e 990

Department of the Treasury
Internal Revenue Sarvice

Return of Organization Exempt From Income Tax

Under section 501(c) 527 or 4947(a)(1) of the Intemal Revenue Code (except black lung
benefit trust or pnvate foundation)

The organization may have to use a copy of this retumn o satisfy state reporting requirements

COMB No 1545-0047

2002

Open to Public

Inspection

A For the 2002 calendar year, OR tax year penod beginning

B  Checkit appicable

Address changa

Name changs

Inigal returm

[TIJE

Funal retum

Amended relurn

Applcation pending

1/172002 2002, and ending 12/31/2002

C  Name of organization D Emplayer dentificatron number
KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC 52-0954463
Number and street (or P O box il mail 15 not delivered to street address) Roomvsute | E Telephone number

ONE KAISER PLAZA, SUITE 1550L (510) 271-6611

ZIP code
94612

City or town State or Courtry
OAKLAND CA

Accounding method DC::Awual
l Iomer (specify)

Section §01(c)(3) organizations and 4947{a}(1) nonexempt charitable

Hand | are not apphicabia lo section 527 argaruzations

trusts must attach a completed Schedule A (Form 990 or 990-EZ) H{a} 13 this a group return for aMiates? [ves [Xne
G Web site N/A H(b) if "res " enter number of affikates N/A
H{c} Are all airaws Includea? NIA [_Iv-- L___]No
J  Organization type (check only one) [XJs0ue1t 3 msertna) [ Jeovraxn [ sz (t"No amach a hst Ses nstuctons)
H(d) ts thrs a separate retum fded by an
K Check here le the organzation's gross receipts are normally not more than 325 000 The organization organzauan covered by a group ruling? [_lv“ r—l"ﬂ
need nal file a retum with the IRS but if the orgaruzation recerved a Form 990 Package in the mail it | Enter4 dgn GEN
should file a retum withowt financial data Some states require a complete raturn M Check Ix_l.r e arganzaton la not required to atach
L Gross receipts Add Iines 6b, 8b 9b, and 10b to line 12 1 377,918,208 Sch B (Farm 930 990-EZ or 990-PF)
Part| Revenue, Expenses, and Changes in Net Assets or Fund Balances {See Specific Instructions on page 16 )
1 Contnbutons, gifts, grants, and similar amounts received %
a Direct public support 1a /
b Indirect public support 1b /
¢ Government contnbutions (grants} 1c //
d Total (add lines 1a through 1¢) {cash 3 noncash 3 } 1d
2 Program service ravenue including government fees and contracts {from Part VI, line 83) 2 | 1367755991
3 Membership dues and assessments 3
e : 4 Interest on savings and temporary cash investments 4
«w ' 5 Dwmdends and interest from secuntes 5 1,758 525
-§ ¢ 6a Gross rents 6a %
R b Less rental expenses 6b .
e ¢ Net rental income or {loss) (subtract line 6b from line 6a) 6cC
§ v 7 Other investment income (descnbe INVESTMENT INCOME FROM KAIVEST I LLC ) 7 8,382,461
e 8a Gross amount from sales of assets other {A) Securties {B) Other %
n than inventory 8a 21,231 /
u b Less cost or other basis and sales expenses 8b O
e ¢ Gain or (loss) (attach schedule) 8¢ 21,231 }//;
d Net gan or (lass) (combine line B¢, columns (A) and (B)) SEE STATEMENT LINE 8] 8d 21231
9 Special events and acbvities (attach schedule) //
a Gross revenue (not including S of /
contributions reported on line 1a) 9a %
b Less direct expenses ather than fundraising expenses 9b //
¢ Net income or (loss) from special events {subtract ine Sb from line 9a) 9¢
10a Gross sales of inventory, less returns and allowances 10al /
b Less cost of goods sold 10b| }
¢ Gross profit or (loss) from sales of inventory (attach schedule) (subtract lina 10b from line 10a) 1049
11 Other revenue (from Part Vil, ine 103) 11
12 Total revenue (add nes 1d, 2, 3, 4, 5, 6¢, 7, 8d, Sc, 10¢, and 11) 12| 1,377,918 208
13 Program services {from ine 44, column {B}) . 13| 1323388867
Ex- 14 Management and general (from ling 44, column (C)) QEPF‘\VFQ 14 74,032 151
pen- 15 Fundraising {from line 44, column (D)} . 8 15
ses 16 Payments to affiiates (attach schedule) 16
17 Total expenses (add hnes 16 and 44, column {A)) l’hrNﬂ\} 4 ‘iﬂﬂa ‘\ 17| 1,397 421,018
18 Excess or (deficit) for the year {subtract iine 17 from line 12) §%_ 18 (19,502 810)
Net 19 Net assets or fund balances at beginning of year (from hine 73 coL‘g,(A))_ —=— 19 170 583 505
Assets | 20 Other changes in net assets or fund balances (attach explanatin) B’EN U l SEE STATEMENT LINE 20{ 20 (24 985,990)
21 Net assets or fund balances at end of year (combine lines 18, 21 126 094 705
For Paperwork Reduction Act Notice, see the separate instructions Form 930 (2002)

P

10



Form 950 (2002) ' KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC ST 52-0954463 Page 2
Partll Statement of ANl organizations must complets coumn (A Cahunns {8) (C) and (D) are required for secban S01(ck3} and {4} organgabons
) Functional ExpenSes and saction 4347{a)1) nonexempl chartable trusts but aptional for athers (Ses Spectlic Instructions an page 21)
Do not iInclude amounts reported an line 7 (A) Total (B) Program {C) Management {D) Fundraising
6b Bb, 9b 10b or 16 of Part | A services and general
22 Grants and allocations 7 7
- (cash 3 noncash $ 22 /
23 Specific assistance to individuals (attach schedule) 23 //// / /
24 Benefits paid to or for members (attach schedule) 24 A 7 .
25 Compensation of officers, directors, etc 25
26 Other salanes and wages 26 212,952,078 212,952,078
27 Pension plan contnbutions 27 9,432,343 9,432,343
28 Other employee benefits 28 28,926,398 28,926,398
29 Payroll taxes 29 15,194 448 15,194,448
30 Professional fundraising fees 30 Y
31 Accounting fees 3 1,293,308 1,293,308
32 Legal fees 32 696,965 696,965
33 Supples 33 196,779,691 196,779,681
34 Telephone 34 487,190 487,190
35 Postage and shipping 35 3,647 891 3,647,891
36 Occupancy k13 25,466,367 25,466,367
37 Equipment rental and maintenance 37 3,531,872 3,631,972
38 Pnnting and publications a8 4,615,476 4,615,476
39 Travel 38 2 475,859 2,475,859
40 Conferences, conventions, and meetings 40
41 |Interest 41 9 588,062 9,588,062
42 Depreciation, depletion, etc STMT LINE 57 42 23,011,675 23.011,675
43 Other expenses {itemize) a 43a
b SEE STATEMENT LINE 43 43b 859,321,295 785,289,144 74,032,151
c 43c
d 43d
e 43e
f 431
44 Total functionat expenses (add lines 22 through 43)
Organtzations completing columns (B) - {D) camy
these totals to lines 13- 15 A4 | 1,397.421.018 1,323,388,867 74,032,151
Joint Costs  Check D if you are following SOP 98-2
Are any joint costs from a combined education campaign and fundraising solicitation reported in (B) Program services? I: Yes No

If “Yes " enter () the aggregate amount of these joint costs H NIA (n) the amount allocated to Program services $ N/A
(ui} the amount allocated to Management and general 3 N/A , and (v} the amount allocated to Fundraising $ NIA
Part il Statement of Program Service Accomplishments (See Specific Instrudtions on page 24 )

Vhat 1s the organzation’s pnmary exempt purpose? SEE STATEMENT PART III

All organizations must descnbe therr exempt purpose achievements in a clear and concise manner State the number
of clients served publications 1ssued etc Discuss achievements that are not measurable {Section 501(c){3) and (4)
arganizations and 4947(a){1) nonexempt chantable trusts must also enter the amount of grants and

Program Service
Expenses
{Racuirad for S01(c)(3) and (4)
o and 447X 1) tty bu

allocations to others ) aptronal R athers )
a SEE STATEMENT PART Il
{Grants and allocations $ 1,323,388,867
b
(Grants and allpcations $
C
(Grants and allocations $
d

(Grants and allocations 3
e Other program services {attach schedule) (Grants and allocations §
f Total of Program Service Expenses (should equal hne 44 column (B), Program services)

1,323,388,867

Form 990 (2002)



Form 950 (2002) ' KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC 52-0954463 Page 3
Part |V Balance Sheets (See SpecHic Instructions on page 24 )
Note Where required, attached schedules and amounts within the descnplion (A) {B)
column should be for end-of-year amounts only Beginning of year End of year

. Assets

45 Cash - non-interest-beanng 17,000 | 45 4,480,385
46 Savings and temporary cash investments 46 3,657,042
47a Accounts recewvable 47a| 56,732,289 I%%

b Less allowance for doubtful accounts 147h 2,921,993 71897777 | 47¢c 53,810,296
Vi)

48a Pledges recewvable 48a

b Less allowance for doubtful accounts 48b
49 Grants receivable
50 Recelvables from officers, directors, trustees, and key employees

{attach schedule}
51a Other notes and loans receivable (attach schedule} 51a

b Less allowance for doubtful accounts 51b
52 lInventones for sale or use 19,958,457 28,271,495
53 Prepaid expenses and deferred charges 1,116,579 2,125,009
54 Investments - secunties {attach schedule) [eost [ JFmv
55a Investments - tand, buildings, and equipment /

7
basis 55a /
b Less accumulated depreciaton (attach ///
schedule) 55b 55¢
56 Investments - ather {(attach schedule) SEE STATEMENT LINE 56 148,795,186 | 56 156,861,596
5£7a Land, buldings, and equpment basis 57a| 462,594,938 ]

b Less accumulated depreciabon SEE STATEMENT LINE 57| 57b)] 238,780,305 233,161,634 | 57¢| 223,814,633
58 Other assets (descnbe SEE STATEMENT LINE 58 15,446,367 | 58 8,049,009
59 Total assets (add lines 45 through 58) (must equal line 74) 490,393,000} 59 | 481,069,465

Liabilitles .
60 Accounts payable and accrued expenses 186,069,346 | 60 126,916,086
61 Grants payable 61
62 Deferred revenue 17,324,008 | 62 13,866,320
63 Loans from officers, directors, trustees, and Key employees 63
64a Tax-exemnpt bond habilites (attach schedule) SEE STATEMENT LINE 64a 13,167,812 | 64a 13,142,418

b Mortgages and ather notes payable {(attach schedule) 64b
65 Other habiities (descnbe SEE STATEMENT LINE 65 103,248,329 | 65| 201,049,936
66 Total habiibes (add iines 60 through 65) 319,809,495 66 | 354,974 760

Net Assets or Fund Balances
Organlzations that follow SFAS 117, check here and complete lines /
67 through 68 and Iines 73 and 74 )
67 Unrestncted 67
68 Temporanly restncted 68
69 Perrmanently restncted 69
Organizations that do not follow SFAS 117, check here and %
complete hnes 70 through 74 %
70 Capital stock, trust pnncipal, or current funds 170,583,505 | 70 | 126,094,705
71 Paid-in or capital surplus, or land, bldg , and equipment fund 71
72 Retained eamings, endowment, accumulated income, or other funds 72
73 Total net assets or fund balances {add lines 67 through 6% OR lines 70 %
through 72, column (A) must equal ine 19 and column (B) must equal %
line 21) 170,583,505] 73 | 126,094,705
74 Total habilibes and net assets/fund balances (add lines 66 and 73) 490,393,000 74 | 481,069,465

Form 990 1s avallable for public inspection and, for some people, serves as the primary or sole source of information about a
particular organization How the public perceives an organization in such cases may be determined by the information presented
onits return Therefore, please make sure the return 1s complete and accurate and fully describes, m Part lll, the organization's

programs and accomplishments



Form 990 (2002} KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC 52-0954463

Page 4
Part [V-A  Reconcihation of Revenue per Audited PartiV-B Reconcillation of Expenses per
Financial Statements with Revenue per Audited Financial Statements with
Expenses per Return N/A

Return {See Spoctfic Instrucoons page 26 } N/A

a Total revenue, gains and other support
per audited financial statements

b Amounts included on line a but
not online 12, Form 9390

(1) Net unreatzed gams on
investments

{2) Donated senvices and
use of faciliies

{3) Recovenes of prior
year grants

{4) Other (specify)

Add amounts on lines (1) thru (4)
¢ Lineaminuslneb
d Amounts included on line 12

Form 990 but not on line a
{1) Investment expenses not included on
line 6b Form 990 /
{2) Other (spacify) / /
_ _

. _
Add amounts on lines (1} and (2) d Add amounts on ines (1) and (2)
e Total revenue per ine 12, e Total expenses per line 17
Form 990 {line ¢ plus hne d} e Form 980 (line ¢ plus line d) e

a Total expense and losses per audited

financial statements

b Amounts included on line a but not on

Ine 17, Farm 950

(1) Donated services and

use of facilities

{2) Prior year adjustments reported

on hne 20, Form 990

(3) Losses reported on line 20,

Form 890
{4) Other (specify)

Add amounts en lines (1) thru (4)

€ Lineamminusiineb

d Amounts included on fine 17
Form 990 but not on line a

(1) Investment expenses not
included on line 6b Form 990

{2) Other {specrfy)

PartV List of Officers, Directors, Trustees, and Key Employees

Instructions on page 26 )

(List each one even If not compensated, see Specific

(A) Name and address

(B) Title and average
hours per waek
davoled to position

(C) Compen
sation (if not
paid, enter -0-}

(D} Convibugons to
employae benefit plans &

deferred compensabion

(E) Expense
account and other
allowances

SEE STATEMENT PART V

0

o

0

75 0[nd any officer, director, trustee, or key employee receive aggregate compensaben of more than
$100,000 from your organization and all related organizations, of which more than $10,000 was

provided by the related orgamizations?

If "Yes,” attach schedule - see Specific Instructons on page 27

Yes

SEE STATEMENT LINE 75

DNO

Form 990 {2002)



Form 930 (2002) ‘ KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTI( 52-0954463

Page 5

Part VI Other Information (See Specific Instructions on pages 27 }

Yes or No

*76 Did the organization engage In any actvity not previously reported to the Internal Revenue Service?
If “Yes," attach a detalled descniption of each actvity
77 Were any changes made in the organzing or governing documents, but not reported to the IRS?
If "Yes," attach a conformed copy of the changes
78a Did the organization have unrelated business gross income of $1,000 or more dunng the year covered
by this retum?
b If "Yes," has it filed a tax return on Form 990-T for this year?
79 Was there a hquidaton, dissolution, termination, ar substantial contracton during the year? If "Yes,”
attach a statement
B0a Is the organization related (other than by association with a statewide or natonwide organizabon)
through common membership, goveming bodies, trustees, officers, etc |, to any other exempt or
nonexempt erganzation?
b If "Yes," enter the name of the organization SEE STATEMENT LINE 80

and check whether it 1s exempl CR nonexempt

81a Enter the amount of political expenditures, direct or indirect, as descnbed
in the nstructiens for line 81 |81a]  NONE

78b YES
’///4 ﬂ/////////////%

b Did the organization file Form 1120-POL for this year?
82a Did the organizabon receive donated services or the use of matenals, equipment, or facilities at
no charge or at substantally less than far rental value?
b f"Yes," you may indicate the value of these items here Do notinclude this amount as revenue
in Part i or as an expense in Partil (See instructions for reporting in Part (Il ) |82b] N/A

B1b NO

/// . ///

83a Dnd the organization comply with the public inspection requirements for returns and exemption apphcations?
b Did the organization comply with the disclosure requirements relating to quid pro quo contnbutons?
84a Did the organzatton sclicit any contnbutions or gifts that were not tax deductible?
b If"Yes," did the organization include with every solicitation an express statement that such
contnbttions or gifts were not tax deductibie?
85 501(c){4). (5), or (6) organzations (a) Were substantally all duss nondeductible by members?
b Did the organzation make only in-house lobbying expenditures of $2,000 or less?
If"Yes" to either 85a or 85b, do not complete 85¢ through 85h below unless the organization
received a waiver for proxy tax owed for the pnor year

83
83b N/A

84a N/A
{{/;, ’/////4/{1/{//%
85a N/A

85b NIA

¢ Dues, assessments, and similar amounts from members 85¢c N/A
d Section 162{e) lobbying and poliical expenditures 85d N/A
€ Aggregate nondeductble amount of section 6033(e)(1){A} dues notices 85e NIA
f Taxable amount of lobbying and poliical expenditures (ine 85d less 85e) 851 NIA

g Does the organizabion elect to pay the section 6033({e) tax on the amount in 85f?

b If section 6033(e)(1)(A) dues notices were sent, does the orgamization agree to add the amount
In 85f to its reasonable estimate of dues allocable to nondeductible lobbying and politcal
expenditures for the following tax year?

86 501(c)(7) orgs - Enter (a) Inibation fees and capital contributions

included on line 12 86a N/A

b Gross receipts, included on line 12, for public use of club facilites 86b N/A

87 501{c){12) orgs - Enter a Gross income from members or shareholders 87a NIA
b Gross income from other sources (Do not net amounts due ar paid to other

sources against amounts due or received from them ) 87b N/A

88 At any ime dunng the year did the organization own a 50% or greater interest in a taxabie corporation of partnership or an endtty
disregarded as separate frorm the organzation under Regulabions sections 301 7701 2 and 301 7701 3?2 If Yes complete Part IX
89a 501(c)(3) organizations - Enter Amount of tax paid dunng the year under
section 4911 NONE , section 4912 NONE , section 4855 NONE

b 501(c)(3) and 501(c}(4) orgs Did the arganzation engage in any sechon 4956 excess benefit transaction dunng the year of ad
Il bagome aware of an excess benefit transaction rom a pnor year? If *Yes  aftach a slalement explaining each transaction
¢ Enter Amount of tax imposed on the organizabon managers or disqualified persons dunng the

year under secton 4912, 4955 and 4358 NONE
d Enter Amount of tax in 89¢, above, reimbursed by the organization NONE
90a List the states with which a copy of this return 1s filed DISTRICT OF COLUMBIA, MARYLAND, VIRGINIA
b Number of employees employed in the pay perod that includes March 12, 2002 (See instructions) [ 90b| 6,207
91 The books are 1n care of DONALD RUHL, NATIONAL TAX DIRECTOR Telephoneno 510 271-6385
Located at ONE KAISER PLAZA, 15501, QAKLAND, CA ZIP code 94612
92 Sechon 4847(a)(1) nonexempt chantable trusts fiing Form 990 in leu of Form 1041~ Check here
enter the amount of tax-exempt interest received or accrued during the tax year | 92 {Nn/A

Form 990 (2002)



Form 990 (2002) ' KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLAN 52-0954463 Page 6

Part Vil Analysis of Income-Producing Activities {See Specific Instructions on pages 32 )

Note Enter gross amournts unless otherwise Unrelated business tncome Excluded by section 512, 513, or 514 {E)

indicated (A) {B) (C) (D} Related or exempt

93 Program service revenue Business code Amount Exclusion code Amount function income

A MEMBERS HEALTH CARE PREMIUMS 621400 23,041,548 1,065,752,683
b SUPPLEMENTAL CHARGES 621400 2,216,031 71,213,775
€ NON PLAN AMD INDUSTRIAL REVENUE 1,904,039
d INTERREGIONAL REVENUE 4,991,423
€ OTHER PROGRAM SERVICE REVENUE 1 11,528,405
f Medicare/Medicald payments 187,108,089

g Fees and contracts from government agencies

94 Membership dues and assessments

95 intereston savings and temporary cash nvestments 14
96 Dmdends and mterest from securtes 1 ,755,525
97 Net rental Income (loss) from real estate m // Z”///’ 2 W%WWW Z

ad debtfnanced property

b not debt hnanced property
98 Nat rental income of (ka3) lrom personal propeity
99  Otner mvestment income 14 8,382 461

100 Gain or (osy) from sales of assets omer Man Inventory 18 21,231

101 Het rcome or (less) from specal svents

102 Gross proft or (loss) from s3les of nventory
103 omer revanue

b

c

d

e
104 Subtotal (add cols (B), (D), and (E}) D 25251577 Vi 21,690,622 1,330,970,009
105 Total (add line 104, columns (B), (D), and (E)) 1,377,918,208
Note Line 105 plus hna 1d, Part | should equal the amount on fine 12 Pant |
Part VIl Relationship of Activities to the Accomplishment of Exempt Purposes (See Specific Instructions on page 32 )

Line No Explain how each activity for which income 1s reported in column (E) of Part VI contnbuted importantly to the
accomphshment of the organization’s exempt purposes {other than by providing funds for such purposes)

SEE STATEMENT LINE Vill

Part IX Information Regarding Taxable Subsidiaries and Disregarded Entities {See Specific Instructions on page 33 )
(A) (B) € (D) (E)
Name, address, and EIN of corporation, Percentage of Nature of activities Total End-of-year
partnership, or disregarded entity ownershp interest income assets
KAIVEST | LLC 83 540% INVESTMENT 9,848,127 187,932,628
ONE KAISER PLAZA, SUITE 1550L %
OAKLAND, CA 94612 %
%
Part X Information Regarding Transfers Associated with Personal Benefit Contracts {See Specific Instructions on page 33 )
(a} Did the orgamzation, dunng the year, receive any funds, directly or indirectly, to pay premiums on a personal
benefit contract? [ Jves [ XNo
(b) Dd the organtzation, during the year pay premiums, directly or indirectly, on a personal benefit contract? DYes No
Note If " Yes™to (b), file Form 8870 and Form 4720 (see instruchons)
Under penathes of perury | dechace that | have examinad this return Inchuding accompanying schadules and stat s and © the past of my knowledge
Please and behet s true cormect. and compiets Declaration of pre parer (other than officer} is based on all imformaton of which preparer has any knowledge
Sign
Here 79 |/ I ene s STl | W-13-03 DEBORAH STOKES, VP/ICONTROLLER
Signature of officer Date Type or print name Title
Prepar Date Check 1f self- Prepaiers SSN ar PTIN
ét7:uh-l._ Jo /3 /9 3 Zlemployed
LLP EIN

Phone

{415) 783-4000




SCHEDULE A
{Form 990 or 590-EZ)

Bepartment of the Treasury
Intamal Revanus Servica

Organization Exempt Under Section 501(c)(3)

(Except Pnvate Foundation) and Section 501(e), 501(f), 501(k),

501(n), or Section 4847(a){1) Nonexempt Chartable Trust

Supplementary Information - (See separate instructions )

MUST be completed by the above organizations and attached to their Form 990 or 990-EZ2

OMB No 1545-0047

2002

Name of the organization Employer identification number
KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC 520954463
Partl Compensation of the Five Highest Paid Employees Other Than Officers, Directors, and Trustees
{See page 1 of the instructions List each one If there are none, enter "None ™)
{a} Name and address of each (b) Title and average (d) Contributons o (e) Expense account
employee paid mare than $50,000 hours per week (c) Compensation | employan baneft pians & and other
devoted to position deferred compensaton allowances
Director
Stephanie A Strass Medicare Sales
1 Kaiser Plaza, Suite 15500 Crdway
Oakland, CA 94612 40 Hours 213,795 0 0
Director
_ Jern B Stelnkraus Medicare Sales
1 Karser Plaza, Suite 1550L Ordway
Qakland, CA 94612 40 Hours 146,188 15,546 0
Director
Christopher H Bowen Pnicing & Undrwring
1 Kaiser Plaza, Suite 15501 Ordway
Qakland, CA 94612 40 Hours 141,451 16,016 4,903
Director
Mona Ma Janke Medical Ops Supt
1 Kaiser Plaza, Suite 1550l Ordway
Oakland, CA 94612 40 Hours 146,081 16,447 0
Patricia N Mathews Executive Directar
1 Kaiser Plaza, Suite 1550L Ordway
Qakland, CA 94512 40 Hours 142,529 4,811 0

Total number of other employees paid
over $50,000

Part [l

Compensation of the Five Highest Paid Independent Contractors for Professional Services

(See page 1 of the instruchons List each one (whether individuals or firms ) If there are none, enter "None "}

{a) Name and address of each independent contractor

paid more than $50,000

(b) Type of service

(c) Compensation

Mid-Atlantic Permanente Medical Group

2101 E Jefferson Street

Total number of others receving over
$50,000 for professional services

598

For Paperwork Reduction Act Notice, see page 1 of the Instructions to Form 990 and Form 990-EZ

Rockville, MD 20852 Medical Services 298,381,408

INOVA Group of Hospitals

PO Box 37019, Baltimore MD 21297 Hospltal Services 85,455923
. Holy Cross Hospital

PO Box 64722, Balimore MD 21264 Hospital Services 52,220,809

Washington Hospital Center .

PO Box 631290, Battimore MD 21263 Hospital Services 43,346,088

GBMC Inc

PO Box 631568, Baltimore MD 21263 Hospltal Services 18,814,115

...

Schedule A (Form 990 or 930-EZ) 2002



Schedule A (Form $50 or 990-EZ) 2002 ' KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC 52-0954463

Page 2

Partllil Statements About Activities {See page 2 of the instructions ) Ye

(5]

No

1 Dunng the year, has the erganization attempted to influence national, state, or local legislation,
ncluding any attempt to influence public opinion on a legislative matter or referendum? SEE STMT SCH A PART Il LINE 1
If "Yes,"” enter the total expenses paid or incurred in connechon with the lobbying activities 244 45717
{Must equal amounts on line 38, Part Vi-A, or line 1 of Part VI-B)
Organizations that made an electon under section 531(h) by filng Form 5768 must compfete
Part VI-A Other crganizations checking "Yes,” must complete Part VI-B AND attach a
statement giving a detalled descnption of the lobbying actvities

2 Dunng the year, has the orgamization, either directly or indirectly, engaged in any of the
following acts with any of its trustees, directors, officers, creatars, key employees, or
members of their families, or with any taxable organization with which any such person s
affilated as an officer, director, trustee, majonty owner, or pnncipal beneficiary

¥R BN

el 2

a Sale, exchange, or leasing of property? SEE STMT SCH A PART Ill LINE 2

b Lending of money or other extension of credit? SEE STMT SCH A PART Il LINE 2

¢ Furnishing of goods, services, or faclites? SEE STMT SCH A PART Il LINE 2

d Payment of compensation (or payment or reimbursement of expenses f more than $1,000)? SEE STMTPARTY | 2d

e Transfer of any part of ts income or assets? 2e X

If the answer to any question 15 "Yes, " attach a detaled statement explaining the transactons

3 Does the orgamzaton make grants for scholarships, fellowships, student loans, etc 7 SEE STMT SCH A PART Il LINE3] 3 X
4a Do you have a section 403(b) annuity plan for your employees? da] X

Note: Attach a statement to explain how the organization determines that individuals or orgarizations recetving /
grants or leans from it in furtherance of its chantable programs "qualify " to receive payments //

PartlV Reason for Non-Private Foundation Status (See pages 3 through 6 of the nstructions )

The organizabon is not a pnvate foundation because it 1s (please check only ONE applicable box)
5 :IA church, convenbtion of churches, or associaton of churches  Section 170(b}{1)(A)(1)
| A school  Section 170(b){(1)(AXn) (Alse complete Part V, page 5)
[ ]A hospital or a cooperatve hospital service organization Section 170(b)(1)(A)(m)
| |A Federal, state, or local govemment or govemmental unit  Secton 170(b){ 1){(A)(v)
|A medical research organization operated in conjunction with a hospital  Section 170(b)(1)(A)in) Enter the hospital's name,
clty, and state
10 [__]An organization operated for the benefit of a coliege or university owned or operated by a governmental unit
Section 170(b)(1){A)v) {Also complete the Support Schedule in Part IV-A )
11a|:|An organization that normally receives a substantial part of its support from a governmental urit or from the
general public  Section 170(b){1)(A){vi) {Also complete the Support Schedule in Part IV-A )
116 ]A community trust  Section 170(b)(1)}{A}vi) (Also complete the Support Schedule below )
12 [ X_JAn organizahon that normally receives (1) more than 33 1/3%f its support from contributions,
membership fees, and gross receipts from activities related to its chantable, etc , funchons - subject to certam
exceptions, and (2) no more than 33 1/3%of its support from gross investment income and unrelated business

taxable Income (less section 511 tax) from businesses acquired by the organization after June 30, 1975 See
secbon 509(a){2) (Also complete the Support Schedute in Part IV-A )

13 [:]An organization thatis not controlled by any disqualified persons (other than foundation managers) and
supports organizations described in (1) lines 5 through 12 above, or (2) section 501{c){4}, (5}, or (B), If they
meet the test of secbon 509(a)(2) (See secton 509(a)(3) )

o~ oD

/-]

Provide the fallowing informaton about the supported organizations  (See page 5 of the instructions )

(a) Name(s) of supported organization(s) (b} Line number
from above

14 DAn orgarizatien organized and operated to test for public safety Secton 509(a)(4)} (See page 6 of the instructans )

Schedule A (Form 990 or 990-E2Z) 2002



Schedule A (Form 990 or 990-E2) 2002 KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES INC

52-0954463 Page 3

Part{V-A Support Schedule
Note You may use the worksheet in the instructions for converting from the accrual to the cash methad of accounting

(Complate only if you chacked a box on ine 10, 11, or 12) Use cash method of accounting

Calendar year (or fiscal year beginning In) (a) 2001 (b) 2000 () 1959

(e) Total

15 Gifts grants and contributions received (Do
not include unusual grants See line 28 )

16 Membership fees racaived

17 Gross receipts from admissions, merchandise
sold or services parformed, or furmishing
of facilities in any actraty that 1s not a
business unrelated to the organwzation s

1261 969 145 1211 610 240

chartable, etc , purpose 1,115,546 996

4,570 026 683

18 Grossincome from interest dividends amounts
received from payments on securities loans
(section 512{a)(5)) rents, royaltes, and unrelated
business taxable income (less section 511 taxes)
from businasses acquired by the organization
after June 30 1975 66 686 650 22 261,053 15 202,245

111,992 038

18 Netincome from unrelated business activities
not inctuded in line 18

20 Tax revenues levied for the arganization s benafit
and etther paid to  or expended on 1its behalf

21 The valus of services or facilities furnished to the
organzation by a govemmental unit without charge
Do not include the value of services or faciities
generaliy furmished to the public wathout charge

22 Otherincome Attach a schedule Do not includa
gain of (loss) from sale of capital assets

23 Total of ines 15 through 22 1,328 655 795 1233871 283 1,130 749 241 988 742 592 4,682 018 921
24 Line 23 minus ine 17 66 686,650 22 261 053 15 202 245 7 842 090 111 952 038
25 Enter 1% of ine 23 13 286 558 12 338 713 11 307 492 9 887,426

26 Organlzations described in lines 10 or 11 a Enter 2% of amount in columnn (e), ine 24 26a

b Prepare a list for your records to show the name of and amount contnbuted by each person (other than a
governmental unit or publcly supponted orgamzation) whose total gifts for 1998 through 2001 exceeded the amount
shown in line 26a Do not file this list wath your returrEnter the total of all these excess amounts

¢ Total support for secthon 508(a){1) test Enter line 24, column (e)

d Add Amounts from column (e) for ines 18 19

22 26b

e Public support (ine 26¢c minus line 26d total)
1 Public support percentage {line 26e (numerator) divided by line 26c {denominator}) .

26b

26¢c

26d

26e

26f

27 Organizations described on line 12

a For amounts included in lines 15, 16, and 17 that were received from a

“disqualified person,” attach a list {which 1s not open to pubiic iInspection) to show the narne of, and total amounts receivad in each

year from, each “disqualified person * Do not file this list with your return Enter the sum of such amounts for each year

(2001) {2000) (1999}

b For any amount included in line 17 that was received from each person (other than "disqualified person”}, prepare a list for your

records to show the name of, and amount received for each year, that was more than the larger of (1) the amount on line 25 for the
year or (2) $5,000 {include in the list orgamizations describad in lines 5 through 11, as well as individuals ) Do not file this list wath
your return After computing the difference between the amount received and the larger amount described in (1) or (2), enter the

sum of these differences (the excess amounts) for each year
{2001) {2000) (1999)

c Add Amounts from column (e} for nes 15 16
17 4 570026,883 20 21
and line 27b total

d Add Line 27a total

€ Public support {ine 27c minus line 27d total)

1 Total support for section 509(a)(2) test Enter amount on line 23, column (e}

g Public support percentage (line 27¢ (numerator) divided by line 27f (denominator))

h Investment income percentage (line 18, calumn (&) (numerator) divided by kne 27f (denominator)}

27c| 4570,026,883

27d

27e| 4570,026,883

|27ﬂ 4 682,018,921

27g 97 61%

27h 2 39%

28 Unusual Grants  For an organization descrnibed in hne 10 11 or 12 that received any unusual grants dunng 1998 through 2001,

prepare a hist for your records to show, for each year the name of the contributor the date and amount of the grant and a brief
description of the nature of the grant Do not file this hist wath your return Do not include these grants in line 15

Schedule A (Form 990 or 89G-EZ) 2002



Schedule A (Form 990 or 890-EZ) 2002 ' ' KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC52-0954463 Page 4

PartV Private School Questionnawe (See page 7 of the mnstruchions )
({To be completed ONLY by schools that checked the box on line 6 in Part IV)

N/A

29 Does the organization have a racially nondiscnminatoery policy toward students by statement in its
charter, bylaws, other governing instrument, or in a resolution of its govemning body?

30 Does the orgamzation include a statement of its racially nondiscnminatory policy toward students
in all its brochures, catalogues, and other wnitten communications with the public dealing with
student admissions, programs, and scholarships?

31 Has the organization publicized its racially nondiscnminatery policy through newspaper or broadcast
media durnng the penod of solicitaton for students, or dunng the registration penod if it has no solicitation
program, in a way that makes the policy known ta all parts of the general community it serves?

If'Yes," please descnbe, if "No,” please explain (If you need more space, attach a separate statement )

32 Does the organization maintain the following
a Records indicating the racial composibon of the student body, faculty, and administrative staff?
b Records documenting that scholarships and other financial assistance are awarded on a racially
nondiscnminatory basis?
¢ Copies of all catalogues, brochures, announcements, and other wrnitten communtcations to the public
dealing with student admussions, programs, and scholarships?
d Copies of all matenal used by the organzaton or on s behalf to solicit contributions?

If you answered "No" to any of the above, please explain (If you need more space, attach a separate statement )

33 Does the arganization discnminate by race in any way with respect to
a Students’ nghts or pnvileges?
b Admissions policies?
¢ Employment of faculty or administrative staff?
d Scholarships or other financial assistance?
e Educationat policies?
f Use of faciibes?
g Athletic programs?
h Other extracurnicular activities?

If you answered "Yes ' to any of the above, please explan (If you need more space, attach a statement )

34a Does the organization recewve any financial aid or assistance from a governmental agency?

b Has the organizahion’s nght to such aid ever been revoked or suspended?
If you answered "Yes" to either 34a or b, please explamn using an attached statement

35 Does the organization certify that it has complied with the applicable requirements of sections 4 01 throug
4 05 of Rev Proc 75-50, 1975-2 C B 587, covenng racial nondiscnminaton? If *No," attach an explanation

33c

33d

dde

33f

h

35

Schedule A (Form 990 or 990-E2) 2002



Schedule A (Form 990 or 990-E2) 2002 ' ) KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC ST 52-0954463 Page S

Part VI-A Lobbying Expendrtures by Electing Public Chanties {See page 9 of the instructions )
(To be completed ONLYby an eligible organization that filed Form 5768) N/A
Check here a[___]if the orgamzation betongs to an affitated group
Check here b:]lf you checked "a" and "hmited control' provisions apply
(a) (b)
Limits on Lobbying Expenditures Affilated To be compinted for ALL
(The term "expenditures” means amounts paid or incurred) group totals | #ecine emsnatom
36 Total lobbying expenditures to influence public opinion {grassroots lobbying) 36
37 Total lobbying expenditures to influence a legislative body (direct lobbying) 37
38 Total lobbying expenditures {add ines 36 and 37) 38
39 Other exempt purpose expenditures 39
40 Total exempt purpose expenditures (add ines 38 and 39) 40
41 Lobbying nontaxable amount Enter the amount from the following table - %
If the amount on line 40 is - The lobbying nontaxable amountis - /
Not over $500,000 20% of the amount on line 40
Over $500,000 but not over $1,000,000 $100,000 plus 15% of the excess over $500,000 /‘ %

Over $1,000,000 but net over $1,500,000 $175,000 plus 10% cf the excess over $1,000,000

Over $1,500,000 but not over $17,000,000 $225,000 pius 5% of the excess over $1,500,000 } % % %
Over $17,000,000 $1,000,000 // A

42 Grassroots nontaxable amount (enter 25% of line 41)
43 Subtract ine 42 from iine 36 Enter -0- if ine 42 1s more than line 36
44 Subtractine 41 from line 38 Enter -0- if ine 4115 mere than ne 38

Caution If there ts an amount on either ne 43 or ine 44 file Forrn 4720 %//////%

4 - Year Averaging Penod Under Section 501(h)
(Some organizations that made a secton 501(h) election do not have to complete all of the five columns below
See the instructions for lines 45 through 50 on page 11 of the instruchons )

Lobbying Expenditures During 4-Year Averaging Penod

Calendar year {or fiscal {a) {b} {c) (d) (e)
year beginning in) 2002 2001 2000 1999 Total

45 Lobbyming nontaxable amount

47 Total lobbying expenditures

48 Grassroots nontaxable amount

49 Grassroots ceiling amount (150% of line 48(e))

50 Grassroots lobbying expenditures
Part VI-B Lobbying Activity by Nanelecting Public Chanties
(For reparting by organizations that did not complete Part VI-A) (See page 12 of the instructions )

Dunng the year, did the organizaton attempt to influence nabional, state or local legislation, including
any attempt to influence public apinion on a legislative matter or referendum, through the use of Yes| No Amount
a Volunteers X ;//
b Paid staff or management {Include compensation n expenses reported on ines c through h ) X //////////////////%
¢ Meda advertisements X
d Mailings toc members, legislators, or the public X 10,039
e Publications, or published or broadcast statements X
f Grants to other organizations for lobbying purposes X 18,367
0 Direct contact with legislators, therr staffs, government officials, or a legislative body X 212 441
h Railies, demonstratons, seminars, conventions, speeches, lectures, or any other means X 3,610
I Total lobbying expenditures (add lines ¢ through h) E”/ﬁ//{////] 244,457
If "Yes" to any of the above, also attach a statement giving a detalled descnpbon of the lobbying activites SEE STMT SCH A PART (Il LINE 1

Schedule A (Form 990 or 990-EZ) 2002



Schedule A (Form 990 or 990-EZ) 2002 " KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC 520954463 Page 6
Part Vil Information Regarding Transfers To and Transactions and Relationships With Noncharitable Exempt
Organizations (See page 12 of the instructions )
51 [ud the reporting organization directly or indirectly engage in any of the following with any other organization descnbed in
section 501(c) of the Code (ather than section 501(c)(3) organizations} or in secbon 527, relating to politcal organizations?

a Transfers from the reporting organization to a nonchantable exempt organization of Yes| No
{i} Cash $1a(l) X
(i} Other assets a(ll) X
b Other transactions
{1} Sales or exchanges of assets with a noncharitable exempt orgarization b(l) X
(§} Purchases of assets from a noncharitable exempt organization bli) X
{lil) Rental of facilities, equipment, or other assets biii) X
{lv) Rembursement arrangements b(iv} X
(v) Loans or loan guarantees b(v) X
{v1) Performance of services or membership or fundraising solicitabions b(vi) X
¢ Shanng of faciites, equipment, mailing ists, other assets, or paid employees c X
d If the answer to any of the above 1s "Yes,” complete the following schedule Column (b) should always show the fair market value
of the goods, other assets, or services given by the reporing orgamzabon if the organizaton received less than farr market value
in any transachon or shanng arrangement, show 1n column (d) the value of the goods, other assets, or services received
@ (®) © d)
Lmne no Amount involved Name of nonchantable exempt organization Description of transfers, transactions and shanng arrangements
NIA
52a |s the organization directly or indirectly affilated wath, or related to, one or mare tax-exempt crganizatons
described in section 501(c) of the Code (other than section 501(c){(3)) or in section 5277 | I Yes | X ] No
b |f "Yes,” complete the following schedule
(a) {b) {c)
Name of organization Type of organtzation Descnption of relatonship
NIA

Schedule A (Form 980 or 930-E7) 2002



KAISER FOUNDATION HEALTH PLAN OF MID-ATLANTIC STATES, INC. §2-0954463
FORM 9950 TAX YEAR 2002

FORM 990 PART I, LINE 8 C, COLUMN (B}
GAIN OR {LOSS) FROM SALES OF ASSETS OTHER THAN INVENTORY

DATE & DATE SALES COSsT!/ GAIN
DESCRIPTION HOW SOLD PRICE EXPENSE ACCUM OR
ACQ'RD OF SALE DEPREC {LOSS)
NOTE #1
GAIN OR LOSS FROM SALES OF FIXED ASSETS
1996 Dodge Caravan 9/13/1996 10/4/2002 1,250 16,898 16,898 1,250
1994 Dodge Caravan 8/31/1998 10/4/2002 750 20,800 20,800 750
1991 Ford Aerostar 9/1211991 10/4/2002 425 15,166 15,1686 425
1993 Chevrolet Astro 2/261M1997 10/4/2002 1,000 17,737 17,737 1,000
Equipment 1994 Vanous 1,500 10,382 10,382 1.500
Equipment 1994 Various 1,500 7.081 7.081 1,500
Miscellaneous Equipment Vanous Various 14,806 - - 14,806
TOTALS NET GAIN (LOSS) FROM SALES OF FIXED ASSETS 21,231 88.064 86,064 21,231
ECAP OF NET GAIN/(LOSS)
ORIGINAL COST AND EXPENSE OF SALE 88,064
DEPRECIATION 88,064
NET COST OR OTHER BASIS -
LESS GROSS SALES PROCEEDS 21,231
NET GAIN/LOSS) 21,231

Statement Line 8



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.
52-0954463
12/31/2002

STATEMENT LINE 20
FORM 990 PART |, LINE 20--OTHER CHANGES IN FUND BALANCE

DESCRIPTION AMOUNT

UNREALIZED GAIN ON INVESTMENTS 724,025

CHANGE IN RESERVE FOR MINIMUM PENSION LIABILITIES (25,710,015)
TOTAL - OTHER CHANGES IN FUND BALANCE (24,985,990)

Statement Line 20



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.

§2-0954463
12/31/12002

OTHER EXPENSES
STATEMENT LINE 43
FORM §90, PART II, LINE 43

DESCRIPTION

ADMINISTRATIVE EXPENSES

PURCHASED MEDICAL SERVICES - BCP
PURCHASED MEDICAL SERVICES - OUTSIDE SVCS
PURCHASED SERVICES - OTHER PROFESSIONAL
PURCHASED SERVICES - OTHER NON-PROFESSIONAL
PROFESSIONAL & PUBLIC LIAB INSURANCE
OTHER INSURANCE

INFORMATION TECHNOLOGY SERVICES
BUSINESS LICENSES & TAXES

PROPERTY TAXES

DUES & SUBSCRIPTIONS - PROFESSIONAL

DUES & SUBSCRIPTIONS - OTHER
AMORTIZATION OF GOODWILL

EMPLOYEE DEVELOPMENT EXPENSES
EMPLOYEE RELATED EXPENSES

ADVERTISING AND MARKETING EXPENSES
BROKER COMMISSIONS

INTER-REGIONAL CHARGES

COMMUNITY CHARITABLE PROGRAMS

LOSS ON RETIREMENT OF FIXED ASSETS
MISCELLANEOUS AND OTHER EXPENSES
ALLOCATED ADMINISTRATION EXPENSES

TOTAL LINE 43

PROGRAM  MANAGEMENT

TOTAL SERVICE & GENERAL FUNDRAISING
621 881 621,881 0 0
455,287,844 455,287,844 0 0
257,057,015 257 057,015 0 o
3,393,826 3,393,826 0 0
1,383,717 1,383,717 o o
41,415,740 41,415,740 0 0
186,702 186,702 o 0
50,634,329 50,634,329 o 0
1,151,992 1,151,992 o 0
4,115,744 4115744 g 0
458,546 458,546 0 0
216,642 216,642 0 0
670,686 670,086 0 0
1,331,774 1,331,774 0 0
1,981,597 1,981,597 0 0
4,202,897 4,202,897 0 0
10,137,329 10,137,329 0 0
18,935,064 18,935,064 0 0
1,879,743 1,879,743 V] 0
20,874 20,874 0 0
4,237,153 4,237,153 0 0

0 (74,032,151) 74,032,151
859,321,295 785,289,144 74,032,151 o

Statement Line 43



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.
52-0954463
12/31/2002

STATEMENT PART Il
FORM 990, PART Il - STATEMENT OF PROGRAM SERVICE ACCOMPLISHMENTS

The pnmary exempt purpose of Kaiser Foundation Health Plan of the Mid-Atlantic
States, tnc ("Health Plan™), a Maryland not-for-profit corporation organized for the public
benefit and generally exempt from income tax under Intemal Revenue Code Section
501{c)(3). and comparable state statute, 15 to provide a program of health care and
medical services as a prepaid direct care group practice HMO

Health Plan 1s a subsidiary of Kaiser Foundation Health Plan, Inc an organization

also exempt from tax under Internal Revenue Code Section 501(c)}{(3)} Health Plan
contracted with Kaiser Foundation Hospitals (Hospitals) and Mid-Atlantic Permanente Medical
Group, P C (Medical Group) fo provide or arrange for hospital and medical services for

its members Hospital in turn contracts with community hospitals to provide such

hospital based medical care where Hospitals does not own or operate faciliies

Contract payments to community hospitals and Medical Group represent a substantial

portion of the expenses for medical and hospital services reported in this tax retum

Please see the attachment, "Kaiser Permanente Community Benefit Report for Kaiser
Foundation Health Plan of the Mid-Atlantic States, Inc for 2002 " This report will provide a
descnption of the activities conducted by Health Plan in the accomplhshment of its

exempt purposes and for the benefit of the community in which it conducts its activities

Statement Part 1l



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.

52-0954463
12/31/2002

INVESTMENTS - OTHER
STATEMENT LINE 56
FORM 990, PART IV, LINE 56

BEGINNING OF YEAR END OF YEAR
DESCRIPTION AMOUNT AMOUNT
Kaivest |, LLC 148,795,186 156,861,596
TOTAL LINE 56 - OTHER INVESTMENTS 148,795,186 156,861,596

Statement Line 56



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC
520954461
12/31/2002

STATEMENT LINE 57

FIXED ASSETS COST BASIS ACCUMULATED DEPRECIATION 2002
BEGINNING END OF BEGINNING END OF DEP/AMORT
DESCRIPTION OF YEAR YEAR OF YEAR YEAR EXPENSE
LAND 45068 733 41411850 o 0 o
LAND IMPROVEMENTS 479887 518516 300 055 338514 39 881
BUILDINGS 222 159 19% 234 501 163 78 845 598 89 228 004 9384 324
LEASEHOLD IMPROVEMENTS 14 183171 19 626 244 10,604 353 12 530 423 1935975
EQUIPMENT 143 989 376 134 231811 124 106 474 114 314 367 9 380 388
CAPITALIZED SOFTWARE 26 551022 26 551,022 21 097,690 23 368 997 2271107
CONSTRUCTION IN PROGRESS 15 634 624 5754 532 o 0 0
TOTALS 468 115,004 462 594 938 234 954,370 238,780 305 23011675

TOTALS TO

PART IV LINE 57(A) 468,116,004 462,594 933

PART IV LINE 57(B) 234,954 370 238 780 305

PART iV LINE 57(C} 213 161,634 223 814 633

PART Il LINE 42{A) - DEPRECIATION AMORTIZATION DEPLETION ETC 23011675

Statement Line 57



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.

52-0954463
12/31/2002

OTHER ASSETS

STATEMENT LINE 58
FORM 990, PART IV, LINE 58

DESCRIPTION

Due from Kaiser Permanente Affilated Health Plans
Intangible Pension Assels

Secunty Deposits

Prepaid Expenses

Goodwill - Net of Amortization

TOTAL LINE 58 - OTHER ASSETS

BEGINNING OF YEAR END OF YEAR
AMOUNT AMOUNT

10,055,066 375,789

0 3,999,951

0 749,079

2,146,079 349,854

3,245,222 2,574,336

15,446,367 8,049,009

Statement Line 58



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.

52-0954463
1213172002

STATEMENT LINE 64a
FORM 99C PART IV, LINE 64a - TAX EXEMPT BOND LIABILITIES

Purpose Amount Ouistanding Unexpended
Description of Issue 12/31/01 | 12/31/02 Proceeds Third Party Use
Health Fac Construction 13,167,812 13,142,418 None None
Rev Bonds
TOTAL TAX-EXEMPT BONDS 13,167,812 13,142,418

Statement Line 64a



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.

52-0954463
1213172002

OTHER LIABILITIES
STATEMENT LINE 65
FORM 990, PART IV, LINE 65

BEGINNING OF YEAR

DESCRIPTION AMOUNT
DUE TO RELATED ENTITIES 0
RESERVE FOR UNCLAIMED PROPERTY 0
RESERVE FOR SELF-INSURED RISKS 65,540,329
RESERVE FOR PROFESSIONAL & PUBLIC LIAB 0
DEFINED PENSION LIABILITY 0
POST RETIREMENT BENEFIT LIABILITES 27,008,000
CAPITALIZED LEASE 10,700,000
OTHER LIABILITIES 0

TOTAL LINE 65 103,248,329

Statement Line 65

END OF YEAR

AMOUNT

55,873,809
696,894
13,704,941
60,562,701
38,891,348
30,612,801
0

707,442

201,049,936



52-0954463
12/31/2002

SCHEDULE FORM 990, PART V
STATEMENT OF DIRECTORS, OFFICERS AND KEY EMPLOYEES

COMPENSATION, BENEFITS AND REIMBURSEMENTS

KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.

NAME SCHEDULED
and TITLE HOURS COMPENSATION BENEFIT OTHER
ADDRESS PLANS PAYMENTS
DIRECTORS
Bernard J Tyson Director & Charr As Needed 0 0 0
Robert M Crane Director As Needed 0 0 0
Lesle A Margolin Director As Needed 0 0 0
Barbara B Blum Director As Needed 0 0 0
H Lee Boatwnght, IlI Director As Needed 0 0 0
James O Gibson Director As Needed 0 0 0
Barry L Willlams Director As Needed 0 0 0
Isadore Seeman Director As Needed 0 0 0
Jean M Hams Director As Needed 0 0 0
Fredenck D Gregory Director As Needed 0 0 0
OFFICERS AND KEY EMPLOYEES
Bernard J Tyson Group Presrdent As Needed 0 0 0
Manlyn J Kawamura Regional President As Needed 0 o 0
L Date Crandall Executive Vice President As Needed 0 0 0
William A Gillespie, MD Executive Vice President As Needed 0 0 0
Rabert E Bnggs Senior Vice President As Needed (1] 0 0
Krk E Miller Senior Vice President As Needed 0 0 0
Steven R Zatkin Senior Vice President As Needed 0 0 0
Thomas R Meler Vice President - Treasurer As Needed 0 0 0
Deborah Stokes Vice President - Controller As Needed 0 0 0
Dinzah Seiver Assistant Secretary As Needed 0 0 0
Victona B Zatkin Assistant Secretary As Needed 0 0 0
Total Compensation of Directors, Officers and Key Employees for Part V 0 0 0

NOTES, Sea Notes on Statement Form 990, Part V, Line 75 for description of compensation, benefits and reimbursements

Statement Part vV




520954463
1213112002

SCHEDULE FORM 990, PART V, LINE 75

KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.

STATEMENT OF DIRECTORS, OFFICERS AND KEY EMPLOYEES PAID BY

RELATED EXEMPT ORGANIZATION

NAME TITLE COMPENSATION BENEFIT OTHER
PLANS PAYMENTS
See Note 2 SeaNoles3& 4 See Notes 48 5 SeeNotes 456
DIRECTORS
Bemnard J Tyson Ourector & Chair Sew Below See Below Sea Below
Robert M Crane Chrector 730392 333148 2180
Leslie A Margolin Director 1551 880 345278 0
Barbara B Blum Director 7.000 2,078 8gn
H Lee Boatwright 1 Drrector 8,500 0 476
James O Gibson Director 7125 1919 1]
Barry L Wilhams Director 0 0 0
Isadore Seeman Director 7.500 0 0
Jean M Hams Director 7.000 0 ]
Fredenck D Gregory Director 4 000 0 0
OFFICERS AND KEY EMPLOYEES
Bemard J Tyson Gmoup President 764 823 867,838 ¢
Manlyn J Kawamura Regional President 583 837 465,102 44 502
L Dale Crandall Executive Vice Prasident 4723785 27232388 1,080
Wiliam A Gillespia MD Executive Vice President 1,267,204 2,468,903 980
Robert E Bnggs Senior Vice President 928 383 426 518 70,824
Kirk E Miller Senior Vice President 483 218 1047 175 2158
Steven R Zalkin Senior Vice President 388,022 576 530 1,920
Thomas R Meier Vica President - Treasurer 253008 201 527 2,180
Deborah Stokes Vice President - Controller 334 087 201,181 2,055
Dinah Server Assistant Secretary 218854 182 857 248
Victona B Zatkin Assistant Secretary 145 955 144,923 1820

NOTES for current and future compensation, benefits and other reimbursements

Note #1 - This Organization i3 one of the corporate enhiies hsted on the Statement Line 80 "Refated and Controlled Entities” which 1s included
as a part of this return Thig Organization i a participating member of the integrated direct service prepaid health care program commonly
referred to as “The Kaiser Permanente Medical Care Program” (Kaiser Permanente}

Note #2 - The above individuals can be contacted carelof
Kaiser Foundation Health Plan, Inc
Program Office Controller's Department
One Kaiser Plaza, Suite 15L Ordway
Qakland, CA 94612

NOTES See following page for continuation of notes applicable to the above reporting

Statement Part V Line 75
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KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC,
52-0954463
1213172002

SCHEDULE FORM 990, PART V, LINE 75
STATEMENT OF DIRECTORS, OFFICERS AND KEY EMPLCYEES PAID BY
RELATED EXEMPT CRGANIZATION

Continuation of notes for current and future compensation, benefits and other relmbursements.

Note #3 - The executive compensaton plan for Kaiser Permanenite s designed to recruit retain and molivate qualified senior management
personnel The comprehensive compensation plan 18 designed for postlions that have a significant impact on the high-level strategic and
pohicy direction of the organization

Base pay for executive positions 1s established at a leve! comparable to market compensation Market data analyses are made of
comparable organizations and comparable benchmark positions in the market In addihon, certain components of the tolal compensation
plan bear an 'at-nsk’ feature designed to estabiish a total executive compensation which 15 equivalent to the general comparable

outside market in which the organzation must compete for executve leadership candidates These plans create an

environment that allows the executive to focus on individual and team performance objectives as identified by the organization over time

Note #4 - Compensabon, benefit plan coninbutions and reimbursement for certain expenses (collectively referred to as "compensation™)
of Directors, Officers and Key Employees are paid by Kaiser Foundation Health Plan, Inc {Health Plan) as common paymaster and
disbursement agent for the parheipating member organzations of Kaiser Permanente  Certan Directors, Officers and/or Key Employees
perform serwvices for several of the Kaiser Permanenie member organizations Compensation for these individuals 1s tncluded in a mix of
other administrative costs and expenses allocated to the member entities based on membership and other factors Speafic allocation of
these compensation elements are not shown by entity as they are not computed separatety by management

Note #5 - Some of the amounts shown as Benefits were eamed in prior years and deferred  Other amounts were eamed in 2002
and not paid until 2003 These amounts are shown on this 2002 report and will be shown again in 2003 when actually paid These dollars
are reported twice but paid only once

Among the benefits offered all employees are a Defined Benefit Plan (Plan A), a Qualfied Contnbution Plan (Plan B), a

Section 403(b) Tax Sheltered Annuity Plan (TSA), and health and welfare benefit plans Included in Benefits reported for this purpose are
the value of the annual contnbutions to Plan B, TSA and general health and welfare benefit plans for future payment, these amounts were
not actually paid in 2002 Future benefits under Plan A are excluded from this reporting as they are not readity determinable on an annual
basis but are actuanallty determined at the time the individual qualifies for retirement benefits

For other benefit plans available to executives which provide future benefits where the specific amounts are avaitable and determinable by
the time this tax report i1s filed, the amount 18 included in the Benefits reported in this return This would include the amounts of
compensation exchanged or converted under the Key Employee Savings Ophon Plan (KESOP) in the year Amounts that are paid under the
Annual Incentive Plan {(AIP) and the Long Term Incentive Plan (LTIP) that are paid out to the individual participants in the following year but
pnor to filing the retum are determined to be fixed or determmable as of year-end and are included Amounts known al year-end under
termination of employment arrangements calling for a stream-of-payments in a subsequent year are included in the Benefit Plans column for
this purpose  Indmaduals noted with (*) have amounts included by reason of termination of employment and/or have received payouts from
benefit plan accounts that consist of amounts previously eamed

Where benefit plans provide for a future benefit that contain elements of a substantial nsk-of-forfeiture condiioned on continued
employment and on achieving indvidual and Program-wade performance targets these amounts are excluded from the reparting

Note #6 - The amounts reported as Cther Payments include amounts for rembursement of expenses The included amounts do not include
such ordinary and necessary expenses as travel, transportation, lodging, meals, business meetings, conferences and other routine
expenditures for which the indrvidual accounts to the employer organization These items are reimbursed on a specific expenditure basis,
consistent with policies and procedures based on prudent iducary responsibiibes and standards The policies under which these
individuals account to the payer meet the substantiation requirements of Internal Revenue Code Section 274  This reporting includes taxable
moving and relocation reimbursements and allowances

Note #7 - The above Iisted Officers and Key Employees are scheduled to work a mmimum of 40 hours per week n their respective positions
for the Kaiser Permanente Medical Care Program The amount of tme the individuals spend on management 1ssues germane to a specific
entity 1s appropnate (o the needs of the entity

Statement Part V Line 75 Page 20of 2



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.
52-0954463
12/31/2002

STATEMENT FORM 990 PART Vil
RELATIONSHIP OF ACTIVITIES TO EXEMPT PURPOSE

LINE NUMBER - 93 & 103

93A MEMBERS HEALTH CARE PREMIUMS
Revenue received from or on behalf of members for prepaid health care coverage
under the HMO care plans offered by Health Plan to its members
Revenue excluded under the provisions of Revenue Ruling 68-27

938 SUPPLEMENTAL CHARGES
Revenue recewved for co-payments from or on behalf of members for health care
services provided under the plans refereed to in 93A above
Revenue excluded under the provisions of internal revenue regulation 1 501(c){3)-1

93C NON-PLAN AND INDUSTRIAL REVENUE
Revenue received from non-members for health care and from outside insurers
for rembursernent for health care services provided to members for work-related
injuries or conditions
Revenue excluded under the provisions of internal revenue regulation 1 501(c){3)-1

93D INTERREGIONAL REVENUE
Revenue recewved from other Kaiser Permanente Medical Care Program affilated
entities for health care services provided to visiing members and other services
provided by this Organization for the affilated entities
Revenue excluded under the provisions of internal revenue regulation 1 501(c)(3)-1

93F MEDICARE/MEDICAID PAYMENTS
Revenue received from the Social Secunty Administration for medical and health
care services provided to Plan members covered under Part B of Medicare
Revenue excluded under the provisions of internal revenue regulation 1 501(c)(3)-1

Statement Part VIII



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES,

52-0954463
12/31/2002

INFLUENCE LEGISLATIVE MATTER
FORM 990, SCHEDULE A, PART Ill, LINE 1

The Organization 1s a member of the Kaiser Permanente Medical Care Program
and participated and benefited from lobbying activities conducted at the national
level by the parent organtzation for the benefit of ts members and of the

health ¢are profession as a whole As an organization generally exempt from
income tax under Internal Revenue Code Section 501(c){3}, Health Plan did

not participate in or conduct political campaigns

This Organization may have to an insubstantial degree made comments or
statements concerning legislation which may affect the health care industry
Health Plan has not mtervened in any pohtical campaign Health Plan

may have possibly engaged in telephone conversations and/or wntten letters to
vanous federal, state, and local officials regarding matters which

affected the healthcare industry as a whole The amount of ime and money
involved in the activities was negligible

The Health Plan has several employees and/or may retain a full time
professional consultant to represent Health Plan's interests in vanous
legislative and regulatory bodies and from time-to-time to keep informed of
Federal and Siate legislatron having an impact on the Health Pian's chantable
activities as an exempt Health Maintenance Organization

These individuals attempt to ensure that proposed legislation and enacted laws
are compatible with the interests of Health Plan and its members by
performing the following activities

*  Collecting, analyzing and distnbution withun the Qrganization, public and
private policy recommendations regarding proposed legislation and
enacted laws that affect the operation of Health Plan and its ability to
provide quality heaith and medical care services to its members In a
cost effective environment

. Providing appropriate informational matenals to legislators and to ther
staffs that pertain to matters of common interest in the health care
community and in the not-for-profit community

*  Also by prepanng wntten and oral testimony, these individuals appear
at legislative heanngs, monitor legislative proceedings and meet with
legislators and/or their staffs regarding 1ssues pertinent to the rission
of Health Ptan Those individuals appearng at such heanngs
and meetings for and on behalf of Health Plan often are representing
the interests of common interest groups as weill as the interests of the
members of Health Plan

*  Other employees and officers perform services by delivering speeches at

various public and private functions and in serving as faculty in healthcare
related educational programs

Statement Sch A Part (!l Line 1

INC.
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KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.
52-0954463
12/31/2002

STATEMENT ABOUT ACTIVITIES
STATEMENT SCHAPINI LN 2
FORM 990, SCHEDULE A, PART lll, LINE 2

As reflected in Statement Line 80, Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc
(Health Plan) was affilated with other organizations, exempt and non-exempt During the year, in
the normal course of business i carrying out the exempt charitable care purpose of the
organization, Health Plan may have entered into feases, the extension of credit, and/or the furnishing
of services, goods and/or faciities with these organizations Health Pian may have also entered

into these types of transactions with organizations whose officers were members of the Board

of Directors of Health Plan, such transactions would have been at a pnce which is not less than

cost nor more than farr-market-value

Statement Sch A Part lll Line 2



KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC.
52-0954463
12/31/2002

STATEMENT ABOUT ACTIVITIES
STATEMENTSCHAPIHNILN 3
FORM 990, SCHEDULE A, PART IIl, LINE 3

Grants made during the year are to organizations qualified under Internal Revenue Code Section 501(c}(3)

All programs that are supported are for the betterment of the health of the members of Karser
Permanente and/or the health of the members of the communities in which Kaiser Foundation
Health Plan of the Mid-Atlantic States, Inc conducts its activities

Health Plan provides its services directly to the members of the community through its mostly prepaid
health care programs For an explanation of these programs and those that benefit the community,
please refer to the "Kaiser Permanente Community Benefit Report for Kaiser Foundation Health Plan of
the Mid-Atlantic States, Inc for 2002" which is included as a part of this return

Statement Sch AP IlILn 3
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INTRODUCTION

Kaiser Foundation Health Plan of the Mid Atlantic States, Inc (“Mid-Atlantic Health Plan™) 1s a
nonprofit, federally qualified HMO that 1s a subsidiary of Kaiser Foundation Health Plan, Inc
Kaiser Foundation Health Plan, Inc (KFHP), with 1ts five principal operating tax exempt
subsidiary health plans (Kaiser Foundation Health Plan of Colorado, Kaiser Foundation Health
Plan of Georgia, Inc , Kaiser Foundation Health Plan of the Mid-Atlantic States, Inc , Kaiser
Foundation Health Plan of the Northwest, and Kaiser Foundation Health Plan of Ohio) as well as
Kaiser Foundation Hospitals (KFH) are nonprofit corporations that are part of the integrated
health care delivery system known as the Karser Permanente Medical Care Program (“Kaiser
Permanente™) Additionally, Kaiser Foundation Health Plan, Inc has five subsidiary health plans
that are no longer operating and have been or are being dissolved because Kaiser Permanente has
divested its Northeast, North Carolina, and Kansas City Regions (Kaiser Foundation Health Plan
of Connecticut, Inc , Kaiser Foundation Health Plan of Kansas City, Inc , Kaiser Foundation
Health Plan of North Carolina, CHP Companies, Inc , and Community Health Plan)

In 2002, Kaiser Permanente served over 8 4 million people 1n 9 states (Cahfornta, Colorado,
Georgia, Hawau, Maryland, Chio, Oregon, Virginia and Washington) and the District of
Columbia The program 1s the largest pnivate non-profit health care program 1n the United States
and has more than 131,000 employees and over 11,000 contracting physicians In the Mid-
Atlantic Region, the Health Plan serves more than 517,000 members, 6,500 employees as well as
900 full time equivalent contracting Permanente physicians

This report describes the structure of Kaiser Permanente and documents the national community
benefit activities, programs and services of KFHP and its subsidianies, and KFH (combined), and
the specific community benelit provided by the Mid-Atlantic Health Plan in Maryland, Virginia

and the District of Columbia

Kaiser Permanente 1s not just a financial arrangement but 1s an integrated health care delivery
system that combines the provision and financing of health care services People who elect to
enroll in Kaiser Permanente receive a full range of prepaid health care services, including
hospital care, professional care 1n hospitals and physicians' offices, x-ray and laboratory services,
physical therapy, emergency, ambulance, and preventive services, health education, and
prescribed drugs

[n the Mid-Atlantic States Region, three separate legal organizations comprise Kaiser
Permanente Mid-Atlantic Health Plan, a Maryland nonprofit corporation and federally qualified
health maintenance organization exempt from federal income tax under Internal Revenue Code
§501(c)3), KFH, a Califormia nonprofit public benefit corporation exempt from federal income
tax under Internal Revenue Code §501(c)(3), and the Mid-Atlantic Permanente Medical Group,

P C ("Mud-Atlantic Permanente Physicians™), an independent multi-specialty group of physicians
organized as a professional corporation

(93}



Persons enroil in Kaiser Permanente through KFHP or one of 1ts subsidianes (“Health Plan™)
Health Plan provides and arranges comprehensive health care services for members on a
predominantly prepaid basis and fulfills tts contractual obligations to group and individual
members by contracting with KFH and the Mid-Atlantic Permanente

Members receive physician services from various Permanente Medical Groups in the respective
Kaiser Permanente regions In the Mid-Atlanuc States, the Permanente Medical Group accepts
responsibility for professional care of Health Plan members, is responsible for 1its own phystcian
recruitment, selection and staffing, and 1s a legally separate entity independent from Health Plan
and KFH The Mid-Atlantic Permanente Medical Group treats members 1n facilities owned or
leased by Health Plan and KFH

KFHP and KFH are separate corporations governed by identical boards of directors KFH
accepts responsibility to provide or arrange necessary hospital services and facilities for Health
Plan members In the Mid-Atlantic States Region, KFH contracts with community hospitals to
provide hospital services to members

Membership in KPHP and its health plan subsidiaries 1s available without regard to sex, race,
religion, ethnic background, sexual onentation, occupational status, or income level Health Plan
members are broadly representative of the various ages, social, and income groups within the
areas served Once enrolled, a member 1s free to maintain membership regardless of age, health
status, or employment

KAISER PERMANENTE’S COMMITMENT TO THE COMMUNITY

Through the Kaiser Permanente nussion, the organization contributes to the health of the
communities in two related ways First, Kaiser Permanente strives for excellence in serving 1ts
more than eight million members, through market leading performance in quality, service and
affordability By doing this, Kaiser Permanente raises the bar for the performance of all
healthcare organizations, benefits more people as 1t grows, provides a discipline in the
marketplace by demonstrating the greatest value, and generates resources to reinvest in the
community’s health

Second, Kaiser Permanente directly invests in improvements to 1ts communities” health, working
to increase access for the underserved, disseminate care improvements, alter the social
determinants of health, and inform public policy

Thus latter approach, which Kaiser Permanente calls the Direct Community Benefit Investment
program (DCBI), 1s fundamental to being a nonprofit organization It embodies the
organization’s commitment to improve the health of communities beyond services to Health Plan
members It ts more than traditional corporate citizenship or corporate philanthropy It 1s
intentional, planned, budgeted, measurable, accountable creation of better health 1n our
commumities It1s done in collaboration with, not 1solation from, the community Direct



Community Benefit fuifills Kaiser Permanente’s social purpose, justifies 1ts tax-exempt status,
and differentiates 1t from other healthcare organizations

This tradition of community benefit dates from the earliest days of the Program, when charitable
care to non-employees, and later, non-members, was initiated That heritage has continued
through the years 1n Kaiser Permanente’s early participation n the Medicard and Medicare
programs, establishment of residency traiming and medical research programs, and later in the
development of the Educational Theatre, Community Health Partnerships and Dues Subsidy
programs

In 2001, the Board reaffirmed Community Benefit as a national program and set the following
four goals

e  Address critical questions in American health care that the Program’s history, culture and
competencies position it uniquely to examine

e  Build the reputation of Kaiser Permanente for its leadership in helping solve major
health challenges

e Create a program that engages the creativity and spirit of the people of Kaiser
Permanente at all levels

e  Meet the requirements placed on KFH, KFHP, and 1t subsidiary health plans, as tax-
exempt organizations that return value to the communities served beyond the provision
of health care to members

The Board directed that this new community benefit program be gurded by a national strategy,
with continued local flexibility and implementation, supported by national and regional funding
pools, and built on the organization’s integrated heaithcare system Community benefit
investments are to be concentrated in four areas

e Vulnerable Populations - Address the financing and delivery problems of populattons that are
vulnerable because of socioeconomic status, illness, ethnicity, age, or other disabling factors

e FEwidence-based Medicine - Develop and communicate the evidence basis to determine what
form of medical care works, for which patients and populations, under what circumstances, at
what cost and in which delivery settings

e Fducation - Evaluate and demonstrate educational models for the health professions in
integrated care systems and for health care consumers for managing their own health and
obtaiming health care services

o Public Policy - Develop and dissemunate public policy information that reflects the interests
of the nation as a whole

The Board elaborated that at least 75% of total community benefit funding will be directed to
Program priorities within the four focus areas, and the remaining 25% of funding will be
directed by local Regions to respond to local community benefit needs and opportunities that
may or may not be within the four key focus areas



As part of the new approach, the Board also approved the formation of a national Community
Benefit Governance Council to oversee the new program, and designated a national executive of
KFHP and KFH to lead Kaiser Permanente’s Community Benefit Program as a full time
assignment Raymond J Baxter, PhD 1s the Senior Vice President of Community Benefit

COMMUNITY BENEFIT PROVIDED BY KAISER FOUNDATION HEALTH PLAN,
INC.

KFHP’s primary social mission 1s the organization and provision of comprehensive health care
services on a prepaid basis through an integrated health care delivery system, available to the
community as a whole Because the Health Plan 1s a nonprofit orgamzation, revenues that
exceed the cost of operations and provision of care are used to benefit members through
improved facthties and service, increase benefits, and maintain affordable rates rather than to pay
dividends to stockholders Providing affordable, high quality, comprehensive health benefits
coverage and care that emphasizes prevention helps to minimize medical indigence and
contributes to quality of hife in the communities we serve  KFHP has incorporated the foliowing
elements that support and facilitate the attainment of 1ts soctal mission 1nto 1ts operations

o Integrated Services and Facilities — KFHP has organized and integrated the professional and
physical resources required to provide comprehensive health care In hospital-based Kaiser
Permanente Regions, this care primanly occurs at major medical centers, as well as at nearby
outpatient medical offices owned by KFH and at medical office builldings owned or leased by
KFHP Our members typically have available in one place all the services and professional
care they require which facilitates a coordinated approach to care  Equipment and supporting
personnel are shared and high-technology services such as neurosurgery, open heart surgery,
and cancer treatment centers are also centralized to facilitate development and transfer of best
clinical practices among all Permanente providers

e Group Practice - Contracting Permanente Medical Groups are organized into large multi-
specialty group practices that take responsibility for providing comprehensive care to a
defined population in facilities owned or leased by KFH or KFHP  The income that
Permanente Medical Groups and their physicians receive 1s solely 1n consideration of their
professional medical and related services The amounts paid to the Permanente Medical
Groups are negotiated annually By altering the direct relationship between service
performed and income received, KFHP removes incentives to perform unneeded services,
and encourages use of the most appropriate medical care Group practice enhances quality
and appropriateness of care for members and for the community by facilitating development
and sharing of “best clinical practices” throughout the community and across the nation

o Prepayment — KFHP pays the Permanente Medical Groups a per capita payment that does
nol vary with the amount of service provided Permanente Medical Group physicians are not
compensated on a fee-for-service basis



Comprehensive Benefits - KFHP provides coverage for unlimited hospital days, physician
visits, preventive services, immunizations, well-baby care and prenatal care for most plans
Enrollees pay limited copayments at amounts that protect members from substantial out-of-
pocket costs Comprehensive, prepaid coverage removes or minimizes financial barriers to
care promoting early consultation, detection and treatment of disease  KFHP actively
encourages members to maintain their health through regular preventive self-care In
addition to improving quahty of life of the individuals and their families, this reduces
uncompensated care and prevents medical indigence by encouraging and financing preventive
medical care at the most effective and appropnate level

No Pre-existing Condition Exclusions - Pre-existing condition exclusions allow carriers to
exclude from coverage care for a condition that existed before enrollment with the carrier
KFHP imposes no pre-existing condition exclusions and thereby provides substantial
protection for new members who are ill at time of enrollment KFHP offered health benefits
coverage in all its markets without any pre-existing condition exclusions for many years prior
to recently enacted federal and state statutes prohibiting pre-existing condition exclusions n
certain markets By ensuring that all our enrollees are covered for alt their medical needs, we
reduce the amount of uncompensated care, promote the health of our members, and prevent
medical indigence

Participation in Medicare ~ KFHP has participated 1in Medicare since 1t was first
implemented 1n 1965 KFHP and ts subsidiaries enrolled approximately 850,000 Medicare
beneficiaries, providing Medicare Part A and Part B services, plus additional drug, optical,
and inpatient coverage

Participation in Medicaid — KFHP began enrolling Medicaid beneficiartes 1n the mid

1960°s Currently, KFHP and it subsidiaries provide care to over 145,000 Medicaid managed
care members and serve a large number of Medicare and Medicaid patients on a fee for
service basis

COMMUNITY BENEFIT PROVIDED BY KAISER FOUNDATION HOSPITALS

KFH’s principal purpose 1s to provide inpatient medical and surgical care, extended care and
home health care to members of the public without regard to age, sex, race, religion, or national
ornigin  KFH’s general community benefits are

Emergency departments — KFH operates full-time emergency departments 1n each of its 27
licensed hospitals (including three licensed hospitals with multiple campuses) in Califorma,
Hawau and Oregon Emergency medical services are available to all individuals regardless
of their ability to pay

Care provided to all insured patients — Hospital care 1s provided to individuals with health
care coverage from any private or government-sponsored health plan




o Open Medical Staff Privileges — Staff privileges in the hospitals are available to commumty
practitioners who are not affiliated with a Permanente Medical Group

e Board of Directors — KFH and KFHP have dentical 14 members Boards of Directors The
Board is comprised of individuals from the academic world and private industry who are

representative of the community at large George C Halvorson serves as the Chairman and
Chief Executive Officer for the KFHP and KFH Boards of Directors

e  No private inurement — KFHP pays KFH for hospital services, and all surplus revenues are
reinvested for capital replacement or expansion of facilities and equipment, debt
amortization, improvement 1n patient care and services, and medical education and research

THE COMMUNITY BENEFIT PROGRAM IN THE MID-ATLANIC STATES REGION

In 2002, KFHP and KFH spent approximately $485 million or approximately 2 2% of revenue, to
support the Commumty Benefit Program in the communities [n the Mid-Atlantic States, Kaiser
Permanente spent approxtmately $8 nullion, all of which 1s allocable to Health Plan

The following showcases many of the signature community benefit programs and services
according to the new focus areas

EDUCATION

Mid-Atlantic Health Plan spent approximately $875 thousand to educate consumers and health
care professionals during 2002 1n the Mid-Atlantic States Region

CONSUMERS

Heaith Plan spent approximately $269 thousand on community wellness/health education
programs 1n Mid-Atlantic States

Health Education Activities

Health Plan provides a variety of health education classes, events and programs to both members
and the general public During 2002, the Health Education Department staffed booths at local
health fairs, conducted smoking cessation, weight loss and parenting classes, and hosted a series
of seminars on health-related topics such as diabetes, stress management, and managing chronic
iliness

[n addiion, Mid-Atlantic Health Plan, 1n partnership with Hadassah of Greater Baltimore,
expanded 1its “Check It Out” program, a breast and testicular cancer awareness program, to all
Baltimore metropolitan area public and private schools Geared to eleventh and twelfth grade
young men and women, the program was offered free of charge Early detection of breast and
prostate cancer were the main themes of the presentations



Educational Theatre Program

Health Plan spent approximately $606 thousand in 2002 to produce the Educational Theatre
Programs ("ETP”) in Mid-Atlanuic States ETP has performed free, award-winning, health
education plays for youth in grades K-12 for more than 16 years in Mid-Atlantic States [n 2002,
there were three programs in Mid-Atlantic States ETP repertoire “Professor Bodywise’s
Traveling Menagerie”, providing basic health messages for elementary school children, “R-
Files”, focused on refusal skills, peer pressure, and personal responsibility, directed toward
nuddle school youngsters, and “Secrets” raising HIV, AIDS and STD awareness among high
school students Supplementary matenals such as teaching guides, student activity guides, and
reference matenals for parents reinforce the educational messages in each presentation During
2002, ETP performed before more than 28,000 children, parents and teachers

Other Community Health Education Support
Mid-Atlantic Health Plan also supported a number of programs aimed at educating consumers on
a wide range of health 1ssues and topics, including

¢ Alliance for Fairness in Reforms to Medicaid—to provide consumers with information about
managed care and the safety net program 1n the District of Columba,

o Campaign for Our Children—to support a community based teen pregnancy prevention
program,

e DC Rape Crnisis Center—to support an expanded community awareness and outreach
campatgn focused on rape prevention

PuBLIC POLICY

During 2002, Health Plan used modest resources, along with 1ts expertise and convening power
to develop and disseminated information on health policy 1ssues that reflect both the interest of
the country and residents of Mid-Atlantic States The Mid-Atlantic Health Plan began a public
policy partnership with The Brookings institution, the Metropolitan Washington Public Health
Association and two local funders to focus on the 1ssue of health disparities in the Washington
regton The work 1s based on a study, funded in part by the Mid-Atlantic Region, that provided a
first-time ever detailed report on the region’s health indicators Area health officers have
expressed theirr commitment to continuing with this examination, identifying collaborative
strategies that can be used region-wide

VULNERABLE POPULATIONS

MEDICAL CARE SERVICES

Dues Subsidy Programs
Health Plan spent approximately $4 4 million to provide subsidized coverage to nearly 3,645
low-income adults and children who are not eligible for other public or privately funded coverage



in Mid-Atlantic States [n the Mid-Atlantic States Region, the two Bridge Programs, the
Baltimore Partnersh 1 p , and the Medical Care for Children Partnerships compnise the Dues
Subsidy Program

The two Bridge Programs provide members the opportunity to continue their health care
coverage at reduced costs when they are experiencing financial difficulties due to job loss,
involuntary reduction in work hours, death, divorce, or legal separation from a spouse
Typically, these individuals are not ehigible for any other public or private group health care
coverage Based on income, the plan subsidizes the 90% or 95% of the per member/per month
health care coverage cost Participants in the Bndge Program whose incomes do not exceed
175% of the Federal Poverty guideline are eligible for a 95% pmpm subsidy, those whose
incomes are between 175% and 200% of the Federal Poverty Guideline are eligible for a 90%
subsidy

The Baltimore Partnersh 1 p 1s a subsidy program that 1s conducted 1n partnership with the
Baltimore County Department of Health, Greater Baltimore Medical Center and St Agnes
Healthcare This program 1s available only to adults living in Balumore County, MD, and whose
incomes are 200% or under the Federal Poverty Guideline Mid-Atlantic States provides each
participant with all of the care and services oftered at our medical centers, the County Health
Department, Greater Baltimore Medical Center and St Agnes Healthcare provide referrals for
specialists not available through Mid-Atlantic States, and hospitalization

Mid-Atlantic Health Plan also operated six Medical Care for Children Partnerships, located 1n
Montgomery and Prince George’s Counties in Maryland, Fairfax, Loudoun and Prince William
Counties 1n Virginia, and the District of Columbia  Children in these programs may not be
eligible fore public or private health care programs, and must have family incomes of between
200% and 250% of poverty Each of these programs 1s operated in partnership with local
governments, hospitals and/or non-profit community groups Participants receive all of the care
available in our medical centers Referrals, specialists not available within Mid-Atlantic and
hospitalizations are covered by our program partners This program targets children of “working
poor” families—one of the fastest growing groups of uminsured in the Mid-Atlantic States area

Grants and Donations for Medical Care Services for Vulnerable Populations
Over $1 mdlion was provided n grants and donations to support the delivery of medical care
services to a variety of individuals who were seeking services by commumty providers

o  Community Clinic Partners Program — Mid-Atlantic States supported a number of
community clinics 1n 2002 Among clinics receiving support were Arlington Free Clinic—to
support the salary of a pharmacist-in-charge, Mary’s Center for Maternal and Child Care—to
support 24-hour primary care for low-income families, Mercy Health Clinic—to fund a
Spanish-speaking part-time staff nurse, Pediatric Mobile Clinic of Children’s Hospital
National Medical Center—to support services to those most at-risk in low-income
neighborhoods, Community Clinic—to continue work necessary to secure accreditation from
the national Joint Commussion of Accreditation for Health Organizations, and Unity Health




Care—to support the health outreach program, while providing screenings and other services
to medically underserved residents of the community

o Special REP Grant — In 2002, Mid-Atlantic States 1ssued an RFP for the Community Health
Impact Grant program, focused on providing support to non-profit organizations that
addressed the problem of limited access to health care for residents of the region  Among the
grants made to groups were Family Tree—to provide urgent response and crisis stabilization,
home wvisttation and parent education and support services for at-risk farmlies, Foreign-born
Information and Referral Network—to provide case management and trained medical
interpreters to assist low- and moderate-income foreign-born restdents of Howard County,
MD to receive medical treatment and supportive services, Hospice of Baltimore—to support
an outreach project to the Latino/Hispanic community to increase their access to quality end-
of-life medical care, Samaritan Inns—to support the Intensive Recovery Program for
recovering homeless addicts

o  Other Grants - Additionally, support was provided to Citizens Planning and Housing
Association of Baltmore to translate the Baltimore Neighborhood Self-Help Handbook into
Spansh, and to Network to Improve Community Health to start the Faith Community
Duabetes Project tn 20 multi-denominational faith orgarmizations serving pnmarily minority
populations

COMMUNITY-BASED PROGRAMS

Health Plan in Mid-Atlantic States spent approximately $1 3 million to provide a vanety of
programs to non-members who live and work 1n the communities we serve Examples of the
types of programs funded are

Grants and Donations for Commurnuty Programs to meet the needs of Vulnerable Populations
The Mid-Atlantic Health Plan donated approximately $1 3 million to more than 40 community
organizations to support a variety of other programs and services for vulnerable populations in
the Mid-Atlantic States Among those recetving contributions were the Baltimore City
Department of Health, to support a Hispanic Qutreach program, The Women'’s Center, to support
a bilingual Hispanic outreach coordtnator, Girl Scout Council of the Nation’s Capatal, to support
a comprehensive violence awareness and prevention program for girls throughout the region, and
St Francis Academy, to support a community health suite and outreach program for low-income
children 1n Baltimore City In addition, support was provided to health fairs held throughout
Mid-Atlantic States, all focused on helping community groups assist their clients and in
improving and enhancing their health care

OTHER COMMUNITY BENEFITS

The Mid-Atlantic Health Plan spent more than $273 thousand on other community benefits in the
Mid-Atlantic States  An example of one benefit 1s Mid-Atlantic States participation 1n United
Way of Central Maryland and United Way of the National Capital Area In support of both
organizations, Mid-Atlantic States provided a corporate gifi, organized the workplace campaign,
staffed employee and physician volunteers, and raised more than $20,000 1n 2002



2002 NATIONAL COMMUNITY BENEFIT PROGRAM INVESTMENT

The following charts summarize 2002 community benefit investments, nationally and 1n the Mid-
Atlantic Region The commumty benefit investments unaudited

2002 National Community Benefit Program Investment

NATIONAL NATIONAL NATIONAL
CB PRIORITY AREAS HEALTH PLAN KFH ToTAL CB ToTAL
TOTAL
EDUCATION
Health Professionals $1,514,311 $47,769,383 $49,283, 693
Consumers 2,481,001 5,434,653 7,915,654
Subtotal 3,995 312 53,204,033 37,199,347
EVIDENCE-BASE
Research 605,645 13,181,636 13,787,282
Medical Libraries 70,877 5,333,781 5,404,658
Tumor Board & Cancer Registry 237,296 3,685,402 3,922,697
Subtotal 913,818 22,200,819 23114637
PusLIC PoLICY
Public Policy Grants 123,992 834,289 958,281
Subtotal 123,992 834,289 938,281
YULNERABLE POPULATIONS
Medical Care Services 244 835,730 138,832,625 383,668,355
Community-Based Programs 2,119,260 6,644,271 8,763,531
Other Vuinerable Populations 4,745,924 975,351 5,721,275
Subtotal 251,700,914 146,452,246 398,153,161
OTHER COMMUNITY BENEFITS
Other CB Grants/Expense 3,076,975 2,038,871 5,115,846
United Way 89471 201,550 291,021
Subtotal 3,166,446 2,240,421 3,406,867
TOTAL $259,900,482 $224,931,811 $484,832,293




2002 COMMUNITY BENEFIT INVESTMENT MID ATLANTIC STATES REGION

REGION REGION REGION
CB PRIORITY AREAS HEALTH PLAN KFH ToTAL CB TorAL
ToTAL
EDUCATION
Health Professionals g0 $0 $0
Consumers 875,000 0 875,000
Subtotal 875,000 0 873,000
EVIDENCE-BASE
Research 0 0 0
Medical Libraries 0 0 0
Tumor Board & Cancer Registry 0 0 0
Subrotal 0 0 0
PuBLIC PoLICY
Public Policy Grants 50,000 0 50,000
Subtotal 50,000 0 50.000
VULNERABLE POPULATIONS
Medical Care Services 5,466,953 0 5,466,953
Community-Based Programs 1,286,553 0 1,286,553
Other Vulnerable Populations 0 0 0
Subtotal 6,753,506 0 6,753,306
OTHER COMMUNITY BENEFITS
Other CB Grants/Expense 253,447 0 253,447
United Way 20,000 0 20,000
Subtotal 273,447 0 273,447
TOTAL $7,951,953 50 $7,951,953




Form 8866 { 12-2000) Page 2
¢ |i you are filing for an Additional (no* automatic) 3-Month Extension, complete only Part |l and check this box >
Note Onaly complete Part Il if you have already been granted an automatic 3-movith extension on a previously Friled Form 8868
‘e |f you are filing for an Automatic 3-Month Extension, complete only Part | (on page 1)

{Partil]  Additional {(not automatic) 3-Month Extension of Time — Must File Ongtnal and One Copy.

Type ar Name of Exempt Organzation Employer identification number
-pnnt KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES, INC 52-0954463

::l‘:r?ge‘g' Number, street, and room or suite no If a PO box see instructions For IRS use only

due date for ONE KAISER PLAZA, SUITE 1550

f::ﬁnmgee City town or post office state and ZIP code For aforeign address see instructions

Instructions OAKLAND CA 94612

Check type of return to be filed (File a separate appiication for each return)
X} Form 990 [] Form 990-EZ  [] Form 990-T (sec 401(a) or 408(@)trust) [ ] Form 1041-A [} Form 5227 [C] Form 8870
(] Form 990-BL [_] Form 990-PF ] Form 990-T (trust other than above) [ ] Form 4720 ] Form 6069

STOP: Do not complete Part Il if you were not already granted an automatic 3-month extension on a previously filed Form 8868

e if the orgamization does not have an office or place of business in the United States, check thrs box » ]
o if this s for a Group Return, enter the orgamization's four digit Group Exemption Number (GEN) i this 1s

for the whole group, check this boxw [ ] f it1s for part of the group check this box » [_]and attach a hist with the names and
EINs of all members the extension 1s for

4 | request an additional 3-month extenston of ime until NOVEMBER 15 ,2003
5 For calendar year _2002 | or other 1ax year beginning .20 and ending . 20
6 If this tax year 1s for less than 12 months, check reason (] tmtial return ] Final return ] Change in accounting period
7 State in detail why you need the extension _THT S ENT ITY IS A MEMBER OF AN AFFILIATED GROUP
C v IT MUST
DEFER RETURN FILING UNTIL DATA FOR EACH MEMBER'S RETURN IS COMPLETE.
8a If this application 1s for Form 990-8L, 990-PF, 890-T, 4720, or 6069, enter the tentative tax, less any
nonrefundable credits See instructions $ NONE
b If this application is for Form 990-PF, 990-T, 4720, or 6069 enter any refundable credits and estimated
lax payments made Include any prior year overpayment allowed as a credit and any amount paid
previously with Form 8868 $ NONE
¢ Balance Due Subtract line 8b from iine 8a Include your payment with this form, or, If required, deposit
with FTD coupon or, if required, by using EFTPS (Electronic Federal Tax Payment System) See
instructions $ 0.00
Signature and Verification

Under penalbes of perjury | declare that | have examrned this form including accompanying schedules and statements and to the best of my knowledge and belief 1t )s true
correct, and complete and that | am authonzed to prepare this form

Signature B el SN Tiled VICE PRESIDENT/CONTROLLER Daep 08/ 7 /2003
Notice to Applicant — To Be Completed by the IRS
We have approved this applicatign Please attach this form to the orgamization s return
We have not approved this application However, we have granied a 10-day grace period from the later of the date shown below or the dutylate of the
organzation’s return {including any prior extensions) This grace penod 1s considered to be a valid extension of time for efections othp.wﬁga réquired to ba
made on a umely return  Please attach this form to the organizaton s return

[:l We have not approved this application After considenng the reasons stated in tem 7 we cannat grant your request for an,mdgusxon o'l' lme@' ile We are

not granting a 10-day grace penod

~
-

We cannot consider this application because it was filed after the due date of the returm for which an extensmnﬁaa 'requated \
Qther L - .-
v 4 -
By
Director Qate -

Alternate Mailing Address — Enter the address If you want the copy of this appiication for an additional 3-fhonth extension
returned to an address different than the one entered above
Name

Type or Number and strest include suite, room, or apt. no ) Ora PO box number
pnnt

City or town, province or state, and country (including postal or ZIP code)

Form B868 (12-2000)
STF FEDIOSEF 2



o 3868 Application for Extension of Time To File an
(Decamber 2000) Exempt Organization Return OMB No 1545-1709

Depactment of the Treasury

itemal Revenue Seraoo » File a separate applicabon for each retumn

e If you are filing for an Automatic 3-Month Extension, complete only Part | and check this box >
. = if you are fihng for an Additional (not automatic) 3-Month Extension, complete only Part I (on page 2 of this form)

Note Do not complete Part il unfess you have already been granted an automatic 3-month extension on a previously filed

Form 8868.

IPan ll Automatic 3-Month Extension of Time — Only submit oniginal (no copies needed)

Note Form 990-T corporations requesting an automatic 6-month extensron — check this box andg complete Part | only » ]

All other corporations (including Form 990-C filers) must use Form 7004 to request an extension of time to file income tax retums

Partnerships, REMICs and trusts must use Form B736 to request an extension of time to fle Form 1065 1066 or 1041

Type or Name of Exempt Organization Employer identification number
pnnt KAISER FOUNDATION HEALTH PLAN OF THE MID-ATLANTIC STATES. INC 52-0954463

File by the Number slreel and room of sute no it a PO box, see instructions

que e | ONE KAISER PLAZA, SUITE 1550

return See City, town or post office state, and ZIP code For a foreign address see instructions

stcions OAKLAND CA 94612

Check type of return to be filed (file a separate application for each return)

Form 990 [T Form 990-T {corporation} [ Form 4720

[[] Form 990-BL {(] Form 990-T (sec 401(a) or 408(a) trust) (] Form 5227

() Form 990-E2Z ("] Form 990-T (trust other than above) [] Form 6069

[[] Form 980-PF [] Form 1041-A [] Form 8870

¢ If the organization does not have an office or place of business in the United States check this box » ]
® If this 1s for a Group Retum, enter the organization s four digit Group Exemption Number (GEN) NA if this 1s

for the whole group, check this box p- [_] If it is for part of the group, check this box p [_] and attach a list with the names and
EINs of all members the extension will cover

1 I request an automatic 3-month (6-month, for 990-T corporation) extension of tme untd —__ AUGUST 15 = 2003 |
1o file the exempt argaruzation return for the argamization named above The extension s for the orgamzation's return for
» [X) calendar year 20 02 or
» (] tax year beginming . 20 . and ending . 20

2 Ifttus tax year is for less than 12 months, check reason [} Inial return ] Final return  [_] Change in accounting period

3a If this application 1s for Form 9S0-BL, 990-PF, 990-T 4720 or 6069 enter the tentalive tax, less any

nonrefundable credits See instructtons $ 0
b If this application 1s for Form 990-PF or 990-T, enter any refundable credits and estimated tax payments
made Include any prior year overpayment allowed as a credit $

¢ Balance Due. Subtract ine 3b from line 3a Include your payment with this form or, if required, deposit
with FTD coupon or, if required, by using EFTPS (Electronic Federal Tax Payment System) See
instructions $ 0.00

Signature and Venfication
Under penaltes of penury | declare that | have examied this form including accompanying schedules and statements and to the best of my knowledge and belief it 1s true
correct and complete and that | am authorized to prepare ths form

Signature p» M.ﬁuﬁo %:G:ﬂaw Tile - VICE PRESIDENT/CONTROLLER Datep 05/t /2003
For Paperwork Reduction Act Notice, see Instruction Form B868 (12-2000)
\SA

STF FEDSO56F 1



