


Since its opening in 2000, more than 500,000 people have enjoyed a HealthWorks! experience
through a museum visit, an off-site program or a visit from the HealthWorks! Hummer.

Memorial’'s Auxiliary
Volunteers

Volunteers play an integral role in nearly
every department of Memorial Hospital,
delivering medicine to patient floors,
reassuring anxious families awaiting news
after a surgery, greeting and escorting visitors
and helping them find their way around
campus, delivering flowers and mail to
patients, or visiting with patients after surgery.
Volunteers give that extra, special touch of
compassion to the patients and families who
pass through the doors of Memorial.
Throughout its 113 year history, Memorial

Memorial Hospital Auxiliary volunteers

Adult Volunteers 200
Junior Volunteers 40
Hours of service in 2006 17,000

Volunteers help in the following areas:
Atrium Gift Shop

Patient Escort/Wheelchairs

Surgery Waiting Room Host/Hostess
Doctor and Patient Mail Delivery
Pharmacy Delivery

Information Desk — 2nd Floor

Unit Volunteers

Clerical Help

Computer/Data Entry

Greeters
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Hospital Auxiliary volunteers have contributed
thousands of hours of service and millions of
dollars to purchase medical equipment for
many departments in the hospital, helping to
improve the quality of life of patients, families,
employees and the greater community.

Children’s Hospitdl
Planning

Along with staff, physicians and administra-
tion, world renowned health care architect
Jonathan Bailey has developed the master
plan for the new home of Memorial Children’s
Hospital. The five story, 87,000 square foot
structure will be built on the northwest cor-
ner of campus between the surgery expansion
and the Centennial Medical Office Building.
Groundbreaking is tentatively scheduled for
late 2009 with completion slated for 2011.

Well-known for its work with Memorial’s
Heart & Vascular Center, the internationally
known product and experience design
company IDEO will conduct patient
experience exercises to aid in the design and
development of Memorial Children’s Hospital.

Indiana Governor,

Mitch Daniels, visits
HealthWorks! to announce
new funding for child
health coverage.

With the recruitment of pediatric sub-special-
ists from across the nation, Memorial Children’s
Hospital fulfills our promise of helping every
child achieve their greatest potential through
extraordinary care and innovative partnerships.

Memorial Children’s Hospital 2006 Statistics

Babies born at Memorial 3,300
NICU admissions 433
NICU transports 174
General pediatrics admissions 2,724
PICU admissions 382
PET (pediatric emergency transports) Coming

Pediatric Hematology/Oncology treatments/visits - 2,227
HealthWorks! Kids" Museum Visits 76,283

As an associate member of the National Association of Children’s Hospitals and Related Institutions (NACHRI), Memorial is recognized nationwide
as an organization that promotes the health and well-being of children and their families through advocacy, education and research.
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will result in up to 45 new clini
300 construction-related jobs o
three years.

Mitton, Executive Director, Surgical
2ctors; Rafat H. Ansari, M.D., Memorial
dation Board of Directors; Maurice
S. Congressman; Stephen Luecke,

[th System.
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Bariatrics

The Memorial Weight Loss & Bariatric
Surgery Center enjoyed another successful
year in 2006, treating more than 100 surgical
patients and more than 300 non-surgical
patients since the program’ inception.
Through various programs, many patients
were able to lose weight and embrace
healthier eating and exercise habits.

The center’s new 8-week childhood obesity
program, “Way To Go Kids,” also enjoyed
great success in 2006. Participants, (ages 9 —
14) lost inches, learned new habits, and were
introduced to new, healthier types of food.
All participants said they would recommend
this program to other kids.

Medical Conditions Resolved

Hypertension 83%
Diabetes 92%
Joint Pain 92%
Sleep Apnea 88%
Fatigue 100%
GERD 95%
Incontinence 100%

Clinical Research

In 2006, Memorial Medical Group Clinical
Research Department saw a 65% rise in
clinical trial contracts and an increase to 27

actively participating providers.

The new areas of trials included hypertension
(Christopher Hall, MD), COPD (Jerome
Skelly, MD), low testosterone, prostate cancer
and overactive bladder (Mark Toth, MD),
ankle sprain/tendonitis (James W. Tieman,
MD), tendonitis/bursitis (Kevin McAward,
MD), African-American asthma (Michael
Hudson, MD), and Type II Diabetes (Matthew
Teters, MD). Nicholas Straniero, MD
conducted Osetoarthritis and Rheumatology
trials and was the leading US investigator in
the Rheumatology Study.

Study coordinators Kimberly Emmons, RN,
LuAnn Tracey, RN, and Diane Messana,

RN work with the physicians and subjects
participating in the studies, and complete the
necessary paperwork.

Community Health

Alllance

Community Health Alliance (CHA), a
physician hospital organization (PHO) jointly
owned by Michiana Medical Associates and
Memorial Health System, continues to thrive.
CHAs membership has reached more than
112,000 through its coverage to insurers

and their customers throughout 56 counties
in Indiana, Michigan and Illinois. Members

can select from more than 15,380 physician
locations, 102 hospitals and a number of other
health care providers in the CHA network.
CHA is recognized as the 15" largest managed
care organization in the state.

Occupational Health

The Memorial Center for Occupational Health
offers a full range of occupational health
services, including:
* Treatment for on-the-job injuries
* Ergonomic assessments
¢ Follow-up care for Workers'
Compensation cases
¢ Executive physicals
* Injury prevention
* Industrial rehabilitation
* Work-site assessment for Americans with
Disabilities Act standards
* Drug screenings
¢ Corporate wellness programs
o Safety and accident prevention seminars
The Memorial Center for Occupational Health
aim is to improve employees’ health and the
profitability of businesss.

Memorial Center for Occupational Health
Program Statistics for 2006

Client Companies 2,000
Patient Encounters 17,250
Gross Revenue 1,847,202




Memorial MedFlight

2006 Program Summary

Total Calls 361
Completed Transports e 179
Inter-Facility Transports -~ 128
Scene Transports 51
Requesting Hospitals 25
Requesting EMS-Related Agencies - 15
Destination Hospitals 22

Helicopter EMS Safety Classes
Presented to Area Emergency Responders - 59
Emergency Responders Attending-——— 1,050

Nemorial Home Care

Memorial Home Care (MHC) continued its
strong support of the health system and the
community with another record year of rev-
enue and number of patients served. Census
figures show that MHC served the needs of
more than 10,000 patients per month in
2006. MHC was able to achieve record growth
through additional lines of business, including
medical courier service for medical offices.

Memorial Home Care continues to be the ar-
ea’s only fully diversified home care company
accredited by the Joint Commission, the na-
tion’s leading accrediting organization, and
has maintained this commitment to quality
continuously since 1993.

In addition, MHC was named to the 2006
Home Care Elite, the inaugural compilation
of the most successful home care providers in
the country. This recognition is an affirmation
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of MHC’s commitment to an excellence that

is lived out every day by staff as they care
for patients and by their innovative training
programs, such as the 45-hour class focused
on dementia offered in 2006.

As the only JCAHO-accredited, full-service
home care company in the area, MHC reaches
out to the community every day through its
people and products. MHC also serves the
community through innovative initiatives
such as the annual Wheelchair Tune-Up Day,
quarterly AWAKE support groups for those
with sleep disorders, annual flu shot clinics,
and numerous health fairs.

Community Health

Enhancement

In 2006, the Diabetes classes for Spanish
speakers expanded to include English-
speaking clients. The data will be analyzed
to determine the cost savings for 2006 (2005
savings were calculated at $215,000). There
were no diabetes-related hospitalizations for
this year’s participants.

To combat a tendency for high blood pressure
in African American males, a blood pressure
check station has been located within a well-
established local barbershop. The barbers are

trained to understand blood pressure readings
and pass along proper educational materials
to barbershop patrons.

CHE School-Community Health Coordinators
became “7 Habits for Highly Effective Teens”
program facilitators. A proposal has been
submitted to offer the program in SBCSC high
schools for the 2007-2008 school year.

St. Joseph County Women, Infants and
Children (WIC) received a $10,000 General
Mills Champions for Healthy Kids Grant.
Memorial will provide a “Fit WIC Activity Kit”
called Playtime Tricks and Carrot Sticks to all
parents with 3- and 4-year-old participants.

The Leighton Center continued its evolution
in 2006, incorporating more programming
focused on its new objective to promote
brain health. The center also enjoyed a very
successful Leighton Lecture featuring a
Webcast with Dr. Paul Nussbaum.

Memorial Hospital centered its 2006
Community Plunge on preventing youth
violence. Seventy-three community members,
board members, and hospital personnel
explored the youth development aspect of
youth violence.



Memorial Medical Group Welcomes New Physicians

Memorial Medical Group recorded 388,000 patient visits and welcomed five new physicians in 2006.

Sarah M. Davis, M.D., joined the family physicians
at Memorial Neighborhood Health Center,
Southeast Clinic; Melinda Dye, D.0., has opened
her practice at Memorial Center for Occupational
Health; Olivia G. Fusillo, M.D., began practicing

at Navarre Pediatric Group on Main Street;
Alexander B. Vinuya, M.D., joined the physicians
at Ireland Road Medical Group; Brandon W.

Sarah M. Davis, M.D. Melinda Dy, D.0 Olivia G. Fusillo, M.D. Alexander B. Vinuya, M.D.  Brandon W. Zabukovic, 0.  Zabukovie, M.D., is currently accepting new
patients at Memorial Neighborhood Health

Center, Central Clinic.
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Ronald McDonald
Family Room

The Family Room opened its doors November 5, 2002
Open 12 hours a day, 365 days a year

. \olunteers 165

The Ronald McDonald Family Room at Volunteer Hours 8760
Memorial is a home-away-from-home for Day Guests 17,535
families of seriously ill children at Memorial OIS AU h745
Visitors Per Year 15,000

Hospital. All services and resources pro- (guest - parent or guardian, visitor - everyone else)
110 Family Rooms in 12 countries

vided to parents and families are available
269 Houses in 29 countries

at no charge due to the generous support

of the community.

The Ronald McDonald Family Room is
approximately 1,800 square feet with three

In the Ronald McDonald Family Room,

s . sleeping rooms, two baths with showers, a
families can relax, take a quiet moment and pig ’ ’

laundry room, a fully-equipped kitchen, a

a deep breath in a warm and comfortable
library and, of course, a family room. The

environment. _ . .
Family Room is run and supported by caring
and committed volunteers in the community
through monetary donations, goods, services

and countless hours of volunteer time.



~inancial Report

Memorial Health System ended 2006 in

a strong and stable financial position. We
maintained our strong AA- bond rating with
both Standard & Poors and Fitch.

Net Revenue ended the year 2006 at slightly
more than $406 million representing a

7% growth over 2005. Prior to a one time
adjustment for asset retirement obligation
(ARO) of $2.8 million, audited operating
income ended at $19.1 million representing

a $1.6 million growth over 2005 results.
Operating Income exceeded our financial
plan by $2.5 million. Non-operating
investment income was $28.9 million in 2006
representing a $9.4 million improvement over
2005. An early refunding of debt resulted in a
loss of $4.6M.

Capital investment into the Health System
continues to remain high. Net additions to
property, plant and equipment were more
than $39.7 million. Large capital investments
in 2006 included: relocating the hospital
pharmacy, significant information technology
enhancements and a variety of new capital
equipment and upgrades.

Looking ahead to 2007, our financial plan is
not markedly different than 2006. We expect
some growth in patient care services. Federal
government payment will improve slightly
and managed care contracting will provide
some increase in overall reimbursement.

We will continue to focus efforts on tight
management of labor and supply chain costs. 400
Capital investment will remain at a brisk 350
level. We have started work on our $88

million Surgery replacement project. This is 30
the largest project in Memorial’s history. We 250
are completely replacing our main operating

rooms while also expanding from 10 to 13

new surgical suites. Outpatient surgery will be

renovated and expanded from 5 to 6 surgical

suites. Other areas affected by the project 2

include renovation of patient, physician 15

and employee areas, the construction of a

new main entrance for the Hospital, new 10

energy center and receiving dock and various

campus improvements on the north side of

the campus. The new Surgery areas will be

completed by the middle of 2009 and the

renovations to the Hospital will be complete

by the end of 2010. Other large investments M

include information technology and routine &

capital improvements. 39
38

Over the next several years there are many 37

exciting projects on the horizon including

a new comprehensive cancer center and a

children’s hospital.

Memorial’s exceptional financial performance 4000

combined with our continued commitment to 3,000

the community through our tithing initiatives 2000

positions us well to fund our future and to '

continue to improve the quality of healthcare 1,000

in our community.

$406

2001 2002 2003 2004 2005 2006
Net Revenue
(in millions)
19,104
$17 532$

2001 2002 2003 2004 2005 2006
Operating Income
(in thousands)
$41.5

2001 2002 2003 2004 2005 2006
Capital Investment
(in millions)
$3,225

§2,688 $2659 ¢ 375

§2.520 $1.473

2001 2002 2003

Tithing Investment
(in thousands)

2004 2005 2006



AS Of DeCem b@f 31 , 2006 Oﬂd 2006 (in thousands of dollars)

Consolidated Balance Sheet

Consolidated Statement of Operations

2006 2005 2006 2005
Assets Unrestricted Revenue and Other Support
Current Assets Net patient service revenue $ 389,462 $ 364,300
Cash and cash equivalents $ 15,632 $ 16,002 Other revenue 15,820 15,486
Account receivable, net of allowances 70,921 56,226 Net assets released from restrictions
Other current assets 54,377 35,426 used for operations 933 710
Total Current Assets 140,930 107,654 406,215 380,496
Expenses
Asset Limited as to Use Salaries and wages 153,639 146,381
Internally designated 186,836 193,293 Employee benefits 42,666 41,996
Externally designated under Supplies and other 92,851 81,438
debt agreements 1,066 5,157 Professional fees and purchased services 42,293 41,734
187,902 198,450 Depreciation and amortization 24124 21,51
Other Assets Interest 6,836 6,188
Property and equipment, net 284,663 268,787 Provision for bad debts 24,702 23,716
Endowment investments 15,110 15,110 387,111 362,964
Other 20,379 16,210
320,152 300,107 Income from Operations before
Total Assets $ 648,984 $ 606,211 asset retirement obligation 19,104 17,532
Asset retirement obligation 2,820 —
Liabilities and Net Assets Income from Operations 16,284 17,532
Current Liabilities
Accounts payable and accrued expenses $ 39,351 $ 36,942 Nonoperating Income
Other current liabilities 3,735 3,643 Investment income, net 15,401 21,092
Total Current Liabilities 43,086 40,585 Unrealized (losses) gains on
swap transactions, net 13,489 (1,629)
Noncurrent Liabilities Loss on early extinquishment of debt (4,589) —
Long-term debt, less current maturities 156,046 159,220
Other long-term liabilities 21,971 23,531 Net Income 40,585 36,995
Interest rate and basis swaps, net 2,474 11,751
180,491 194,502 Key Statistics - Memorial Hospital of South Bend, Inc.
2006 2005
Total Liabilities 223,577 235,087
Adult & Pediatric Patient Days 74,321 75,444
Net Assets Adult & Pediatric Admissions 17,968 17,810
Unrestricted net assets 401,334 347,897 Average Length Of Stay 4.14 4.24
Temporarily restricted net assets 8,963 8,117 Emergency Room Visits 43,236 48,527
Permanently restricted net assets 15,110 15,110 Surgeries 14,184 13,632
425,407 371,124
Total Liabilities and Net Assets $ 648,984 $ 606,211




Report 1o the Community

Fund Distributions in 2006

Y 2010, OUR COMMUNTY IS THE HEALTHIEST IN THE NATION,
AND MEMORIAL IS THE NATIONAL MODEL FOR EXCELLENCE

MISSION
MEMORIAL 1S DEDICATED TO IMPROVING THE QUALITY OF LIFE
FOR THE PEOPLE OF OUR COMM

S

UNITY
wercove 1o (=]

INTEGRITY * COMPASSION * RESPECT * EXCELLENCE

This report provides an accounting of the Foundation’s funds invested in the
past year fo improve the quality of life for those who live in our community.
\We enthusiastically express our gratitude to all who support this work.

If you would like more information on any of these giffs or want fo learn more
about Memorial Health Foundation, please call us at 574-647-6613, or visit
www.qualityoflife.org/foundation.
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Community
HealthWorks! - Operational Support S 271,706
Multiple Investments in Creating Healthy Communties 88,957
HealthWorks! - Program Support 68,508
HealthWorks! - Student Scholarships 27,824
Leighton Lecture Series 25,045
HealthWorks! - Capital Improvements 4,356
Total § 486,396
Service
Patient Family Hospitality - Memorial Reach Out Club S 21,467
“CarePages” - Patient Family Support Internet Software 18,500
Memorial Children’s Hospital - Family Support 14,211
Ronald McDonald Family Room at Memorial 10,000
Memorial Breast Care Center 2,091
Total $§ 66,269
Quality
Radiation Oncology - Hospifal Auxiliary S 175,000
Memorial Children’s Hospital - Clinical Support 170,395
Northern Indiana Cancer Reseach Consortium 28,471
Memorial Regional Cancer Center - General Support 28,083
Memorial Staff Education 15,058
Frontiers of Medicine - Continuing Medical Education 14,118
Memorial Staff Education - Reach Out Club 11,659
Memorial Children’s Hospital - NICU Research 7,142
Total § 449,926
People
Hospital Auxiliary Scholarships S 48,310
William & Kathryn Shields Scholarships 21,482
Jane McFall Scholarships 17,744
Memorial Staff Activity Support - Reach Out Club 10,883
Friends of Nursing Scholarships 10,273
Helen Gregory Newland Scholarships 9,781
Kelly Brown Scholarships 6,135
Memorial Workforce Wellness 4,818
Arthur & Helen Shireman Scholarships 1,395
Total $§ 130,821
Growth
Memorial Children’s Hospital - Developmental Pediatrics S 227,425
HealthWorks! Replication 15,380
Total § 242,805

Total Distributions 2006

$ 1,376,217
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