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Form 990 (2008) Spectrum Health System 38-3382353

Page 2

Part il Statement of Program Service Accomplishments (see instructions)

1 Briefly describe the orgamzation’s mission-

To improve the health

+

of the communities we serve.

2 Did the organization undertake any significant program services during the year which were not listed on

the prior Form 990 or 990-EZ?

If "Yes," describe these new services on Schedule O

o

3 Did the organization cease conducting, or make significant changes in how it conducts, any program

services?

If "Yes," descnbe these changes on Schedule O.

4 Descnbe the exempt purpose achievements for each of the organization's three largest program services by expenses.
Section 501(c)(3) and 501(c)(4) organizations and section 4947(a)(1) trusts are required to report the amount of grants and
allocations to others, the total expenses, and revenue, If any, for each program service reported.

D Yes @ No
D Yes @ No

4a (Code: ) (Expenses $ 19,535,757 including grants of § ) (Revenue $

Common management and

centralized control over

the health system activities carried on by supported

15,738,407 )

organizations.
4b (Code: ) (Expenses $ including grants of $ } (Revenue $ )
4c (Code. ) (Expenses $ including grants of $ ) (Revenue § )
4d Other program services. (Descnbe in Schedule O )
(Expenses_$ including grants of $ ) (Revenue $ )
de_Total program service expenses P $ 19,535,757 (Mustequal Part IX, Line 25, column (B) )
Form 990 (2008)
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Form 990 (2008) Spectrum Health System 38-3382353

Page 3
Part IV Checklist of Required Schedules
Yes | No
1 Is the organizatiorrdescribed in section 501(c)(3) or 4947(a)(1) (other than a pnivate foundation)? If “Yes,”
complete Schedule A . . 1 X
2 Is the organization required to complete Schedule B, Schedule of Contnbutors? ] 2 X
3 Did the organization engage in direct or indirect political campaign activities on behalf of or in opposition to
candidates for public office? If “Yes," complete Schedule C, Part | ) 3 X
4  Section 501(c)(3) organizations. Did the organization engage In lobbying activities? If “Yes,” complete
Schedule C, Part Il ) ) B 4 | X
5 Section 501(c)(4), 501(c)(5), and 501(c)(6) organizations. Is the organization subject to the section 6033(e)
notice and reporting requirement and proxy tax? If “Yes,” complete Schedule C, Part IlI N/A 5
6  Did the organization maintain any donor advised funds or any accounts where donors have the nght to
provide advice on the distribution or investment of amounts in such funds or accounts? If “Yes,” complete
Schedule B, Part | ) 6 X
7  Did the organization receive or hold a conservation easement, including easements to preserve open space,
the environment, histonc land areas, or histonc structures? If “Yes,” complete Schedule D, Part }I 7 X
8 Did the organization maintain collections of works of art, historical treasures, or other similar assets? If “Yes,”
complete Schedule D, Part Il 8 X
9  Dud the organization report an amount in Part X, line 21, serve as a custodian for amounts not listed in Part
X; or provide credit counseling, debt management, credit repair, or debt negotiation services? If “Yes,”
complete Schedule D, Part IV ) 9 X
10 Did the organization hold assets in term, permanent, or quasi-endowments? If “Yes,” complete Schedule D, Part V 10 X
11 Did the organization report an amount in Part X, lines 10, 12, 13, 15, or 257 If “Yes,” complete Schedule D,
Parts VI, VII, VIII, IX, or X as applicable o 1| X
12 Did the organization receive an audited financial statement for the year for which it 1s completing this return
that was prepared in accordance with GAAP? If “Yes," complete Schedule D, Parts XI, XII, and Xlil . See Sch. O | 12 X
13 Is the organization a school described in section 170(b)(1)(A)(n)? If “Yes,” complete Schedule E 13 X
14a Did the organization maintain an office, employees, or agents outside of the U.S ? 14a X
b Did the organization have aggregate revenues or expenses of more than $10,000 from grantmaking, fundraising,
business, and program service activities outside the U.S.? If “Yes,” complete Schedule F, Part | . 14b X
15 Did the organization report on Part IX, column (A), line 3, more than $5,000 of grants or assistance to any
organization or entity located outside the United States? If “Yes,” complete Schedule F, Part I 15 X
16  Did the organization report on Part IX, column (A), ine 3, more than $5,000 of aggregate grants or assistance
to individuals located outside the United States? If “Yes,” complete Schedule F, Part Il 16 X
17 Did the organization report more than $15,000 on Part IX, column (A), ine 11e? If “Yes,” complete Schedule G, Part | 17 X
18 Did the organization report more than $15,000 total on Part VIII, ines 1c and 8a? If “Yes,” complete Schedule G, Part || 18 X
19 Did the organization report more than $15,000 on Part VIII, ine 9a? If “Yes,” complete Schedule G, Part Il| 19 X
20  Did the organization operate one or more hospitals? If “Yes,” complete Schedule H . 20 X
21  Did the organization report more than $5,000 on Part X, column (A), ine 17 if “Yes,” complete Schedule |, Parts | and Il 21 X
22 Did the organization report more than $5,000 on Part X, column (A), ine 27 If “Yes,” complete Schedule ), Parts | and 1l 22 X
23 Dud the orgamization answer “Yes" to Part VI, Section A, questions 3, 4, or 57 If “Yes,” complete
Schedule J ] ] o ) ) 23 | X
24a D the orgamzation have a tax-exempt bond issue with an outstanding pnncipal amount of more than
$100,000 as of the last day of the year, that was issued after December 31, 20027 If "Yes," answer questions
24b-24d and complete Schedule K. If “No," go to question 25 24a X
Did the organization invest any proceeds of tax-exempt bonds beyond a temporary penod exception? 24b X
¢ Did the organization maintain an escrow account other than a refunding escrow at any time duning the year
to defease any tax-exempt bonds? . 24c X
d Did the organization act as an “on behalf of" issuer for bonds outstanding at any time during the year? 24d X
25a Section 501(c)(3) and 501(c)(4) organizations. Did the organization engage in an excess benefit transaction
with a disqualified person dunng the year? If “Yes,” complete Schedule L, Part | . 25a X
b Did the organization become aware that it had engaged in an excess benefit transaction with a disqualified
person from a pnor year? if “Yes,” complete Schedule L, Part] . . . 25b X
26 Was a loan to or by a current or former officer, director, trustee, key employee, highly compensated employee, or
disqualified person outstanding as of the end of the organization’s tax year? If “Yes,” complete Schedule L, Part || 26 X
27 Did the organization provide a grant or other assistance to an officer, director, trustee, key employee, or
substantial contnbutor, or to a person related to such an individual? If “Yes,” complete Schedule L, Part lil 27 X

DAA

Form 990 (2008)
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Form 990 (2008) Spectrum Health System 38-3382353

Page 4
Part 1V Checklist of Required Schedules (continued)
Yes | No
28 Dunng the tax year, did any person who Is a current or former officer, director, trustee, or key employee:
a Have adirect business relationship with the organization (other than as an officer, director, trustee, or
employee), or an indirect business relationship through ownership of more than 35% in another entity
(indvidually or collectively with other person(s) histed in Part VII, Section A)? If “Yes,” complete Schedule L,
Part v . o 28a X
b Have a family member who had a direct or indirect business relationship with the organization? If “Yes,”
complete Schedule L, Part IV See Sch. L and O[28b| X
¢ Serve as an officer, director, trustee, key employee, partner, or member of an entity (or a shareholder of a
professional corporation) doing business with the organization? If “Yes,” complete Schedule L, Part IV See Sch. L and O |28c
29  Did the organization receive more than $25,000 in non-cash contributions? If “Yes,” complete Schedule M 29 X
30 Did the organization receive contributions of art, historical treasures, or other similar assets, or qualified
conservation contributions? If “Yes,” complete Schedule M 30 X
31 Did the organization iquidate, terminate, or dissolve and cease operations? If “Yes,” complete Schedule N,
Part| ) 31 X
32 Did the organization sell, exchange, dispose of, or transfer more than 25% of #ts net assets? If "Yes,” complete
Schedule N, Part Il ) ) 32 X
33 Did the organization own 100% of an entity disregarded as separate from the organization under Regulations
sections 301 7701-2 and 301.7701-3? If “Yes,” complete Schedule R, Part | 33{ X
34 Was the organization related to any tax-exempt or taxable entity? If “Yes,” complete Schedule R, Parts 1,
I, IV, and V, line 1 . 34 | X
35 |s any related organization a controlled entity within the meaning of section 512(b)(13)? If “Yes,” complete
Schedule R, Part V, ine 2 35 | X
36 Section 501(c)(3) organizations. Did the organization make any transfers to an exempt non-charitable related
organization? If “Yes,” complete Schedule R, Part V, line 2 ) o . 3% | X
37 Did the organization conduct more than 5% of its activities through an entity that is not a related organization
and that I1s treated as a partnership for federal income tax purposes? if “Yes,” complete Schedule R, Part
Vi 37 X

DAA

Form 990 (2008)
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Form 990 (2008) Spectrum Health System 38-3382353

Page §
Part V Statements Regarding Other IRS Filings and Tax Compliance :
Yes No
1a Enterthe number reported in Box 3 of Form 1096, Annual Summary and Transmittal of
U.S Information Returns. Enter -0- if not applicable 1a 0
Enter the number of Forms W-2G included in line 1a Enter -0- if not applicable . 1ib 0
¢ Did the organization comply with backup withholding rules for reportable payments to vendors and reportable
gaming (gambling) winnings to prize winners? . . ) N/A 1c X
2a Enter the number of employees reported on Form W-3, Transmittal of Wage and Tax
Statements, filed for the calendar year ending with or within the year covered by this return 2a | 40 SEE SCH} O
b If atleast one is reported on line 2a, did the organization file all required federal employment tax returns? 2b | X
Note. If the sum of ines 1a and 2a 1s greater than 250, you may be required to e-file this return. (see
instructions)
3a Did the organization have unrelated business gross income of $1,000 or more duning the year covered by
this retumn? . 3a X
b If “Yes,” has it fled a Form 990-T for this year? If “No,” provide an explanation in Schedule O . N/A | 3b
4a At any tme dunng the calendar year, did the orgamzation have an interest in, or a signature or other authonty
over, a financial account in a foreign country (such as a bank account, securities account, or other financial
account)? 4a | X
b If “Yes," enter the name of the foreign country: B Cayman Islands
See the instructions for exceptions and filing requirements for Form TD F 90-22 1, Report of Foreign Bank
and Financial Accounts
5a Was the organization a party to a prohibited tax shelter transaction at any time during the tax year? 5a X
b Did any taxable party notify the organization that it was or i1s a party to a prohibited tax shelter transaction? 5b X
¢ If “Yes,” to question 5a or 5b, did the organization file Form 8886-T, Disclosure by Tax-Exempt Entity
+  Regarding Prohibited Tax Shelter Transaction? ) N/A | 5¢
6a Did the organization solicit any contributions that were not tax deductible? . 6a X
b If “Yes," did the organization include with every solicitation an express statement that such contnbutions or
gifts were not tax deductible? . . N/A | 6b
7  Organizations that may receive deductible contributions under section 170(c).
a Did the organization provide goods or services In exchange for any quid pro quo contribution of more than
$757 ) ) ) 7a X
If “Yes,"” did the organization notify the donor of the value of the goods or services provided? N/A [ 7b
¢ Did the organization sell, exchange, or otherwise dispose of tangible personal property for which it was
required to file Form 82827 . . 7c X
If “Yes,” indicate the number of Forms 8282 filed dunng the year ] 7d I N/A
e Did the organization, during the year, receive any funds, directly or indirectly, to pay premiums on a personal
benefit contract? o ) ) ) 7e X
Did the organization, duning the year, pay premiums, directly or indirectly, on a personal benefit contract? 7f X
g For all contributions of qualified intellectual property, did the organization file Form 8899 as required? N/a | 79
h For contnbutions of cars, boats, airplanes, and other vehicles, did the organization file a Form 1098-C as
required? ) ) N/A | 7h
8 Section 501(c)(3) and other sponsoring organizations maintaining donor advised funds and section
509(a)(3) supporting organizations. Did the supporting organization, or a fund maintained by a sponsonng
organization, have excess business holdings at any time during the year? 8 X
9  Section 501(c)(3) and other sponsoring organizations maintaining donor advised funds.
a Did the organization make any taxable distnbutions under section 49667? . 9a X
b Did the organization make a distribution to a donor, donor adwvisor, or related person? 9b X
10  Section 501(c)(7) organizations. Enter:
a Intiation fees and capital contnbutions included on Part VIII, ine 12 10a N/A
b Gross receipts, included on Form 990, Part VIII, line 12, for public use of club facilities 10b N/A
11  Section 501(c)(12) organizations. Enter:
a Gross income from members or shareholders . . . 11a N/Aa
b Gross income from other sources (Do not net amounts due or paid to other sources against
amounts due or recerved from them.) ) o o K N/A
12a Section 4947(a)(1) non-exempt charitable trusts. |s the organization filing Form 990 in lieu of Form 1041? N/Al 12a
b__if “Yes" enter the amount of tax-exempt interest received or accrued during the year X l 12b ] N/A

DAA

Form 990 (2008)
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Form 990 (2008) Spectrum Health System 38-3382353 Page 6
Part Vi Governance, Management, and Disclosure (Sections A, B, and C request information about policies not
required by the Internal Revenue Code.)
Section A. Governing Body and Management
. Yes | No
For each “Yes" response to lines 2-7b below, and for a “No” response to lines 8 or 9b below, describe the
circumstances, processes, or changes in Schedule O. See instructions
1a Enter the number of voting members of the governing body 1a 13
b Enter the number of voting members that are independent See Sch. L| 1| 5
2 Did any officer, director, trustee, or key employee have a family relationship or a business relationship with
any other officer, director, trustee, or key employee? . See Sch. 0| 2 X
3 Did the organization delegate control over management duties customarily performed by or under the direct
supervision of officers, directors or trustees, or key employees to a management company or other person? 3 X
4  Did the organization make any significant changes to its organizational documents since the prior Form 990 was filed? 4 X
5 Did the organization become aware during the year of a material diversion of the organization's assets? 5 X
6 Does the organization have members or stockholders? . . See Sch. 0 |6 X
7a Does the organization have members, stockholders, or other persons who may elect one or more members
of the governing body? ) See Sch. 0 | 7a X
b Are any decisions of the governing body subject to approval by members, stockholders, or other persons? See Sch. 0 | 7b X
8 Did the organization contemporaneously document the meetings held or written actions undertaken during
the year by the following.
a The governing body? ga | X
b Each committee with authority to act on behalf of the governing body? gb | X
9a Does the organization have local chapters, branches, or affilates? 9a X
b If“Yes,” does the organization have written policies and procedures governing the activities of such chapters,
affiliates, and branches to ensure their operations are consistent with those of the organization? N/A | 9b
10 Was a copy of the Form 990 provided to the organization’s governing body before it was filed? All organizations
must describe in Schedule O the process, If any, the organization uses to review the Form 990 See Sch. 0|10 [ X
11 Is there any officer, director or trustee, or key employee listed in Part VIl, Section A, who cannot be reached at
the grganization's mailing address? If “Yes,” provide the names and addresses in Schedule O 1 X
Section B. Policies
Yes | No
12a Does the organization have a wntten confiict of interest policy? If “No,” go to line 13 _ 12a | X
b Are officers, directors or trustees, and key employees required to disclose annually interests that could give
rise to conflicts? 12b| X
¢ Does the organization regularly and consistently monitor and enforce compliance with the policy? If “Yes,”
descnbe in Schedule O how this is done See Sch. o [12¢| X
13  Does the organization have a wntten whistleblower policy? 13 | X
14 Does the organization have a written document retention and destruction policy? ) o 14 | X
15  Did the process for determining compensation of the following persons include a review and approval by
independent persons, comparability data, and contemporaneous substantiation of the deliberation and decision:
a The organization's CEO, Executive Director, or top management official? See Sch. o0 |15a| X
b Other officers or key employees of the organization? ) See Sch. ©Q |15b X
Descnbe the process in Schedule O. (see instructions)
16a Did the organization invest in, contribute assets to, or participate in a joint venture or similar arrangement
with a taxable entity during the year? ) ) ) 16a X
b If“Yes,"” has the organization adopted a wntten policy or procedure requinng the organization to evaluate
its participation in joint venture arrangements under applicable federal tax law, and taken steps to safeguard
the organization's exempt status with respect to such arrangements? N/A 16b
Section C. Disclosure
17  List the states with which a copy of this Form 990 1s required to be filed » None
18  Section 6104 requires an organization to make its Form 1023 (or 1024 if applicable), 990, and 990-T (501(c)(3)s only)
available for public inspection Indicate how you make these available Check all that apply.
D Own website IZI Another's website @ Upon request
19 Descnbe in Schedule O whether (and if so, how), the organization makes its governing documents, conflict of interest
policy, and financial statements available to the public. See Sch. O
20 State the name, physical address, and telephone number of the person who possesses the books and records of the
organizaton.» Mr. Ronald J. Knaus o 1840 Wealthy St. SE ) )
Grand Rapids MI 49506 616-774-7771

DAA

Form 990 (2008)
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Form 990 (2008) Spectrum Health System 38-3382353 Page 7
Part Vi Compensation of Officers, Directors, Trustees, Key Employees, Highest Compensated
Employees, and Independent Contractors
Section A. OfficerS, Directors, Trustees, Key Employees, and Highest Compensated Employees
1a Complete thi$ table for all persons required to be listed Use Schedule J-2 if additional space is needed.
e Listall of the organization’s current officers, directors, trustees (whether individuals or organizations), regardless of amount
of compensation, and current key employees. Enter -0- in columns (D), (E), and (F) if no compensation was paid.
® Listthe organization's five current highest compensated employees (other than an officer, director, trustee, or key employee)
who received reportable compensation (Box 5 of Form W-2 and/or Box 7 of Form 1099-MISC) of more than $100,000 from the
organization and any related organizations.
o Listall of the organization’s former officers, key employees, and highest compensated employees who recetved more than
$100,000 of reportable compensation from the organization and any related organizations.
® Listall of the organization’s former directors or trustees that received, in the capacity as a former director or trustee of
the organization, more than $10,000 of reportable compensation from the organization and any related organizations
List persons in the following order individual trustees or directors; stitutional trustees; officers, key employees; highest
compensated employees, and former such persons See Sch. O
Check this box if the organization did not compensate any officer, director, trustee, or key employee.

(A) (B) () (0) (E) (F)
Name and Title Average Position (check all that apply) Reportable Reportable Estimated
hours per FEEARIEIEE B compensation compensation amount of
week a g1 213 a3 13 g g from from related other
g al 5 8 g 128 a the organizations compensation
s&l 8 o (8 organization (W-2/1099-MISC) from the
- 5| 2 2 g {W-2/1098-MISC) organization
2 g 2 3 and related
@ f;? § organizations
Richard Bredn
President 50 X X|X 1,278,465 0 433,265
Kenneth Fawdett Jr
Director 50 X 0 435,956 45,730
Richard Devqgs, Sr.
Director 2 X 0 0 0
Dan Gaydou
Chairman 2 X X 0 0 0
Brian Harrig
Director 2 X 0 0 0
Earl Holton
Vice-Chair 2 X X 0 0 0
~ Robert Hookegr
Director j 2 X 0 (4] 0
Birgit Klohg
Director 2 X 0 0 0
Mark Murray
Director 2 X 0 0 0
Elizabeth Nickels
Director 2 X ] 0 0
Timothy O'Dgnovan
Treasurer 2 X X 0 0 0
Stephen Rechner, Md
Director 2 X 0 0 0
Robert Van Tuinen, Md
Director 2 X 0 0 0
Juan Olivarez
Director-Par 2 X 0 0 0
Michael Fredd
Exec. Vice P 50 XX 645,245 0 190,005
David Leonand
Secretary 50 X 453,358 0 127,161
Ronald_Knauﬁ
Corporate Co 50 X 286,290 0 103,168
Form 990 (2008)

DAA




LR R dpetrum Health System 38-3382353 Page 8
Part VI Section A. Officers, Directors, Trustees, Key Employees, and Highest Compensated Employees (continued)
(A) (B) (€) (D) (E) (F)
Name and title Average Position (check all that apply) Reportable Reportable Estimated
. hours per 9 g a‘ g S g% Py compensation compensation amount of
. week %g 218 1% 23 % from from retated other
85 g1 g e the organizations compensation
5] 5 2 g “’g organization (W-2/1099-MISC) from the
a| g 2| o (W-2/1099-MISC) organization
gl @ °
3 & § and related
o g‘ organizations
Lowell Bursdh, Md
Sr. Vice Pre 50 X 546,152 0 161,121
John Mosley
Sr. Vice Pre 50 X 535,698 0 130,126
John Byrnes,| Md
Sr. Vice Pre 50 X 487,112 0 141,191
Patrick Ohare
Sr. Vice Pre 50 X 458,956 0 130,249
Daniel Oglesby
Sr. Vice Pre 50 X 395,660 0 121,251
Robert Connqrs
DVCH Adminis 50 X 0 491,925 164,628
ib_Total . > 5,086,936 927,881 1,747,895
2  Total number of individuals (including those In 1a) who received more than $100,000 in reportable compensation from the
organizaton » 14
Yes | No
3 Did the organization list any former officer, director or trustee, key employee, or highest compensated
employee on line 1a? If “Yes,” complete Schedule J for such individual . 3 X
4  For any individual listed on line 1a, 1s the sum of reportable compensation and other compensation from
the organization and related organizations greater than $150,000? if “Yes,” complete Schedule J for such
individual . . ) . . 4 1 X
5 Did any person listed on line 1a receive or accrue compensation from any unrelated organization for
services rendered to the organization? If “Yes,” complete Schedule J for such person 5 X
Section B. Independent Contractors
1  Complete this table for your five highest compensated independent contractors that received more than $100,000 of
compensation from the organization
(A) (B) (©)
Name and business address Descnption of services Compensation
B & D Consulting, LLC P O Bgx 664091
Indianapolis IN 46266 Government 182,070
Ernst & Young LLP P.O. Box 96550, Bank of America
Chicago IL 60693 Audit 158,423
2  Total number of independent contractors (including those in 1) who received more than $100,000 in
compensation from the organization p> 2

DAA

Form 990 (2008)
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Form 990 (2008) Spectrum Health System 38-3382353 Page 9
Part Vil Statement of Revenue
(A) (B) (c) (D)
. Total revenue Related or Unrelated Revenue
‘ busiess excluded rom tox
revenue 512,513, 0or 514
igg 1a Federated campaigns 1a
gg b Membership dues 1b
gé ¢ Fundraising events 1c
‘%8| d Related organizations 1d
Q—E e Government grants (contnbutions) 1e
-.Q,g f Allother contnbutions, grfts, grants,
3% and similar amounts not included above 1
Lg-'g g Noncash contnbutions included in fmes 121t~ $
O% h Total. Add lines 1a—1f >
g Busn. Code
§ 2a  Management fee revenue 11,458,558 11,458,558
o b
8l ¢
5| d
(2]
2 f All other program service revenue
a q Total. Add lines 2a-2f > 11,458,558
3 Investment iIncome (including dividends, interest, and
other similar amounts) > 27,496 27,496
4 Income from investment of tax-exempt bond proceeds P
5 Royalties »
(1) Real (u) Personal
6a Gross Rents
b Less rental exps
C Rentalinc or (loss)
d Net rental income or (loss) . >
7a  Gross amount from (1) Secunties (u) Other
sales of assets
other than inventory
b Less cost or other
basis & sales exps
c Gain or (loss)
d Netgain or (loss) >
8a Gross income from fundraising events
é’ (notincluding $
o of contnbutions reported on line 1c).
2 See Part IV, ling 18 . a
E b Less: direct expenses b
5 ¢ Net income or (loss) from fundraising events >
9a Gross income from gaming activites
SeePart iV, ine 19 a
b Less: direct expenses _ b
¢ Netincome or (loss) from gaming activites |
10a Gross sales of inventory, less
returns and allowances a
b Less cost of goods sold b
¢_Net income or (loss) from sales of inventory >
Miscellaneous Revenue Busn. Code
11a Miscellaneous Income 4,279,849 4,279,849
b
c .
d Al other revenue
e Total. Add Iines 11a-11d | 4 4,279,849
12 Total Revenue. Add Iines 1h, 2g, 3, 4, 5, 6d, 7d, 8c,
9¢, 10c, and 11e » 15,765,903 15,738,407 27,496

DAA

Form 990 (2008)
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Page 10
Part IX  Statement of Functional Expenses
Section 501(c)(3) and 501(c)(4) organizations must complete all columns.
Alt other organizations must complete column (A) but are not required to complete columns (B), (C), and (D).
Do not include amounts reported on lines 6b, Total e(:p)enses Progral('nalemce Managég)ent and Fund(g?smg
7b, 8b, 9b, and 10b of Part VIII. expenses general expenses expenses
1 Grants and other assistance to governments and
organizations Inthe U S See Part 1V, line 21
2 Grants and other assistance to individuals In
the US See PartIV,line 22
3 Grants and other assistance to governments,
organizations, and individuals outside the
U.S. See Part IV, lines 15 and 16
4 Benefits paid to or for members
5§ Compensation of current officers, directors,
trustees, and key employees 2,663,358 2,663,358
6 Compensation not included above, to disqualified
persons (as defined under section 4958(f)(1)) and
persons described in section 4958(c)(3)(B)
7 Other salanies and wages 5,326,398 5,326,398
8 Pension plan contnbutions (include section 401(k)
and section 403(b) employer contributions)
9 Other employee benefits 2,076,276 2,076,276
10 Payroli taxes .
11 Fees for services (non-employees):
a Management
b Legal 69,033 69,033
¢ Accounting
d Lobbying 230,138 230,138
e Professional fundraising services See Part IV, line 17
f Investment management fees
g Other 427,208 427,208
12 Advertising and promotion 14,122 14,122
13 Office expenses 59,973 59,973
14 Information technology 11,486 11,486
15 Royaltes
16 Occupancy 402,385 402,385
17 Travel . o 243,175 243,175
18 Payments of travel or entertainment expenses
for any federal, state, or local public officials
19 Conferences, conventions, and meetings
20 Interest 57,930 57,930
21 Payments to affilates .
22 Depreciation, depletion, and amortization 114,842 114,842
23 Insurance
24 Other expenses. ltemize expenses not
covered above (Expenses grouped together
and labeled miscellaneous may not exceed
5% of total expenses shown on line 25 below.)
a MSU Medical School Mbrshp 7,507,775 7,507,775
b = Miscellaneous 400,691 400,691
c .
d
e -
f All other expenses
25 Total functional expenses.Add lines 1 through 24 19,604,790 19,535,757 69,033
26 Joint Costs. Check here D> if following
SOP 98-2. Complete this line only if the
organization reported in column (B) joint costs
from a combined educational campaign and
fundraising solicitation
DAA Form 990 (2008)
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Part X Balance Sheet
(A) (B)
Beginning of year End of year
1 Cash—non-inferest beanng 1
2 Savings and temporary cash investments 2,994,117 2 7,226,457
3 Pledges and grants recevable, net 3
4 Accounts receivable, net . 4
5 Receivables from current and former officers, directors, trustees, key
employees, or other related parties Complete Part | of Schedule L 5
6 Receivables from other disqualified persons (as defined under section
4958(f)(1)) and persons described in section 4958(c)(3)(B). Complete
Part Il of Schedule L 6
@ | 7 Notes and loans receivable, net 58,339,572| « 48,339,572
3 8 Inventones for sale or use . 8
2 9 Prepaid expenses and deferred charges 247 ,535| ¢ 2,124,056
10a Land, buildings, and equipment’ cost basis 10a
b Less: accumulated depreciation Complete
Part VI of Schedule D 10b 10¢c
11 Investments—publicly traded secunties 634,645,755| 11 557,082,930
12 Investments—other secunties See Part IV, line 11 57,967,201 12 59,349,043
13 Investments—program-related. See Part IV, iine 11 13
14 Intangible assets 14
15 Other assets See Part IV, line 11 9,652,447| 15 11,786,869
16 Total ts. Add lines 1 through 15 (must equal line 34) 763,846,627 16 685,908,927
17  Accounts payable and accrued expenses 8,405,567 17 8,989,389
18 Grants payable 18
19 Deferred revenue 19
20 Tax-exempt bond habilities 20
_3 21 Escrow account habihty. Complete Part IV of Schedule D 21
§ 22 Payables to current and former officers, directors, trustees, key
ﬁ employees, highest compensated employees, and disqualified
3 persons Complete Part [l of Schedule L . . ~ 22
23 Secured mortgages and notes payable to unrelated third parties 24,500,000]| 23 14,500,000
24 Unsecured notes and loans payable o 24
25 Other habilites. Complete Part X of Schedule D _ 743,045,007 25 773,128,621
26  Total liabilities. Add lines 17 through 25 . 775,950,574] 26 796,618,010
g Organizations that follow SFAS 117, check here P @ and
g complete lines 27 through 29, and lines 33 and 34.
% 27 Unrestncted net assets o -12,103,947| 27| -110,709,083
m |28 Temporanly restricted net assets 28
B |29 Permanently restncted net assets ) o 29
it Organizations that do not follow SFAS 117, check here » |:l
3 and complete lines 30 through 34.
7] 30 Capital stock or trust principal, or current funds 30
3 31 Paid-in or capital surplus, or land, bullding, or equipment fund 31
2 32 Retained earnings, endowment, accumulated income, or other funds _ 32
% |33  Total net assets or fund balances -12,103,947]| 33| -110,709,083
< | 34 Total liabilties and net assets/fund balances 763,846,627 aa 685,908,927
Part X} Financial Statements and Reporting
Yes | No
1 Accounting method used to prepare the Form 990 [:] Cash |z| Accrual [:] Other
2a Were the organization's financial statements compiled or reviewed by an independent accountant? 2a X
b Were the organization's financial statements audited by an independent accountant? ) ) See Sch. 0 | 2b X
¢ If "Yes" to ines 2a or 2b, does the organization have a committee that assumes responsibility for oversight of
the audtt, review, or compilation of its financial statements and selection of an independent accountant? SEE SCH. O { 2c
3a As a result of a federal award, was the organization required to undergo an audit or auduts as set forth in
the Single Audit Act and OMB Circular A-133? 3a X
b If "Yes," did the organization undergo the required audit or audits? N/A 3b

DAA

Form 990 (2008)
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SCHEDULE A
(Form 990 or 990-EZ)

Public Charity Status and Public Support

nonexempt charitable trusts.

To be completed by all section 501(c)(3) organizations and section 4947(a)(1)

OMB No_1545-0047

2008

Department of the Treasury P> Attach to Form 990 or Form 990-EZ. » See separate instructions Open o Public

Internal Revenue Service . . Inspection

Name of the organization Employer identification number
Spectrum Health System 38-3382353

Part 1

Reason for Public Charity Status (All organizations must complete this part.) (see instructions)

The organization is not a private foundation because it i1s* (Please check only one organization.)

1 A church, convention of churches, or association of churches described in section 170(b)(1)(A)(i).
2 A school descnbed in section 170(b){1)(A)(ii). (Attach Schedule E )
3 A hospital or a cooperative hospital service organization described in section 170(b)(1)(A)iii). (Attach Schedule H.)
4 A medical research organization operated in conjunction with a hospital descnbed in section 170(b)(1)(A)(iii). Enter the hospital's name,
cty, and state
5 D An organization operated for the benefit of a college or university owned or operated by a governmental unit described in
section 170(b)(1)(A)(iv). (Complete Part II.)
6 H A federal, state, or local government or governmental unit descnbed in section 170(b)(1)(A)(v).
7 An organization that normally receives a substantial part of its support from a governmental unit or from the general public
described in section 170(b)(1)(A)(vi). (Complete Part Ii.)
8 B A community trust descnbed 1n section 170(b){1)(A){vi). (Complete Part I1.)
9 An organization that normally receives. (1) more than 33 1/3 % of its support from contnbutions, membership fees, and gross
receipts from activities related to its exempt functions—subject to certain exceptions, and (2) no more than 33 1/3 % of its
support from gross investment iIncome and unrelated business taxable income (less section 511 tax) from businesses
acquired by the organization after June 30, 1975 See section 509(a)(2). (Complete Part IIL.)
10 % An organization organized and operated exclusively to test for public safety. See section 509(a)(4). (see instructions)
11 An organization organized and operated exclusively for the benefit of, to perform the functions of, or to carry out the
purposes of one or more publicly supported organizations described in section 509(a)(1) or section 509(a)(2). See section
509(a)(3). Check the box that describes the type of supporting organization and complete lines 11e through 11h.
a D Type | b D Type Il c @ Type lll-Functionally Integrated d D Type I-Other
e |Z| By checking this box, | certify that the organization 1s not controlled directly or indirectly by one or more disqualified
persons other than foundation managers and other than one or more publicly supported organizations descnbed in section
509(a)( 1) or section 509(a)(2).
f If the organization received a written determination from the IRS that it 1s a Type I, Type Ii, or Type |l supporting
organization, check this box ) D
g Since August 17, 2006, has the organization accepted any gift or contnbution from any of the
following persons?
(i) A person who directly or indirectly controls, either alone or together with persons descnbed in (i) Yes | No
and () below, the governing body of the supported organization? 11a() X
(i) A family member of a person described in (1) above? 11g(ii) X
(iii} A 35% controlled entity of a person described in (i) or (n) above? ) 11g(iii) X
h Provide the foilowing information about the organizations the organization supports.
(i) Name of supported (ii) EIN (iii) Type of organization (iv) Is the organization { (v) Did you notify {v1) Is the {vii) Amount of
organization (descnbed on lines 1-9 in col (i) bsted in your | the organizationin |organization n col support
above or IRC section govemning document? col (i)ofyour  |(i) organized i the
(see instructions) ) support? us?
Yes No Yes No Yes No SEE PART 1V
Spectrum Health Hospitals
38-1360529 3 X X X 0
Spectrum Health Foundatign
38-2752328 7 X X X 0
Spectrum Hgalth Continuing Care
38-3242232 11b X X X 0
Spectrum Hgalth United
38-1358412 3 X X X 0
Reed City Hospital Corporation
38-2770076 3 X X X 0
Total

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990.

DAA

Schedule A (Form 990 or 990-EZ) 2008
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Schedule A (Form 990 or 990-E2) 2008 _Spectrum Health System 38-3382353 Page 2
Part H Support Schedule for Organizations Described in Sections 170(b)(1)(A)(iv) and 170(b)(1)(A)(vi)
(Complete only if you checked the box on line 5, 7, or 8 of Part |.) N/A
Section A. Public Support
Calendar year {or fiscal year beginning in)» (a) 2004 (b) 2005 (c) 2006 (d) 2007 (e) 2008 (f) Total
1 Gifts, grants, contnbutions, and
membership fees received (Do not
include any "unusual grants ")
2  Taxrevenues levied for the organization's
benefit and either pard to or expended on
its behalf
3 The value of services or facilihes
furnished by a governmenta! unit to the
organization without charge
4 Total. Add lines 1-3
§  The portion of fotal contnbutions by each
person (other than a governmental unit or
publicly supported organization) included
on hine 1 that exceeds 2% of the amount
shown on line 11, column (f)
6  Public support.Subtract ine 5 from line 4
Section B. Total Support
Calendar year (or fiscal year beginning in)» (a) 2004 (b) 2005 {c) 2006 (d) 2007 (e) 2008 (f) Total
7  Amounts from line 4
8  Gross income from interest, dividends,
payments received on securities loans,
rents, royalties and income from similar
sources . .
9  Netincome from unrelated business
activities, whether or not the business 1s
regularly carmed on
10  Other income. Do not include gain or
loss from the sale of capital assets
(Explain in Part {V.)
11 Total support. Add lines 7 through 10
12 Gross receipts from related activities, etc. (see mnstructions) . . l 12
13  Firstfive years. If the Form 990 is for the organization’s first, second, third, fourth, or fifth tax year as a section 501(c)(3)

organization, check this box and stop here

> []

Section C. Computation of Public Support ﬁercentage

14
15
16a

17a

18

Public support percentage for 2008 (line 6, column (f) divided by line 11, column (f)) . . . 14

%

Public support percentage from 2007 Schedule A, Part IV-A, line 26f 15

%

33 1/3 % support test—2008. If the organization did not check the box on line 13, and line 14 is 33 1/3 % or more, check this box
and stop here. The organization qualifies as a publicly supported orgamzation .

33 1/3 % support test—2007. if the organization did not check a box on line 13 or 16a, and ine 15 1s 33 1/3 % or more, check this
box and stop here. The organization qualifies as a publicly supported organization . . )
10%-facts-and-circumstances test—2008. If the organization did not check a box on line 13, 16a, or 16b, and line 14 1s 10% or
more, and If the organization meets the “facts-and-circumstances” test, check this box and stop here. Explain in Part IV how the
organization meets the “facts-and-circumstances” test. The organization qualifies as a publicly supported organization
10%-facts-and-circumstances test—2007. If the organization did not check a box on line 13, 16a, 16b, or 17a, and line 15 1s 10% or
more, and if the organization meets the “facts-and-circumstances” test, check this box and stop here. Explain in Part IV how the
organization meets the “facts-and-circumstances” test The organization qualifies as a publicly supported organization

Private foundation. If the organization did not check a box on line 13, 16a, 16b, 17a, or 17b, check this box and see instructions

» []
» [

» []

45

DAA

Schedule A (Form 990 or 990-EZ) 2008
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Schedule A (Form 930 or 990-E2) 2008 Spectrum Health System 38-3382353 Page 3

Part Il Support Schedule for Organizations Described in Section 509(a)(2)

(Complete only if you checked the box on line 9 of Part I.) N/A
Section A. Public Support
Calendar year (or fiscal year beginning in)» (a) 2004 (b) 2005 (c) 2006 (d) 2007 {e) 2008 (N Total
1  Gufts, grants, contnbutions, and

7a

c
8

membership fees received (Do not include
any "unusual grants ")

Gross receipts from admissions, merchandlse
sold or services performed, or facilities
furmished in any activity that 1s related to the
organization's tax-exempt purpose

Gross recelpts from activities that are not an
unrelated trade or business under section 513

Tax revenues levied for the organization's
benefit and either paid to or expended on
its behalf

The value of services or facllites
furnished by a governmental unit to the
organization without charge

Total. Add lines 1-5

Amounts included on lines 1,2, and 3
received from disquathfied persons

Amounts included on ines 2 and 3
received from other than disqualified
persons that exceed the greater of 1% of
the total of lines 9, 10c, 11, and 12 for
the year or $5,000

Addlnes 7aand 7b

Public support (Subtract ine 7c from
line6)

Section B. Total Support

Calendar year (or fiscal year beginning in}p»> (a) 2004 (b) 2005 (c) 2006 (d) 2007 (e) 2008 (f) Total

9
10a

11

12

13

14

Amounts from ne 6

Gross income from interest, dividends,

payments received on securities loans,
rents, royalties and income from similar
sources

Unrelated business taxable income (less
sechion 511 taxes) from businesses
acquired after June 30, 1975

Add lines 10a and 10b

Net income from unrelated business
activities not included in line 10b,
whether or not the business is regularly
camed on

Other income. Do not include gain or
loss from the sale of capital assets
(Explain in Part iV )

Total support. (Add lines 9, 10¢c, 11,
and 12)

First five years If the Form 990 1s for the organization's first, second, third, fourth, or fifth tax year as a section 501(c)(3)
organization, check this box and stop here . i . . > D

Section C. Computation of Public Support Percentage

15
16

Public support percentage for 2008 (line 8, column (f) divided by line 13, column (f)) . 15 %
Public support percentage from 2007 Schedule A, Part IV-A, line 279 16 %

Section D. Computation of Investment Income Percentage

17
18
19a

20

Investment income percentage for 2008 (line 10c, column (f) divided by line 13, column (f)) . 17 %

Investment income percentage from 2007 Schedule A, Part {V-A, line 27h 18 %

33 1/3 % support tests—2008. If the organization did not check the box on line 14, and line 15 is more than 33 1/3 %, and line

17 1s not more than 33 1/3 %, check this box and stop here. The organization qualifies as a publicly supported organization . [ D
33 1/3 % support tests—2007. If the organization did not check a box on line 14 or line 19a, and line 16 1s more than 33 1/3%, and

line 18 1s not more than 33 1/3 %, check this box and stop here. The organization qualifies as a publicly supported organization . > H
Private foundation. If the organization did not check a box on line 14, 19a or 19b, check this box and see instructions >

DAA

Schedule A (Form 990 or 990-EZ) 2008
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Schedule A (Form 990 or 990-E7) 2008 Spectrum Health System 38-3382353
Part IV Supplemental Information. Complete this part to provide the explanation required by Part I, line 10;
Part Il, line 17a or 17b; or Part 1, line 12. Provide any other additional information. (see instructions)

Page 4

Supplemental Information
~ Spectrum Health System is the parent organization and supporting
organization to the health system. The purposes of this organization, as

defined in the Articles of Incorporation, are as follows:

_ Purposes

~2.1. The purposes for which the corporation is organized are to operate for

~the benefit of, to perform the functions of and to carry out all of the

_purposes of Spectrum Health Hospitals; Spectrum Health Foundation,

_ Spectrum Health Continuing Care, Spectrum Health United, Reed City Hospital
Coration, and such other organizations(the '"Supported Organizations") which

~are, from time to time, controlled by the corporation and described in
Section 501 (c) (3) and either Section 509(a) (1) or Section 509(a) (2) of the

~Internal Revenue Code of 1986, or comparable provisions of subsequent

~legislation (the "Code"), and, in furtherance of such purposes:

~2.1.1. To formulate and implement policies and programs designed to enable
~and/or cause the Supported Organizations to function as a coordinated
health care delivery system (the "System"), to provide direction and

~management to that System, and to act and/or make decisions for the benefit

~of such System.

~2.1.2. To establish and maintain, either directly, through subsidiary
_organizations or in cooperation with other organizations, such facilities
and services for the care of persons suffering from illness, injury or

~disability, the elderly and the indigent and for the preservation of health

Schedule A (Form 990 or 990-EZ) 2008
DAA




SHHPAR 11/30/2009 10 45 AM

Schedule A (Form 990 or 990-E2) 2008 Spectrum Health System 38-3382353
Part IV Supplemental Information. Complete this part to provide the explanation required by Part Il, line 10;
Part li, line 17a or 17b; or Part 111, line 12. Provide any other additional information. (see instructions)

Page 4

as the Board of Directors may determine, including, without limitation:

©2.1.2.1. Hospitals for the inpatient or outpatient care of persons
~suffering from illness, injury and disability, for the prevention of

~illness, injury and disability and for the maintenance of health.

2.1.2.2. Facilities providing ambulatory care, nursing care, rehabilitation

) and other services.

. 2.1.2.3. Other activities and programs designed and carried on to promote

~ the general health of the community.

~2.1.3. To promote and carry on such scientific research as the Board of
~Directors may determine with respect to the cause, treatment and prevention

~of illness and injury, the improvement of public health and other matters.

2.1.4. To participate in and to carry on such activities as the Board of

Directors may determine for the education of physicians, nurses, other

professional and paraprofessional personnel and the public about rendering
~care to the sick, injured and disabled, about prevention of illness and

injury and about the promotion of health.

2.1.5. To conduct activities, either directly, through related or

~ subsidiary organizations or in cooperation with organizations exempt from
tax under Section 501 (c) (3) of the Code or comparable provisions of

~ subsequent legislation in order to raise funds to further the purposes of

~ the corporation, subject, however, to all limitations on the nature or

Schedule A (Form 990 or 990-EZ) 2008
DAA
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Schedule A (Form 990 or 990-EZ) 2008 Spectrum Health System 38-3382353
Part IV Supplemental Information. Complete this part to provide the explanation required by Part Il, line 10;
Part I, line 17a or 17b; or Part 111, line 12. Provide any other additional information. (see instructions)

Page 4

extent .of such activities applicable, from time to time, to organizations

described in Sections 501 (c) (3) and 509 (a) (3) of the Code.

2.1.6. To acquire, to own, to dispose of and to deal with real and personal
_property and interests therein and to apply gifts, grants, bequests and
devises and the proceeds thereof in furtherance of the purposes of the

corporation.

. 2.1.7. To deal with and distribute the corporation's income and assets in_

~ such manner as in the judgment of the Board of Directors will best promote
_its objectives and purposes, without limitation except such, if any, as may
~be contained in instruments under which such property is conveyed to the

~ corporation.

~2.1.8. To do such things and to perform such acts to accomplish its
_purposes as are permitted by Sections 501 (c) (3) and 509(a) (3) of the Code,
with all the powers conferred on nonprofit corporations by the laws of the

State of Michigan.

Schedule A (Form 990 or 990-EZ) 2008
DAA
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SCHEDULE C Political Campaign and Lobbying Activities OMB No_1545-0047
(Form 990 or 990-EZ) 20

For Organizations Exempt From Income Tax Under section 501(c) and section 527 O 8
Department of the Treasury P To be completed by organizations described below. Open to Public
Intemal Revenue Service p Attach to Form 990 or Form 980-EZ. !nsegctian

If the organization answered “Yes,” to Form 990, Part IV, line 3, or Form 990-EZ, Part Vi, line 46 (Political Campaign Activities), then
* Section 501(c)(3) organizations: Complete Parts I-A and B Do not complete Part I-C
¢ Section 501(c) (other than section 501(c)(3)) organizations Complete Parts I-A and C below Do not complete Part I-B.
* Section 527 organizations: Complete Part I-A only.

If the organization answered “Yes,” to Form 990, Part IV, line 4, or Form 990-EZ, Part VI, line 47 (Lobbying Activities), then
¢ Section 501(c)(3) organizations that have filed Form 5768 (election under section 501(h)): Complete Part li-A. Do not complete Part (I-B
* Section 501(c)(3) organizations that have NOT filed Form 5768 (election under section 501(h)): Complete Part II-B. Do not complete Part lI-A

If the organization answered “Yes,” to Form 990, Part IV, line 5 (Proxy Tax), then
* Section 501(c)(4). (5), or (6) organizations: Complete Part IIl.

Name of organization Employer identification number
Spectrum Health System 38-3382353
Part1-A  To be completed by all organizations exempt under section 501(c) and section 527 organizations.
See the instructions for Schedule C for details. N/A
1 Provide a description of the organization’s direct and indirect political campaign activities in Part IV.
2 Political expenditures ) . . »s _ _ _ _ _ _ _
3 Volunteer hours

Parti-B  To be completed by all organizations exempt under section 501(c)(3).

See the instructions for Schedule C for details. N/Aa
1 Enter the amount of any excise tax incurred by the organization under section 4955 s _ —_— — _
2 Enter the amount of any excise tax incurred by organization managers under section 4955 . »s _ _ -
3 If the orgamization incurred a section 4955 tax, did it file Form 4720 for this year? Yes No
4a  Was a correction made? Yes No
b If “Yes,” descnbe in Part IV.
Part1-C  To be completed by all organizations exempt under section 501(c), except section 501(c)(3).
See the instructions for Schedule C for details. N/A
1 Enter the amount directly expended by the filing organization for section 527 exempt function
activities . . »s_ _ _ _ _ _ _
2 Enter the amount of the filng organization’s funds contributed to other organizations for section
527 exempt function activities ) »s _ _ _ _ _ _ _
3 Tota! of direct and indirect exempt function expenditures. Add lines 1 and 2 and enter here and
on Form 1120-POL, lme 17b . »s_ _ _ _ _ _ _
4 D the filing organization file Form 1120-POL for this year? . Yes No
§ State the names, addresses and employer identification number (EIN) of all section 527 political organizations to which payments
were made. Enter the amount paid and indicate if the amount was paid from the filing organization's funds or were political
contnbutions received and promptly and directly delivered to a separate political organization, such as a separate segregated fund
or a political acton committee (PAC) If additional space is needed, provide information in Part V.
(a) Name (b) Address (c) EIN (d) Amount paid from (e) Amount of pohitical
filng organization’s contnbutions recewved and
funds If none, enter -0- promptly and directly

delvered to a separate
political organization If
none, enter -0

paa For Privacy Act and Paperwork Reduction Act Notice, see the instructions for Form 990. Schedule C (Form 990 or 990-EZ) 2008
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Schedule C (Form 990 or 990-E2)2008 _ Spectrum Health System 38-3382353
Part kA To be completed by organizations exempt under section 501(c)(3) that filed Form 5768
election under section 501(h)). See the instructions for Schedule C faor details. N/A
A Check » if the filing organization belongs to an affiliated group.
B Check » ] if the filing organization checked box A and “limited control” provisions apply.
Limits on Lobbying Expenditures (a) Fiing (b) Affitated
(The term “expenditures’” means amounts paid or incurred.) organization’s totals group totals
1a Total lobbying expenditures to influence public opinion (grass roots lobbying)

Page 2

Total lobbying expenditures to influence a legislative body (direct lobbying)
Total lobbying expenditures (add Iines 1a and 1b)

Other exempt purpose expenditures .

Total exempt purpose expenditures (add lines 1c and 1d)

Lobbying nontaxable amount Enter the amount from the following table in both
columns.

-0 o 6o U

If the amount on line 1e, column (a} or (b) is: The lobbying nontaxable amount is:

Not over $500,000 20% of the amount on line 1e

Over $500,000 but not over $1,000,000 $100,000 plus 15% of the excess over $500,000
Qver $1,000,000 but not over $1,500,000 $175,000 plus 10% of the excess over $1,000,000
QOver $1,500,000 but not over $17,000,000 $225,000 plus 5% of the excess over $1,500,000
Over $17,000,000 $1,000,000.

g Grassroots nontaxable amount (enter 25% of line 1f)

h Subtract ine 1g from line 1a. Enter -0- if line g is more than line a

Subtract hne 1f from tine 1c. Enter -0- if line fis more than line c .
j If there s an amount other than zero on either line 1h or line 11, did the organization file Form 4720 reporting

sechion 4911 tax for this year? . . D Yes D No

4-Year Averaging Period Under Section 501(h)
(Some organizations that made a section 501(h) election do not have to complete all of the five
columns below. See the instructions for lines 2a through 2f of the instructions.)

Lobbying Expenditures During 4-Year Averaging Period

Calendar year (or fiscal year
beginning in) (a) 2005 (b) 2006 (c) 2007 (d) 2008 (e) Total

2a Lobbying non-taxable amount

b Lobbying ceiling amount
(150% of ine 2a, column(e))

¢ Total lobbying expenditures

d Grassroots non-taxable amount

e Grassroots ceiling amount
(150% of ine 2d, column (e))

f Grassroots lobbying expenditures

Schedule C (Form 990 or 990-EZ) 2008

DAA




SHHPAR 11/30/2009 10 45 AM

Schedule C (Form 990 or 990-E2) 2008 Spectrum Health System 38-3382353

Page 3

Part I8

To be completed by organizations exempt under section 501(c)(3) that have NOT filed Form
5768ilect|on under section 501(h)). See the instructions for Schedule C for details.

(a)

(b)

Yes | No

Amount

1 Durnng the year, did the filing organization attempt to influence foreign, national, state or local
legislation, including any attempt to influence public opinion on a legislative matter or
referendum, through the use of

Volunteers?

Pad staff or management (include compensation in expenses reported on lines 1¢ through 11)?

i

Media advertisements?

Mailings to members, legislators, or the pubhic?

37

Pubiications, or published or broadcast statements?

Grants to other organizations for fobbying purposes?

Direct contact with legislators, therr staffs, government ofﬁcaals or a legislative body?

181,016

TR 0 QO T O

Rallies, demonstrations, seminars, conventions, speeches, lectures, or any other means?

i Other activities? If “Yes,” describe in Part [V

j Totallines 1c through 1i )
2a Did the activittes in line 1 cause the organization to be not descnbed in section 501(c)(3)?

TR e

181,053

b If “Yes,” enter the amount of any tax incurred under section 4912 )
c If “Yes,” enter the amount of any tax incurred by organization managers under section 4912
d [f the filing organization incurred a section 4912 tax, did 1t file Form 4720 for this year?

X

Part A To be completed by all organizations exempt under section 501(c)(4), section 501(c)(5), or

section 501(c)(6). See the instructions for Schedule C for details.

N/A

1 Were substantally all (90% or more) dues received nondeductible by members?
2 Dud the organization make only in-house lobbying expenditures of $2,000 or less?
3 Did the organization agree to carryover lobbying and political expenditures from the pnor year"

Yes | No

Part ikB  To be completed by all organizations exempt under section 501(c)(4), section 501(c)(5), or
section 501(c)(6) if BOTH Part lll-A, questions 1 and 2 are answered “No” OR if Part llI-A,

question 3 is answered “Yes.” See Schedule C instructions for details.

N/A

1 Dues, assessments and similar amounts from members
2 Section 162(e) non-deductible lobbying and political expenditures (do not include amounts of
political expenses for which the section 527(f) tax was paid).
a Current year
b Carryover from last year
¢ Total L .
3 Aggregate amount reported in section 6033(e)(1)(A) notices of nondeductible section 162(e) dues
4 If notices were sent and the amount on line 2c exceeds the amount on line 3, what portion of the
excess does the organization agree to carryover to the reasonable estimate of nondeductible lobbying
and political expenditure next year?
Taxable amount of lobbying and political expenditures (line 2c total minus 3 and 4)

2a

2b

2c

Part v Supplemental Information

Complete this part to provide the descriptions required for Part I-A, ine 1, Part I-B, line 4, Part I-C, ine 5, and Part II-B, line 1i
Also, complete this part for any additional information

Schedule C, Part II-B, Line 1

Spectrum Health System employed as paid management a General Counsel and

director of government affairs, who is chiefly responsible for Government

Affairs activities. Other executive staff were engaged on a very limited

~basis for lobbying purposes. Spectrum Health System retained federal and

state level multi-client lobby firms. The function of their respective

DAA Schedule C (Form 990 or 990-EZ) 2008
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Schedule C (Form 990 or 990-E2)2008 Spectrum Health System 38-3382353 Page 4
Part IV Supplemental Information (continued)

duties invelved direct contact with legislators, their staffs, government
officiéla, or a legislative body on numerous legislative and regulatory
issues of interest to Spectrum Health. Spectrum Health System also
purchased a subscription to utilize a grassroots database used to educate
and engage staff and community individuals on issues of interest to
Spectrum Health System and to coordinate grassroots communications with

legislators.

Direct contact with qualifying individuals, included sending letters,
publications, making phone calls or meeting with government officials,

their staff or legislators.

Schedule C (Form 990 or 990-EZ) 2008
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SCHEDULED . . OMB No. 1545-0047
(Form 990) Supplemental Financial Statements 2 008
Department of the Treasury . p Attach to Form 990. To be completed by organizations that Open 6 PUBIc
Internal Revenue Service answered “Yes,” to Form 990, Part IV, line 6, 7, 8, 9, 10, 11, or 12. Inspection
Name of the orga‘nization Employer identification number

Spectrum Health System 38-3382353

Part { Organizations Maintaining Donor Advised Funds or Other Similar Funds or Accounts. Complete if

the organization answered “Yes” to Form 990, Part IV, line 6.
(a) Donor advised funds (b) Funds and other accounts

1 Total number at end of year .

2 Aggregate contributions to (during year)

3 Aggregate grants from (during year)

4 Aggregate value at end of year

§ Did the organization inform all donors and donor advisors in wniting that the assets held in donor advised

funds are the organization’s property, subject to the organization's exclusive legal control? D Yes D No
6 Did the organization inform all grantees, donors, and donor advisors in wniting that grant funds may be
used only for charitable purposes and not for the benefit of the donor or donor advisor or other
impermissible private benefit? X . . . . D Yes D No
Part i1 Conservation Easements. Complete if the organization answered “Yes” to Form 990, Part |V, line 7.
1 Purpose(s) of conservation easements held by the organization (check all that apply)
Preservation of land for public use (e.g., recreation or pleasure) Preservation of an historically important land area
Protection of natural habitat Preservation of certified historic structure
Preservation of open space

2 Complete lines 2a-2d if the organization held a qualified conservation contnbution in the form of a conservation easement
on the last day of the tax year.

Held at the End of the Year
a Total number of conservation easements . . 2a
b Total acreage restricted by conservation easements . . . 2b
¢ Number of conservation easements on a certified histonc structure included in (a) 2c
d Number of conservation easements included in (c) acquired after 8/17/06 2d

3 Number of conservation easements modified, transferred, released, extinguished, or terminated by the organization dunng
the taxable year P __

4 Number of states where property subject to conservation easement i1s located | J o
5 Does the organization have a wntten policy regarding the perniodic monitoning, inspection, violations, and
enforcement of the conservation easements it holds? . . D Yes D No

6 Staff or volunteer hours devoted to monitoring, inspecting, and enforcing easements during the year > _
7 Amount of expenses incurred in monitonng, inspecting, and enforcing easements during the year P $
8 Does each conservation easement reported on line 2(d) above satisfy the requirements of section

170(h)(4)(B)(1) and section 170(h)(4)(B)(:i)? D Yes D No
9 |n Part XIV, descnbe how the organization reports conservation easements n its revenue and expense statement, and

balance sheet, and include, if applicable, the text of the footnote to the organization's financial statements that describes

the organization's accounting for conservation easements

Part it Organizations Maintaining Collections of Art, Historical Treasures, or Other Similar Assets.
Complete if the organization answered “Yes” to Form 990, Part IV, line 8.

1a If the organization elected, as permitted under SFAS 116, not to report in its revenue statement and balance sheet works of
art, histoncal treasures, or other similar assets held for public exhibition, education, or research in furtherance of public service,
provide, in Part XIV, the text of the footnote to its financial statements that describes these tems.

b If the organization elected, as permitted under SFAS 116, to report in its revenue statement and balance sheet works of art,
historical treasures, or other similar assets held for public exhibitton, education, or research in furtherance of public service,
provide the following amounts relating to these items.

(i) Revenues included in Form 890, Part VI, line 1 . . . »s_ _ _ _ _ _ _
(iij) Assets included in Form 990, Part X . ) ) ) > 3
2 |f the organization received or held works of art, historical treasures, or other similar assets for financial gain, provide the
following amounts required to be reported under SFAS 116 relating to these items*
a Revenues included in Form 990, Part Vill, line 1 o ) ) > 3
> 3

b Assets included in Form 990, Part X

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990. Schedule D (Form 990) 2008
DAA
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Schedule D (Form 990)2008  Spectrum Health System 38-3382353 Page 2
Part lfl _ Organizations Maintaining Collections of Art, Historical Treasures, or Other Similar Assets _(continued)

3 Using the organization’s accession and other records, check any of the following that are a significant use of its collection
items (check all that apply)’

a Public exhibition d H Loan or exchange programs
b Schofarly research e Oter _ __ __ _ _ _ _ _ _ _ _ _ _ _
c Preservation for future generations

4 Provide a descnption of the organization’s collections and explain how they further the organization's exempt purpose in
Part XIV.

5 During the year, did the organization solicit or recetve donations of art, historical treasures, or other similar
assets to be sold to raise funds rather than to be maintained as part of the organization’s collection? D Yes El No
Part IV Trust, Escrow and Custodial Arrangements. Complete if organization answered “Yes” to Form 990,
Part IV, line 9, or reported an amount on Form 990, Part X, line 21.
1a [s the organization an agent, trustee, custodian or other intermediary for contnbutions or other assets not
included on Form 990, PartX? . . ves [ no
b If “Yes,” explain the arrangement in Part XIV and complete the following table.

Amount

Beginning balance . . 1c
Additions during the year . . . .. id
Distributions during the year . . . 1e
Ending balance i . i 1f
2a Did the organization include an amount on Form 990, Part X, line 217 D Yes D No
b _If “Yes,” explain the arrangement in Part XiV.
Part V Endowment Funds. Complete if organization answered “Yes"” to Form 990, Part IV, line 10.
(a) Current year (b) Prior year (c) Two years back | (d) Three years back | (e) Four years back

- 0 a O

1a Beginning of year balance
Contnbutions
Investment earmings or losses
Grants or scholarships
Other expenditures for facilities
and programs
Administrative expenses

g End of year balance
2 Provide the estimated percentage of the year end balance held as*
Board designated or quasi-endowment » _ %
Permanent endowment P __ _%

¢ Termendowment »_ %
3a Are there endowment funds not in the possession of the organization that are held and administered for the
organization by: Yes | No
(i) unrelated organizations . 3a(i)
(ii) related organizations . 3a(ii)
b If “Yes" to 3a(i), are the related organizations hsted as required on Schedule R? . . 3b
4 _Descnbe in Part XIV the intended uses of the organization's endowment funds.
Part VI Investments—Land, Buildings, and Equipment. See Form 990, Part X, line 10.
Description of investment (a) Cost or other basis {b) Cost or other (c) Depreciation (d) Book value
(investment) basis (other)

o a0 T

-

)

1a Land

b Buildings ]

¢ Leasehold improvements

d Equipment

e Other R
Total. Add lines 1a-1e (Column (d) shoutd equal Form 990, Part X, column (B), ine 10(c} ) . . . T

Schedule D (Form 990) 2008
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Schedule D (Form 990)2008  Spectrum Health System

38-3382353

Page 3

Part ViIE  Investments—Other Securities. See Form 990

Part X, line 12.

(a) Descnption of security or category
(including name of secunty)

(b) Book value

(c) Method of valuation
Cost or end-of-year market value

Financial denvatives and other financial products

Closely-held equity interests

Oter _ Investment in affiliates 44,723,318 Cost
_MI Professional Insurance Exchange _ 13,489,215| Cost
_Investment - MVP Fitness _ _ _ _ _ _ 1,136,510] Cost
Total. (Column (b) should equal Form 990, Part X, col. (B) line 12.) > 59,349,043

Part VI Investments—Program Related. See Form 990, Part X, line 13.

(a) Descnption of investment type

(b) Book value

(c) Method of valuation
Cost or end-of-year market value

Total. (Column (b) should equal Form 990, Part X, col. (B) ne 13.) >

Part IX Other Assets. See Form 990, Part X, line 15.

(a) Descnption

(b) Book value

Total. (Column (b) should equal Form 990, Part X, col. (B) line 15 ) »

Part X Other Liabilities. See Form 990, Part X, line 25.

(a) Descnption of liability (b) Amount

Federal income taxes

Due to affiliates 694,746,241

Swap Market Value 46,911,599

Insurance 22,454,006

Other liabilities 9,016,775
Total. (Column (b) should equal Form 990, Part X, col. (B) iine 25 ) > 773,128,621
In Part XIV, provide the text of the footnote to the organization's financial statements that reports the organization’s liability for
uncertain tax posttions under FIN 48. N/A - See Form 990, Part IV, Line 12

Schedule D (Form 990) 2008
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Schedule D (Form 990)2008  Spectrum Health System 38-3382353 Page 4
Part Xt Reconciliation of Change in Net Assets from Form 990 to Financial Statements
1 Total revenue (Form 990, Part VIII, column (A), line 12) 1
2 Total expenses (Form 990, Part IX, ;:olumn (A), line 25) 2
3 Excess or,(deficit) for the year Subtract line 2 from line 1 3
4 Net unrealized gains (losses) on investments 4
5 Donated services and use of facilittes 5
6 Investment expenses 6
7 Prior penod adjustments 7
8 Other (Describe in Part XIV) 8
9 Total adustments (net). Add lines 4-8 9
10 Excess or (deficit) for the year per financial statements Combine lines 3 and 9 . 10
Part X Reconciliation of Revenue per Audited Financial Statements With Revenue per Return
1 Total revenue, gains, and other support per audited financial statements 1
2 Amounts included on hne 1 but not on Form 990, Part VIlI, fine 12:
a Net unrealized gains on investments . 2a
b Donated services and use of facilities . . 2b
¢ Recovenes of pnor year grants 2c
d Other (Descnbe in Part XIV) 2d
e Add lines 2a through 2d 2e
3 Subtract ine 2e from ine 1 3
4 Amounts included on Form 990, Part VIII, ine 12, but not on ine 1:
a Investment expenses not included on Form 990, Part Vill, line 7b o 4a
b Other (Describe in Part XIV) . 4b
¢ Add lines 4a and 4b 4c
5 T(ia'lfrevenue. Add lines 3 and 4c¢. (This should equal Form 990, Part 1, line 12) 5
Part Xll Reconciliation of Expenses per Audited Financial Statements With Expenses per Return
1 Total expenses and losses per audited financial statements 1
2 Amounts included on line 1 but not on Form 990, Part iX, line 25
a Donated services and use of facilities . 2a
b Perior year adjustments . 2b
¢ Losses reported on Form 990, Part IX, line 25 2c
d Other (Descnbe in Part XIV) . 2d
e Add Iines 2a through 2d 2e
3  Subtract ine 2e from line 1 3
4 Amounts included on Form 990, Part IX, ine 25, but not on line 1:
a Investment expenses not included on Form 990, Part VIII, ine 7b . 4a
b Other (Descnbe in Part XIV) . . . 4b
¢ Add lines 4a and 4b . . . o 4c
5 _Total expenses. Add lines 3 and 4c. (This should equal Form 990, Part |, ine 18.) 5
Part XV Supplemental Information
Complete this part to provide the descniptions required for Part Il, ines 3, 5, and 9; Part tl}, ines 1a and 4; Part IV, lines 1b
and 2b, Part V, ine 4, Part X; Part X1, ine 8; Part XlI, hnes 2d and 4b, and Part X!Il, lines 2d and 4b.
Schedule D (Form 990) 2008
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Schedule D (Form 9%0) 2008  Spectrum Health System 38-3382353 Page 5

Part Xi¥  Supplementai Information (continued)

Schedule D (Form 990) 2008
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SCHEDULE J Compensation Information

(Form 990)

For certain Officers, Directors, Trustees, Key Employees, and Highest
Compensated Employees

OMB No. 1545-0047

2008

Department of the Treasury’ » Attach to Form 990. To be completed by organizations Opan To ljubﬁc
internal Revenue Service that answered “Yes” to Form 990, Part IV, line 23. Inspectivn
Name of the organization Employer identification number
Spectrum Health System 38-3382353
Pact § Questions Regarding Compensation
Yes | No
1a Check the appropnate box(es) if the organization provided any of the following to or for a person listed in Form
990, Part VI, Section A, line 1a. Complete Part lll to provide any relevant information regarding these items
First-class or charter travel Housing allowance or residence for personal use
Travel for companions Payments for business use of personal residence
Tax indemnification and gross-up payments Health or social club dues or initiation fees
Discretionary spending account Personal services (e g , maid, chauffeur, chef)
b If hne 1a1s checked, did the organization follow a written policy regarding payment or reimbursement or
provision of all of the expenses descnbed above? If “No,” complete Part [l to explain b | X
2 Did the organization require substantiation prior to reimbursing or allowing expenses incurred by al!
officers, directors, trustees, and the CEO/Executive Director, regarding the tems checked in line 1a? 2 X
3 Indicate which, if any, of the following the organization uses to establish the compensation of the
organization's CEO/Executive Director. Check all that apply.
Compensation committee Wntten employment contract
Independent compensation consultant Compensation survey or study
Form 990 of other organizations Approval by the board or compensation committee
4 During the year, did any person listed in Form 990, Part VI, Section A, line 1a
a Receive a severance payment or change of control payment? . 4a X
b Participate n, or receive payment from, a supplemental nonquatified retirement plan? ab | X
¢ Participate n, or receive payment from, an equity-based compensation arrangement? 4c X
If “Yes" to any of lines 4a—c, list the persons and provide the applicable amounts for each item in Part Ill
Only 501(c)(3) and 501(c)(4) organizations must complete lines 5-8.
§ For persons histed in Form 990, Part VI, Section A, line 1a, did the organization pay or accrue any
compensation contingent on the revenues of*
a The organization? sa | X
b Any related organization? sb | X
If “Yes” to line 5a or 5b, descnbe in Part i
6 For persons listed in Form 990, Part VI, Section A, line 1a, did the organization pay or accrue any
compensation contingent on the net eamings of:
a The organization? 6a | X
b Any related organization? 6b | X
If “Yes” to line 6a or 6b, descnbe in Part lIl.
7 For persons listed in Form 990, Part Vil, Section A, line 1a, did the organization provide any non-fixed
payments not described in ines 5 and 67 If “Yes," describe in Part Il _ . 7 X
8 Were any amounts reported in Form 990, Part VI, paid or accrued pursuant to a contract that was
subject to the inibial contract exception described in Regs section 53.4958-4(a)(3)? If “Yes,” describe
in Part Il 8 X

For Privacy Act and Paperwork Reduction Act Notlce, see the Instructions for Form 990.

DAA
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SCHEDULE L
(Form 990 or 990-EZ)

Department of the Treasury
Internal Revenue Service

Transactions With Interested Persons
P Attach to Form 990 or Form 990-EZ.
P To be completed by organizations that answered
“Yes” on Form 990, Part |V, line 25a, 25b, 26, 27, 28a, 28b, or 28c,
or Form 990-EZ, Part V, line 38a or 40b.

OMB No 1545-0047

2008

Name of the organization

Spectrum Health System

Open To Boblic
ins, L3
Employer identification number

38-3382353

Part i Excess Benefit Transactions (section 501(c)(3) and section 501(c)(4) organizations only)
To be completed by organizations that answered “Yes” on Form 990, Part IV, ine 25a or 25b, or Form 990-EZ, Part V, line 40b.
1 (a) Name of disqualified person {b) Descniption of transaction (c) Corrected?
Yes No
2 Enter the amount of tax imposed on the organization managers or disqualified persons during the year
under section 4958 >3
3 Enter the amount of tax, if any, on line 2, above, reimbursed by the organization | 2
Part 1 . Loans to and/or From Interested Persons.
To be completed by organizations that answered “Yes" on Form 990, Part IV, line 26, or Form 980-EZ, Part V, line 38a.
(a) Name of interested person and purpose (b) Loan to (c) Ongtnal (d) Balance due (e) In default?| (f) Approved | (g) Wntten
or from the principal amount by board or | agreement?
organization? committee?
To |From Yes | No |[Yes | No | Yes | No
Total >3
Part i Grants or Assistance Benefitting Interested Persons.
To be completed by organizations that answered “Yes” on Form 990, Part IV, line 27
{a) Name of interested person (b) Relationship between interested person and the (c) Amount of grant or type of
organization assistance
Partiv Business Transactions Involving Interested Persons.
To be completed by organizations that answered “Yes” on Form 990, Part IV, line 28a, 28b, or 28c.
(a) Name of interested person (b) Relationship between (c) Amount of (d) Descnption of transaction (eL'S:a""g
interested person and the transaction ;evem:gesv
organization Yes | No
Mr. Richard Breon See Sch. O See Sch. J Family X
Mr. Richard DevVos, Sr. See Sch. O 1,798,251| Business/Family X
Mr. Danny Gaydou See Sch. © 476,320| Business X
Mr. Earl Holton See Sch. O See Sch. Q Business X
Mr. Mark Murray See Sch. O See Sch. ( Business X
Ms. Elizabeth Nickels See Sch. O See Sch. @ Business X

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990.

D

2

Schedule L (Form 990 or 990-EZ) 2008
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SCHEDULE O Supplemental Information to Form 990

(Form 990) P Attach to Form 990. To be completed by organizations to provide

additional information for responses to specific questions for the

OMB No 1545-0047

2008

Department of the Treasury’ - L - - Open to Publi

|n?:r&:1ar|nRevenue Service Form 990 or to provide any additional information. ’ﬂsnectionu c

Name of the organization Employer identification number
Spectrum Health System 38-3382353

Form 990, Part V, Line 4b - Financial Accounts in Foreign Countries

Cayman Islands

Form 990, Part VI, Line 2 - Related Party Information Among Officers

Richard Breon ) Kenneth Fawcett, M.D.

Director Director

Brd overlap w/related co.

Richard Breon ) Robert Hooker
Directoxr ) Director

Brd overlap w/related co.

Kenneth Fawcett, M.D. Robert Hooker
Director Director

Brd overlap w/related co.

Form 990, Part VI, Line 6 - Classes of Members or Stockholders

The Taxpayer is organized on a non-stock directorship basis with no

members.

Form 990, Part VI, Line 7a - Election of Members and Their Rights

The board of directors of Taxpayer is self-perpetuating and appoints its

own members.

Form 990, Part VI, Line 7b - Decisions Subject to Approval of Members

For Privacy Act and Paperwork Reduction Act Notice, see the Instructions for Form 990.
DAA

Schedule O (Form 990) 2008
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Schedule O (Form 990) 2008 Page 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

The taxpayer is organized on a non-stock directorship basis with no

members .

. Form 990, Part VI, Line 10 - Organization's Process Used to Review Form 990
A copy of the Form 990 is provided to the Board of Directors prior to

filing. The review process for this Form 990 is as follows:

1. Preparation of the return is supervised and reviewed by the

Organization's Corporate Tax Manager.

2. A second review is performed by an external CPA firm with expertise in

tax-exempt return preparation.

3. The return is reviewed by the organization's finance and legal
departments (including the Vice President of Finance or Chief Financial

Officer) and shared with the members of the Board of Directors.

4. The organization's Vice President of Finance or Chief Financial Officer
reviews comments or questions received by members of the Board of
Directors, if any, to address or to incorporate, as appropriate, into the

_return prior to filing.

Form 990, Part VI, Line 12c - Enforcement of Conflicts Policy

BOARD OF DIRECTORS

1.Conflicts of interest must be disclosed, both via a disclosure form

_process as well as verbally at a board meeting prior to discussion of any

Schedule O (Form 990) 2008
DAA
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Schedule O (Form 990) 2008 Page 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

agenda.item with regard to which a board member has a conflict.

2.A person having a financial interest in a proposed transaction or
arrangement may make a presentation at a meeting of the Board of Directors
or committee considering that transaction or arrangement, but after that
presentation he or she shall leave the meeting during discussion and voting
on that proposed transaction or arrangement. The person having the
financial interest shall not be counted in determining whether a quorum is

present.

3.The chairperson of the Board of Directors or committee shall, if
appropriate, appoint a disinterested person or committee (including outside
advisors) to investigate alternatives to the proposed transaction or
arrangement, and to advise whether the proposed transaction or arrangement

is in Spectrum Health's best interest.

4.The Board of Directors or committee shall exercise due diligence to
determine whether Spectrum Health can, with reasonable efforts, obtain a
more advantageous transaction or arrangement that would not give rise to a

conflict of interest.

1.If a more advantageous transaction or arrangement is not reasonably
attainable under circumstances that would not give rise to a conflict of
interest, the Board of Directors or committee shall determine by a majority
vote of the disinterested directors and members whether the proposed
transaction or arrangement is in Spectrum Health's best interest and for

its own benefit and whether the transaction is fair and reasonable to

Schedule O (Form 990) 2008
DAA
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Schedule O {(Form 990) 2008 Page 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

Spectrum Health, and shall make its decision as to whether to enter into

the transaction or arrangement in conformity with such determination.

2.The minutes of the meetings of the Board of Directors and all Spectrum
Health committees shall set forth:

a) The names of the persons who disclosed a financial interest in a proposed
transaction or arrangement involving Spectrum Health or any of its
subsidiaries and the nature of the financial interest; and

b) The names of the persons who were present for discussions and votes
relating to such transaction or arrangement, including any discussion of
alternatives to the proposed transaction or arrangement, and a record of
any votes taken in connection with that matter. The votes of individual
~members need not be recorded unless otherwise directed by the Board of

Directors or committee
MANAGEMENT

1.Each member of the management team shall complete a Conflict of Interest
Disclosure Form upon acceptance of an employment offer and at any point

~ thereafter if a new potential conflict of interest has arisen. The conflict
of interest disclosure form should be fully completed and signed. If the
staff member discloses any potential conflict of interest, the form shall
be submitted immediately to the System's Organizational Integrity
Department. A copy of the completed form should be maintained in the staff

member's personnel file.

2 .Each member of the management team shall complete an electronic Conflict

Schedule O (Form 990) 2008
DAA
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Schedule O (Form 990) 2008 Page 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

of Interesé Disclosure Form on an annual basis. The conflict of interest
disclosure form should be completed and electronically signed within the
given timeframe. The System's Organizational Integrity Department will
manage the annual process and will maintain electronic copies of the

completed forms.

3.The System's Organizational Integrity Department shall review each form
that is submitted. Additional information will be gathered as needed.
Whether any items disclosed may be perceived as an actual or potential
conflict of interest will be reviewed. In addition, steps that can be taken

to reduce the risk of a conflict of interest will be identified.

4.If the System's Organizational Integrity Department believes that a
disclosure has been made that comprises an actual or perceived conflict of
: interest, the System Conflict of Interest Committee or members thereof will
i be consulted as needed. The staff member's Supervisor and/or Human
' Resources Generalist may be consulted as well. Reasonable steps should be
~ taken as needed to minimize the risk of a conflict of interest. A written
memo summarizing these steps should be sent to the staff member's

Supervisor and be maintained in the staff member's file.

Form 990, Part VI, Line 15a - Compensation Process for Top Official
Spectrum Health System

Process for Establishing Executive Compensation

The Spectrum Health Board of Directors (Executive Committee) uses the

following process for determining compensation of executives at all

Schedule O (Form 990) 2008
DAA
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Schedule O (Form 990) 2008

Page 2

Name of the organization

Spectrum Health System

Employer identification number

38-3382353

entities:

*Labor market data reflecting comparable organizations and jobs (prepared

by independent firms) are relied upon.

*Competitive assessment reports are provided in advance of Executive

Committee meetings.

The competitive assessment report is prepared by a

nationally known independent executive compensation firm and, for FY 2009

(7/1/08-6/30/09), was based on the following independent surveys of health

care executives at comparable health systems:

* Sullivan, Cotter and Associates, Inc.: 2008 Survey of Manager and

Executive Compensation in Hospitals and Health Systems

* Integrated Healthcare Strategies:

Compensation Survey

Compensation Survey

2008 Healthcare Executive

Mercer Human Resources Consulting: 2008 Integrated Health Networks

* Watson Wyatt Data Services: 2008/2009 Hospital and Healthcare

Management Compensation Report

*These sources are consistent with those used in last year's analysis.

*Compensation adjustments are approved by independent Executive Committee

members, consistent with the Spectrum Health compensation philosophy

DAA

Schedule O (Form 990) 2008
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Schedule O (Form 990) 2008 Page 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

described below.

*Minutes of Committee discussions and decisions are prepared to

_ memorialize Executive Committee decisions based upon the above data.

Cash compensation data relied upon by the Executive Committee are national

and reflect the compensation paid to executives in comparable jobs in

comparably-sized healthcare organizations. Spectrum Health recruits

nationally for its executives. Benefits data reflect national healthcare
. market practices. Geographic pay differential and cost of living data

indicate consistency with national data.

. This process is intended to assist Spectrum Health in qualifying for the
rebuttable presumption of reasonableness (Intermediate Sanctions
Regulations) and the Spectrum Health Excess Benefit Transaction Policy for
those individuals in the group who are disqualified persons*. The opinion
submitted from the third party independent consulting firm is in accordance
with the provisions of Treasury Regulations Section 53.4958-6(c) (2) and is

. also intended to satisfy the professional advice requirement of Treasury

Regulations Section 53.4958-1(d) (4) (iii).

Form 990, Part VI, Line 15b - Compensation Process for Officers

See explanation provided for Form 990, Part VI, Line 15a.

Form 990, Part XI, Line 2c - Change in Financial Review Process
See supplemental statement in Schedule O related to Form 990, Part IV, Line

12.

Schedule O (Form 990) 2008
DAA
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Schedule O (Form 990) 2008 Pase 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

Schedule L, Part IV - Business Transactions Involving Interested Persons

Name and Relationship Amount and Description Share Revenue
Mr. Timothy O'Donovan $ o
See Sch. O ) Business
Mr. Michael Freed $ . 0
See Sch. O Family

Schedule O - Additional Information

FORM 990, PART I, LINE 5 AND FORM 990, PART V, LINE 2a

Taxpayer may have indirect employees. Compensation for these employees are
paid by a related organization. BAn allocation of amounts paid for indirect

employees is pursuant to a management services contract and is included on

Lines 5-10 of Part IX.

FORM 990, PART IV, LINE 12 AND PART XI, LINE 2b

The organization's financial statements are audited annually by an
independent accounting firm. The "No" response to these questions relates
to the fact that the GAAP basis financial statements were prepared on a

consolidated basis and not on a stand alone basis.

_ FORM 990, PART VI, LINE 19
The organization's Articles of Incorporation have been provided to the
State of Michigan and are available to the public on the State's website.
The organization's Bylaws and internal policies are generally not made
available to the public. The overall system consolidated financial

statements are provided at www.spectrum-health.org in the section titled

Schedule O (Form 990) 2008
DAA
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Schedule O (Form 990) 2008

Name of the organization Employer identification number

Spectrum Health System 38-3382353

Page 2

"About.Us." Financial performance, is discussed at an annual public
meeting held by the parent organization and posted to

www . spectrum-health.org quarterly (under the section titled "About Us").

PART VI, SECTION A, LINE 2 FAMILY AND BUSINESS RELATIONSHIPS AND

SCHEDULE L, PART IV - BUSINESS TRANSACTIONS WITH INTERESTED PERSONS

Mr. Richard Breon, President and CEO, has a son that works for related
organization. Also, Mr. Breon has a business relationship with Dr. Fawcett
and Mr. Hooker through joint board memberships in entities affiliated with
Taxpayer.

Mr. Michael Freed, CFO, has two daughters who are employed by

Spectrum Health Hospitals, a related affiliate.

Mr. Richard DeVos, Sr., a member of Taxpayer's Board of Directors, has
immediate family members with a more than 35% ownership in Michigan

Street Development, LLC, which has leased medical and general use office
space to Spectrum Health Hospitals, a related affiliate. During fiscal year
2008, MSD, LLC was paid $1,798,251. Furthermore, MVP Sportplex GR, LLC,
another entity over 35% owned by family members of Mr. DeVos has entered
into business transactions with Spectrum Health Hospitals. 1In addition,
Mr. DeVos's sons, Mr. Daniel DeVos and Mr. Dick DeVos, serve on the Board
of Directors for related organizations. Lastly, family members of Mr.
DeVos also made charitable contributions to Spectrum Health Foundation, a

related organization, during the tax year.

Schedule O (Form 990) 2008
DAA




SHHPAR 11/30/2009 10 45 AM

Schedule O (Form 990) 2008 Page 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

Mr. Gaydou is an officer of a taxable entity that has a business
relationship with Taxpayer. Booth Newspapers, $476,320, all in advertising
sales. Also, Mr. Gaydou has a daughter and son-in-law that are employed
by Spectrum Health Hospitals, a related organization.
Mr. Holton is a board member for two taxable entities that have
business relationships with Taxpayer and certain of its affiliates.
_Mr. Murray is a member of the board of directors of a taxable entity
that provides utilities to the Taxpayer and certain of its affiliates.
_Ms. Nickels is a director of Spartan Stores, a taxable entity that
transacts business with Taxpayer and certain of its affiliates.
Mr. O'Donovan is a director of a taxable entity that purchases
health insurance from on of Taxpayer's affiliates.
Dr. Fawcett has a business relationship with Mr. Breon through joint
membership in a board of an entity affiliated with Taxpayer. In addition,
~Dr. Fawcett also services as chairman for the Priority Health's a related
organization, Pharmacy and Therapeutics Committee and receives $125 per
meeting. There are approximately six meetings annually.
Mr. Hoocker has a business relationship with Mr. Breon through joint
membership in a board of an entity affiliated with Taxpayer.

Through our annual conflict of interest and tax reporting processes,

Schedule O (Form 990) 2008
DAA
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Schedule O (Form 990) 2008 Page 2

Name of the organization Employer identification number

Spectrum Health System 38-3382353

certainnin&ividuals.listed in Schedule L have reported that they, or
companies they work for, have business or family relationships with the
reporting organization that exceed thresholds provided in the instructions
to the Form 990. If an amount is not listed in Schedule L, a statement is

provided above explaining the nature of the transaction(s).

FORM 990, PART VII

Consistent with prior years, the compensation reported for these
individuals is not for services in their capacity as members of the Board
of Directors but for services as employees of the organization or a

related organization.

Consistent with prior years, compensation and benefits are reported using
the most recent calendar year compensation data. The compensation

figures reported in these sections is for the year ended December 31, 2008.

Individuals with compensation reported in Part VII work a combined
average of 50 hours per week for the reporting organization and/or a

related tax-exempt organization.

SCHEDULE R - DIRECT CONTROLLING ENTITY
Michigan Association of Children's Hospitals is a newly formed inactive
organization. This entity hasn't yet applied for a federal employer

identification number.

The Form 990 limits this column to ten characters and therefore acronyms

~are used to define the controlling entity. These acronyms are defined as

Schedule O (Form 990) 2008
DAA




SHHPAR 11/30/2009 10 45 AM

Schedule O (Form 990) 2008

Page 2

Name of the organization

Spectrum Health System

Employer identification number

38-3382353

follows:

NA
PH
RCHC
SHCC
SHH
SHS

SHU

Not Applicable

Priority Health

Reed City Hospital Corporation
Spectrum Health Continuing Care
Spectrum Health Hospitals
Spectrum Health System

Spectrum Health United

DAA

Schedule O (Form 990) 2008
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SHHPAR 11/30/2009 10 45 AM

Other Notes and Loans Receivable

990 / 990-PF 2008

7/01/08  andendng 6/30/09

For calendar year 2008, or tax year beginning

Name Employer Identification Number

Spectrum Health System 38-3382353

Form 990, Part X,

Line 7 - Additional Information

Name of borrower Relationship to disqualified person
(1) Reed City Hospital Corporation Wholly owned tax-exempt subsidiary
(2) Spectrum Health United Wholly owned tax-exempt subsidiary
(3) Spectrum Health-Kent Community Campu | Wholly owned tax-exempt subsidiary
(4) Spectrum Health Kelsey Wholly owned tax-exempt subsidiary
(5 Priority Health Wholly owned tax-exempt subsidiary
6) Priority Health Wholly owned tax-exempt subsidiary
(N
(8)
9
(10)
Onginal amount Matunity Interest
borrowed Date of loan date Repayment terms rate
) 5,000,000 6/27/08 2/01/12 Mature/Renew 2012 1.170
(2). 3,500,000 6/27/08 2/01/12 Mature/Renew 2012 1.170
(3) 4,500,000 6/27/08 2/01/12 Mature/Renew 2012 1.170
(4 1,500,000 6/27/08 2/01/12 Mature/Renew 2012 1.170
(5) 33,839,572 12/27/06 N/A Interest annually 6.000
6) 10,000,000 6/20/08 2/01/12 Mature/Renew 2012 1.170
)
(8)
(9)
(10)

Secunty provided by borrower Purpose of loan

(1) Unsecured Operations
(2) Unsecured Operations
(3) Unsecured Operations
(4) Unsecured Operations
(5) Unsecured Surplus notes
6) Unsecured Operations

N

(8)

(9

(10)

Balance due at Balance due at Far market value
Consideration furnished by lender beginning of year end of year (990-PF only)
) 5,000,000 3,000,000
2) 3,500,000 0
@) 4,500,000 0
@) 1,500,000 1,500,000
5) 33,839,572 33,839,572
(6) 10,000,000 10,000,000
(1)
(8)
(9)
(10)
Totals 58,339,572 48,339,572




SHHPAR 11/30/2009 10 45 AM

Forms Mortgages and Other Notes Payable
990 / 990-PF 2008
For calendar year 2008, or tax year beginning 7/01/08 |, andending 6/30/09
Name Employer Identification Number

Spectrﬁm Health System

38-3382353

Form 990, Part X, Line 23 - Additional Information

Name of lender

Relationship to disqualified person

() National City Bank

Independent third party

(2)

(3)

(4)

(5)

(6)

(1

(8)

(9)

(10)

Onginal amount Matunty Interest
borrowed Date of loan date Repayment terms rate

a 24,500,000 6/27/08 2/01/12 Mature/Renew 2012 1.170
(2)

(3

(4)

(C))

(6)

0]

8

9

(10)

Secunty provided by borrower

Purpose of loan

(1) Unsecured

Line of credit

(2)

3

1G]

(5)

(6)

{7

(8)

(9)

(109)

Balance due at

Balance due at -

Consideration furnished by lender beginning of year end of year
1) 24,500,000 14,500,000
(2)
(3)
4
(5)
(6)
(7
(8
9
(10)
Totals 24,500,000 14,500,000




