiana and
Wisconsin are provided professional liability coverage on an occurrence basis with limits up to
$1,000 per occurrence and $3,000 in aggregate ta compliance with padticipation in the Patient
Compensation Funds. The Patient Compensation Funds apply to claims in excess of the primary
self-insured Limit.

The Corporation ts subject 1o the provisions of the [adiana Medical Malpractice Act which limits
the maximum recovery for professional liability to $1,250 per occurrence, $250 of which would
be paid by the Ascension Health Trust Fund aud the balance would be paid by the State of
Indiana Patient Compensation Fund.
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St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

6. Self-Insurance Programs (continued)
Ceeneral/Professional Liability Programs (coutinued)

[ncluded i1 operating expenses in the accotpanying consolidated statements of operations and
changes in net assets is general and protessional liability expense of $5.006 and $3,026 for the
years ended June 30, 2007 and 2006, respectively. At June 30, 2007 and 2006, the general and
professtonal liability reserves included in self-insurance liabilities (current and long-term) in the
accompanytng consolidated balance sheets were approxunately $4,309 and $4,064, respectively.

fe the event that sufficient funds are not available from the selfinsurance programs, cach
patticipating catity in the respective program will be assessed its pro rata share of the deficiency
through prospective premium  contribution increases. If contributions exceed the losses
eventually paid, the excess will be applied to reduce contributions for future periods.

Woarkers’ Compensation
I

The Corporation participales in Ascension Health’'s workers’ compensation sclf-insurance
program which provides occurtence coverage through a grantor trust. The self-tnsured retention
is $1,000 per occurrence with no aggregate. The trust provides a mechanism for funding the
workers’ compensation obligation of its members through self-insurance and excess insurance
agalnst catastrophic loss. Premium payments made to the trust are expensed and reflect both
clatms reported and claims incurred but not reported. In the event that sufficient funds are not
available from the program, each participating eatity will be assessed its pro rata share of the
deficiency through a prospective premium contribution increase. If contributions exceed the
losses eventually paid, the excess will be applied to reduce contributions for future periods.
Included in operating expenses in the accompanying statements of operations and changes in net
assets ts workers” compensation expense of $4,365 and $4.078 for the years ended June 30, 2007
and 2006, respectively.

Medical and Dental Claims

Effective January 1, 2005, the Cowporation switched to being self-insured for medical claims
with Humana, Iac. The Corporation is also self-insured for all dental clatms through Delta
Dental. The Corporation estimates its liability for covered medical and dental claims, including
claims incuired but not reported, based upon Listorical costs incutred and payment processing
cxperience. At June 30, 2007 and 2006, the Hability for such covered medical and dental claims
was $8,370 and $9,550, respectively, and is included in accounts payable and accrued liabilities
in the accompanying consolidated balance sheeis.

(706.0819 280 26



St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
(Dollars in Thousands)

7. Lease Comunitments

Future mintmum payments under noncancelable operating feases with terms of one year or more
are:

Year ending June 30:

2008 $ 28,142
2009 26,478
2011 16,098
2012 11,847
Thereafter __,M;Q'_Z"_B?‘l__
Total $ 154,679

Rental expense under operating lcases amounled o $32,026 and $32 804 in 2007 and 2000,
respectively.

In May 2003, the Corporation sold various outpatient and professional office facilitics to a real
estate wvestment trust (REIT) and received net proceeds of approximately $68.600, after cost of
tssuance and repayment of an $11,000 loan on one facility. In conncction with (hat sale, the
Corporation entered nto a long-term ground lease for the property underlying the buildings
wheteby the REIT is able to take control of the buildings for 50 years with one 25-year renewal
at the option of the REIT. The Corporation has leased back certain space within each of these
butldings to support their ongoing operations. The leases extend through 2015 and are considered
operating leases based on their terms, Future minimum payments under these leases are included
in the payment amounts above. In connection with this sale, $13,400 of the gain ou sale has been
recorded as a deferred hability in the accompanying consolidated balance sheets and is being
recognized as nonoperating gains over the related leaseback term. The net remataning deferred
gain as of June 30, 2007 15 $5,918.
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St. Vincent Health, Inc.

Notes to Consolidated FFinancial Statements (continued)
(Dollars in Thousands)

7. L.ease Commitments {continued)

During 2005, the Corporation outsourced its information technotogy (IT) function to a third party
provider. The scope of these services includes hardware, [T infrastiucture and support,
maintenance and help desk functions. Under the terms of the agreement, the Corporation sold its
[T assets, not financed with tax-exempt debt, to the third party provider at net book value for
cash and a note reccivable aggregating $6,315. The note receivable will be amortized over the
next 10 years n lteu of cash payments for a portion of the services to be received from the
provider. The balance of the note receivable was $3,896 and $4,834 at June 30, 2007 and 2006,
respectively. The Corporation leases certain equipment from the provider, under a noncancelable
operating lease agreement. The tease amounts are included in the table above.

8. Related-Party Transactions

The Corporation utilizes vartous centralized programs and overhead services of Ascension
Health or #s other sponsored organizations including risk management, reticement services,
treasury, debt management, executive management supportt, administrative services, formation
technology services and biomedical equipment maintenance scrvices. The charges allocated to
the Corporation for these services represent both allocations of common costs and spectfically
identified expenses that arc incurted by Ascensiorf Health on behalf of the Corporation.
Allocations are based on relevant metrics such as the Corporation’s pro rata share of revenues,
certain costs, debt, or investments 1o the consolidated totals of Ascension Fealth. The amounts
charged to the Corporation for these services may not necessartily result in the net costs that
would be incurred by the Corporation on a stand-alone basis. The charges allocated to the
Corporation were $18,027 and $23,543, respectively for the years ended June 30, 2007 and 2006,
respectively.

On July 1, 2006 and 2005, the Corporation transferred cash and investments of $5,150
and 32,065, respectively, in support of Ascension Health’s strategic initiatives.

The Corporation purchased $18,248 of laboratory services in 2007 (317,303 tn 2006) from Mid
America Clintcal Laboratories, LI.C (MACL). SVHHS is a 25% owner of MACL.

SVHHS purchased §12,138 and $9,166 tn 2007 and 2006, respectively, of blood factor products
from Chartwell Midwest [ndiana, L.LC (Chartwell). SVHHS s a 50% owner of Chartwell.
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St. Vincent Health, Inc.

Notes to Consolidated Financial Statements {(continued)
(Dollars in Thousands)

8. Related-Party Transactions (coatinued)

The Corporation paid $757 and $811 o Suburban fealth Organization (SHO) in 2007 and 2000,
respectively, for items such as physician recruitment dues, TPA services and network
development. SHO processed $39.311 and $37,165 claim payments for the Corporation in
2007 and 2006, respectively. SVEH is a Class D stockholder of SHO.

The Corporation paid $1,622 and $2,176 to NeuroOncology Equipment, LLC (Novalis) in 2007
and 2000, respectively, for rental o { equipment. SVIIHS 15 a 50% ownet of Novalis.

The Corporation paid $1,588 and $1,904 to United Hospital Services, LLC (UHS) in 2007 and
2006, respectively, for laundry services. SVHES 15 a 16.7% owner of UHS.

The Corpoation paid $1,768 and $1,669 to [maging Center of North Central Indiana, iac.
(Imaging Ceater) in 2007 and 2006, respectively, for magnetic resonance lmaging services. St
Joseph - Kokomo is a 50% owner of the lmaglag Center.

The Corporation paid $2,520 and $1,374 to Indiana Heart [ustitute, LLC (IHD) in 2007 and 20006,
respectively, for heart base and coding services. SVEH is a 33.3% owner of HIL

VIS has a receivable from TeiMedsx, LLC (100% ownership by Ascension Health) ol $3.191
and $4,255 at June 30, 2007 and 2006.

The Corporation participates as a 65% owner 1n a joint venture for the operation of SVHCI, a
freestanding heart factlity, which opened 1n December 2002, The Corporation, through
Ascension Health Credit Group, guarantees $53,095 of The SVHCI debt. The guarantee extends
through the term of the debt and expires on January 1, 2023, During 2007, SVHCI was
consolidated and the guaranteed debt (s included in the accompanying consolidated financiai
statemenis in 2007

Care Group Cardiovascular Management, LLC (CGC) was formed to provide management
services to the cardiovascular programs at SVHCI, SVHES, St. Vincent Carmel, and Lafayetic
Fleart Programn Holdings, LLC (Lafayette). SVEH is a 5% member entity of CGC and a 49%
owner of Lafayette. The Corporation paid $8,54t in management fees to CGC 1 2007,
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St. Vincent Health, Inc.

Notes to Consolidated Financial Statements (continued)
{(Dollars in Thousands)

8. Related-Party Transactions (countinued)

The Cormporation participates m a joint venlure arcangement for the operation of the
Rehabilitation Hospital of Indiana, Inc. (RHD), a [ree-standing, not-for-profit, comprehensive
rehabilitation facitity. SVHIIS guarantees certain amounts, not to exceed 37,900, using a
supporting letter of credit for payment of principal and interest on certain debt issued on behalf
of RHIL The guarantee extends through the term of the debt and expires on November 1, 2020.
At June 30, 2007, a long-term lability of $274 has been recorded in the accompanying
consolidated balance sheets vepresenting the fair value of this guarantee determined using a
discounted cash flow analysis,

9. Coutingencies and Commitments

[n addition to professional liability claims, the Corporation is involved in litigation and
regulatory investigations acising w the ordinary course of business. In the optnion of
management, after consultation with legal counsel, these matters are expected to be resolved
without material adverse effect on the Corporation’s consolidated financial positton.

10. Subsequent Events

Effective August 1, 2007, Cigna Health Corporation purchased all the outstanding shares of
Sagamore Health Network, Inc. The Cowporation was a 16.67% owner of Sagamore flealth
Network, [ne. through its joint venture SVSM, [nc. The Corporation will receive approximately
$4,996, which will result in a non-operating gain on sale of approxumately $4 453,

liftective July 1, 2007, the Corporation’s management made the decision to merge the inpatient

operations of Pediatric Rehab into St Vincent Children's Hospital. Any remaining assets of
Pediatric Rehab will be transferred to St. Vincent Children’s Hospital.
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