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Chair/President’s Letter
Fall 2004
Dear Valued Colleague:
Through this 2003-2004 Annual Report, we offer our grantees and partners
A Clear View – of The California Endowment’s work as a grant-making
institution, as a philanthropic organization and as an advocate for better
health for all Californians.
During the last fiscal year ending Feb. 29, 2004, we awarded more than
1,200 grants and DCAs (Direct Charitable Activities) totaling $153 million.
This grant making reflects our two-pronged strategy: continued funding of
community-based health organizations and increased funding of policy and
advocacy programs that can drive meaningful and sustainable change.
Of course, the real litmus test of our grant making is the impact we have on
the lives of Californians, especially our richly diverse, but under-resourced
and underserved communities. We are actively engaged in developing
public-private partnerships that focus on specific health issues within these
communities. For example, the California-Mexico Health Initiative fosters
dialogue between government agencies and health organizations from both
countries to explore binational approaches to addressing the health needs
of migrant and agricultural workers and their families.
To support California’s overburdened health safety net, our Community
Clinics Initiative strengthens the infrastructure, leadership and advocacy
capacities of community clinics because these organizations play a vital
role in expanding access and providing critical care to underserved and
uninsured populations. And, through our Children’s Coverage Program,
we are also piloting local solutions to provide health coverage for
California’s 1 million children without insurance.
Other partnerships include our collaboration in March with the Robert
Wood Johnson Foundation for Cover the Uninsured Week, a national
campaign that focuses on the plight of the 44 million uninsured in
America and the 6.8 million in California. In June, our foundation
awarded $4 million to California State University, Fresno to create the
Central Valley Health Policy Institute, which will serve as the Central
Valley’s primary source of health policy information and will enable
local health and community leaders to advocate for long-term,
sustainable changes in the health status of Valley residents.
Last fall, we also announced a $20 million commitment to increase
enrollment, retention and utilization of health coverage and care for
low-income residents in Los Angeles County by opening the LA Health
Action program office.
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In addition to our grant making, The Endowment took an introspective
look at our work in communities by closely examining the results of our
2003 grantee and applicant satisfaction survey, which revealed solid
improvements over our first survey conducted two years earlier. Though
concerns remained about the length and complexity of our grant
application process, our streamlining efforts reduced our average
grant processing and approval period.

The examination of our grant making propelled The Endowment’s Board
and Staff to scrutinize our entire organizational capacity, leading to both
internal and external audits to ensure that our foundation operates at the
highest standards of governance. We rededicated ourselves to becoming
even more transparent in how we conduct our business.
Through this introspection, our Board of Directors committed to achieving
a “Sarbanes-Oxley standard” for foundation governance. This led to a
number of important initiatives to increase accountability, including: a
review of our governance policies and committee structures; an expansion
of our annual audit to tighten process and controls; a review of our
conflict-of-interest policies, including the establishment of an external
independent review process. Together, the Board and Staff also developed
a Code of Ethics that we use as a touchstone for how we work within
communities and with each other.
For The Endowment, “a clear view” is more than a catch-phrase – it is
central to the success of our mission of expanding access to quality health
care to all Californians. With that in mind, we hope the four profiles that
follow will shed some light – not just on the complex health concerns we
face together, but also on the courage and commitment of health advocates
throughout the state, our grantees and the clients they serve.
As always, we are grateful for your support and inspiration.
Sincerely,

Cynthia Ann Telles, Ph.D.
Chair of the Board of Directors

Robert K. Ross, M.D.
President and CEO

p.s. In an effort to be more fiscally and environmentally minded, we have
placed this year’s comprehensive grant listing online at www.calendow.org.
Through the Web site, you will be able to access a searchable database that
contains all of The Endowment’s grants from past years. Should you need a
printed list of the grantees, please e-mail us at publications@calendow.org
or call 800-449-4149, ext. 3513.

Missions demand clarity.
In order to achieve our mission of improving health and health
care for those Californians who need it most, we must first:

view
Gather an unflinching view of ourselves.

examine

Examine the communities we serve.

highlight
Highlight the work of our grantees.

vision

Consider new ways to build our vision.
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mission

The mission of

The California Endowment
is to expand access to
affordable, quality health
care for underserved
individuals and communities,
and to promote fundamental
improvements in the health
status of all Californians.
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Ablandando el Dolor de la Ruptura Familiar
“Softening the Pain of Family Disruption”
Going through a bitter and contentious divorce was painful enough for
Elena Ramirez* – but the emotional anguish her 5-year-old son Enrique*
was enduring made the already-tense situation even more agonizing.
“Enrique seemed fine, but I was worried about what he was thinking
about it [and how he was responding to the divorce],” she says
through an interpreter.
Of course, Ramirez was right to be concerned about her son. The
emotional trauma of a high-conflict divorce can cause changes in
children that include aggression, depression and decreased selfesteem. And research shows a strong relationship between exposure
to family disruptions (such as divorce) and a myriad of health-risk
factors (e.g., substance abuse, anxiety, obesity) that can lead to illness,
and even early death.

Name of Organization:
Kids’ Turn, San Diego
Project Title:
Kids’ Turn

So when a divorce mediator gave her a flyer for Kids’ Turn, San Diego,
Ramirez and her former husband enrolled in the program to learn how
to better communicate through the conflict – for their son’s sake. They
attended lectures and group discussions, watched educational
videos, wrote and participated in role-playing exercises while
Enrique participated in a curriculum where he learned how to
express his thoughts and emotions through creative drawing.
Kids’ Turn, San Diego is a licensed affiliate of a program that began
in 1988 in San Francisco. Mental health professionals and teachers
developed the curriculum; a licensed mental health professional, a
credentialed teacher, or both, lead age-appropriate groups to provide
a forum for parents and children to improve their communications skills
and process their thoughts and feelings related to family conflict.
When the California School of Professional Psychology evaluated the
model in 2000, it found the program successfully improved child-parent
education and parenting skills, assisted children in better coping with
divorce and reduced conflict between parents.
“Unfortunately, up to this past year, Spanish-speaking parents in
San Diego [like Elena and her husband] had no access to Kids’ Turn,
San Diego – or anything like it,” says Kids’ Turn Executive Director
Shari Delisle.

* Names have been changed to respect the family’s privacy.
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She wanted to bring her workshops into
predominantly Latino communities, recruit
bilingual/bicultural workshop leaders, increase
the number of Spanish-language breakout
groups, and adapt the Kids’ Turn curriculum
so that it would be culturally appropriate for
San Diego’s Latino families. Delisle devised a
plan to launch the program and to measure
whether the program successfully improved
communication and problem-solving skills and
reduced the psychological and behavioral
effects of emotional trauma on children.
“But without funding, the plan was just words
on paper,” she says. “The California
Endowment made it a reality by providing
funding to help us achieve our goals.”
“I sometimes hear about Spanish-speaking
parenting classes, but nothing like this,” says
Ramirez. “The program gave me a lot of
information…I learned how to control my
emotions and to treat situations by thinking
more, instead of reacting. It [the program]
also helped me understand why my son was
drawing what he was drawing – and what
he was thinking.”
Ultimately, while the program taught Enrique’s
parents the skills to put conflict aside for the
health of their child, Enrique also gained a bit
more of a handle on what was going on
between his parents. “Maybe too much,”
Ramirez says, laughing gently. “He talks
about it all the time now.”

Slowing a Silent Epidemic

For nearly 30 years, Martha Saly’s poorly functioning liver regularly
sapped her energy, though her doctors didn’t understand why.
Finally, in 1999, newly developed tests revealed that she had the
hepatitis C virus (HCV).
Saly’s case is hardly an isolated one. Experts estimate that HCV now
infects some 600,000 Californians. Because there are typically no
visible symptoms, a majority of those infected are unaware they carry
the virus, which is the leading cause of liver transplants in the United
States. Though for many cases there are therapies that can stop
HCV’s progression, there are no vaccines. And as with so many
diseases, HCV disproportionately affects underserved populations.
“In the end, though, I was lucky,” Saly says. New antiviral therapies
quickly stymied her disease, and for five years there has been no
sign of the virus. She’s responded to her experience by becoming
project manager for the Hepatitis C Strategy Group, a two-year,
statewide project funded by The California Endowment, and
led by the Center for Health Improvement, a nonprofit health policy
center based in Sacramento.

Name of Organization:
Center for Health
Improvement, Inc.
Project Title:
Hepatitis C Strategy Group

“Despite the disturbing facts, HCV is a silent epidemic, with little
public awareness and inadequate funding for creating change and
beating this problem. That’s strong motivation for a program like
ours,” says Saly.
There are three components of the HCV Strategy Group’s efforts:
community-based learning collaboratives, train-the-trainer sessions
on outreach and medical care, and local and statewide policy and
advocacy efforts.
“For our first ‘breakthrough’ collaborative, we’ve brought together
teams from Hepatitis C Task Forces in eight northern California
counties that are trying to expand systems for identifying, testing,
counseling and treating HCV positive individuals,” says Patricia
Powers, president and chief executive officer of the Center for
Health Improvement.
Each of the member groups
has created measurable
goals and initiated efforts
to achieve those goals.
Monthly teleconferences
enable members to share
successes and challenges.
“I am continually awestruck
by the energy these people
possess, especially those who
still have the virus and still
work hard every day for
positive change,” says Saly.
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But the collaborative is only one aspect of the
HCV Strategy Group’s work. “In six sessions
in 2003, expert providers worked with 69
primary care providers and 42 other medical
professionals, giving them tools for and
knowledge about HCV risk assessment and
patient care and evaluation, as well as local
support and patient education resources,”
says Saly.
In addition, members of the HCV Strategy
Group have trained 163 people as HCV
educators. “It’s critical that we increase the
number of organizations giving out good
information,” says Saly.
Because the current policy debate lacks a
cohesive community voice, the momentum
toward improving the public health system’s
ability to effectively address HCV prevention
and care has been weak. “To sustain our
work, we also have to drive policy change,
which includes everything from helping shape
formal legislation to fostering better diagnosis
reporting by providers,” says Powers.
The group intends to convene a statewide
HCV policy summit to educate local and
state policymakers; conduct local policy
assessments; and develop a policy agenda
and action plan. The organization is also
preparing to track local changes around
HCV that occur through the program’s
groups and collaboratives.
Powers and Saly have been particularly
encouraged that The Endowment funding
goes beyond its pure dollar value. “It was
central to our receiving in-kind matching
grants and helpful in UC Davis giving our
participating physicians a fabulous deal on
their continuing medical education credits,”
says Saly.
“It’s unique and exciting to see these efforts in
a community-based setting,” she adds. “And
none of this would have happened without
The Endowment.”

Tehachapi Valley Mobilizes for New Health Campus

At times over the last few years, things looked grim for Tehachapi
Hospital in East Kern County.
“As late as 2002, bankruptcy was a real possibility – and that was
before the law requiring all hospitals to pass seismic safety standards
by 2008,” says Peter Sturn, president of the board of directors of the
Tehachapi Valley Healthcare District.
“We had righted the financial ship,” says Sturn, who is one of the
district’s five board members, elected by the local community. “But
we recognized that the seismic safety laws could close down our
hospital in 2008. So it was a happy day when Kathy Yarbrough
informed us that The California Endowment had funded a pilot
project for the Rural Health Design Consortium – and that we
would be that pilot project.”

Name of Organization:
California Health
Collaborative Foundation*
Project Title:
Rural Health Delivery
Redesign Pilot Project

The Rural Health Design Consortium (RHDC) is a group of rural
hospitals that have come together to respond to challenges just like
those Tehachapi faced. The Tehachapi Valley Healthcare District is a
charter member of the Consortium, and Yarbrough is the RHDC’s
director. The pilot program proposed to develop a replicable,
community-driven planning process for health services.
“It was a watershed moment,” says Sturn. “The funding and Kathy’s
tireless efforts to help disparate groups of people work together
really achieved some extraordinary things.” In fact, thanks to the
RHDC pilot and the hard work of many members of the Tehachapi
community, Tehachapi is now preparing for the construction of a
community-backed health campus with modern hospital facilities.
The groundwork for the new campus began with the RHDC
completing an in-depth analysis that shed new light on the health
care needs of the community. As part of the process, the RHDC
facilitated the formation of an 18-member Community Advisory
Council (CAC). Members became regular attendees at board
meetings, served as the conduit to far-flung members of the
community, and helped turn around negative public perceptions of
the hospital. “They [the CAC] also helped local residents understand
how much they would lose if the hospital disappeared,” says Sturn.

* Fiscal Sponsor
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The RHDC gathered input
from more than 1,800
community members through a
mail-in community survey and
a series of community focus
groups. It also developed a
community health assessment,

documented all health services and providers
in the area, gathered input from providers
and completed an economic study.
“The process made clear that if we wanted
a new facility to be viable, we had to capture
a greater portion of the region’s medical
dollars,” says Sturn. “That meant not only
providing a facility that would convince
people in Tehachapi community to ‘shop
locally,’ rather than driving to the urban
centers of Bakersfield and Lancaster/Palmdale,
but also influencing people in neighboring
communities, like Mojave, California City
and Boron, to think of Tehachapi Hospital
as their community hospital, too.”
An East Kern County “Plan for Healthcare
Services,” emerged from the process.
Subsequently, the community passed a $15
million bond measure for the hospital by an
overwhelming margin, despite the fact that
two parcel tax elections had gone down in
defeat just a few years earlier. The money
will go toward the new health campus in
Tehachapi that will include a seismically
safe hospital with acute care beds, as well
as many other modern hospital services.
In addition, the Tehachapi Valley Healthcare
District and East Kern County Healthcare
District in California City agreed to a joint
powers agreement. “It was complicated
politically, but the agreement will facilitate
the sale of the bonds and help keep us
viable,” says Sturn.
Meanwhile, Yarbrough has developed a
manual for replicating the success of
Tehachapi in other rural communities
throughout the state and has garnered
funding from other statewide organizations.
“We owe a lot to Kathy for making
us the guinea pig,” says Sturn. “And
we are incredibly grateful that The
California Endowment saw the RHDC as
a positive development and decided to
fund their work.”

Successful Advocacy Secures Children’s Health Insurance

In California, more than 1 million children do not have health
insurance. Just four short years ago, 87,000 of them lived in
Santa Clara County.
Beth Gonzales, a high school English teacher and an 18-year
veteran volunteer with People Acting in Community Together
(PACT) – a nonprofit group from San Jose representing 16
church congregations – believed the situation in Santa Clara
needed to change.
“Back in 2000 we had a meeting with Working Partnerships USA
(a collaboration among labor unions, religious groups, educators
and other community-based organizations) where they asked for
our help in raising $500,000 for children’s health insurance,” says
Gonzales. “We thought we could do more.”
With funding from The California Endowment, PACT formed
an alliance with Working Partnerships to lead a grassroots,
policy-advocacy effort to broaden children’s health insurance
in Santa Clara County.

Name of Organization:
People Acting in Community
Together, Inc.
Project Title:
Health Justice Project

“As we began, one of the most important things The Endowment
funding did was enable us to hire paid staff to research possible
funding sources,” Gonzales says. The researchers discovered that
Santa Clara was owed money from the court settlement California
and other states had made with tobacco companies.
PACT and Working Partnerships USA quickly secured a $3 million
commitment from the county to help create what’s come to be known
as the Santa Clara County Children’s Health Initiative (CHI).
In addition, the groups discovered that San Jose was among the
few cities that had been part of the lawsuit and, therefore, was
participating in the settlement, but the City Council was evenly
split over how to use the tobacco money.
“We believed that money should go to the CHI,” says Gonzales.
“So we organized an ’action’ (large public meeting) and invited
the mayor and a City Council member who were both undecided
about how they would vote on
the use of tobacco funds.”
About 500 people attended
this meeting – including the
mayor, City Council members
and members from the County
Board of Supervisors. There
was a huge turnout, but the San
Jose City Council initially voted
to deny money for the CHI.
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“We weren’t about to give up,” says
Gonzales. “We had worked with the City
Council many times before and they knew
how strong our membership is.” By January
2001, the Council had revisited its budget
allocations and appropriated about $1 million
for the CHI.
The result of these efforts – combined with
major funding from multiple sectors – has been
the creation of a model program that makes it
accessible and convenient for families with
incomes up to 300 percent of the federal
poverty level to get health insurance for their
children. Eligible children enroll in existing
public insurance programs; ineligible children
receive their coverage through a regionally
developed and locally funded insurance
product called Santa Clara Healthy Kids. By
2002, the CHI had the number of uninsured
children in Santa Clara down to 33,000, a
reduction of nearly 62 percent.
It’s a remarkable success story, but Gonzales,
PACT and The Endowment know their work is
far from done. In early 2004 The Endowment
provided funding to help PACT enroll the
remaining 33,000 uninsured children in Santa
Clara County, ensure a sustainable CHI and
help spread its success throughout the state.
As part of its effort, PACT is also dispatching
Gonzales and other volunteers to communities
throughout California to advocate for policy
change that will expand and sustain health
coverage for all California’s children.
The momentum toward children’s coverage
is growing. To date, more than eight
communities have followed Santa Clara’s
lead and have developed similar programs.
Other locales are just now beginning to
organize their own programs.
“We’re out there to help people understand
if they advocate powerfully enough they can
make something like CHI happen in their
communities as well,” she says.
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Grant Listing Now Online

In an effort to be more fiscally and environmentally minded, The California
Endowment has placed this fiscal year’s (ended Feb. 29, 2004) comprehensive
grant listing online at www.calendow.org. On the Web site, visitors will be
able to access a searchable database of all of The Endowment’s funded projects
by grantee name, year, county or health area of focus. Should you need a printed
list of this year’s grantees, please e-mail us at publications@calendow.org or call
800-449-4149, ext. 3513.
We hope that you will find this new research tool helpful to you and your work
within California’s communities.

INDEPENDENT AUDITORS’ REPORT
Board of Directors
The California Endowment
We have audited the accompanying statements of financial position of The California
Endowment (“The Endowment”), a California nonprofit public benefit corporation, as of
February 29, 2004 and February 28, 2003, and the related statements of activities and
cash flows for the years then ended. These financial statements are the responsibility of
The Endowment’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.
We conducted our audits in accordance with auditing standards generally accepted in
the United States of America. Those standards require that we plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation. We believe that our audits provide a reasonable
basis for our opinion.
In our opinion, such financial statements present fairly, in all material respects, the financial
position of The Endowment as of February 29, 2004 and February 28, 2003, and the
change in its net assets and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States of America.

August 5, 2004
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Financial Statements
THE CALIFORNIA ENDOWMENT
A California Nonprofit Public Benefit Corporation
STATEMENTS OF FINANCIAL POSITION
FEBRUARY 29, 2004 AND FEBRUARY 28, 2003 (In thousands)
2004

ASSETS
Cash and cash equivalents
Funds held by trustee
Dividends, interest and other receivables
Investments—at fair value
Program-related investments
Property and equipment—net
Other assets
TOTAL

$

2003

11,143
78,316
6,995
3,431,781
20,825
21,663
1,702

$

8,191

$

3,572,425

$

2,762,621

$

13,790
97,621
84,756
5,401
9,846

$

11,727
113,297

11,616
2,703,910
20,000
18,357
547

LIABILITIES AND UNRESTRICTED NET ASSETS
LIABILITIES:
Accounts payable and other liabilities
Grants payable—net
Long-term debt
Note payable
Deferred excise taxes payable
Total liabilities

5,401

211,414

130,425

3,361,011

2,632,196

COMMITMENTS AND CONTINGENCIES
UNRESTRICTED NET ASSETS
TOTAL

See accompanying notes to financial statements.

$

3,572,425

$

2,762,621

Financial Statements
THE CALIFORNIA ENDOWMENT
A California Nonprofit Public Benefit Corporation
STATEMENTS OF ACTIVITIES
YEARS ENDED FEBRUARY 29, 2004 AND FEBRUARY 28, 2003 (In thousands)
2004
INVESTMENT RETURN:
Net realized and unrealized gains (losses) on investments
Dividend, interest and other investment income

$

Less investment expenses
Net investment gain (loss)
EXPENSES:
Grants awarded
Direct charitable expenses
Program operating expenses
General and administrative expenses
Federal excise tax provision (benefit):
Current
Deferred
Total expenses
INCREASE (DECREASE) IN UNRESTRICTED NET ASSETS
ADDITIONAL MINIMUM PENSION LIABILITY ADJUSTMENT
CHANGE IN UNRESTRICTED NET ASSETS
UNRESTRICTED NET ASSETS—Beginning of year
UNRESTRICTED NET ASSETS—End of year

See accompanying notes to financial statements.
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$

847,222
82,961

2003
$

(488,181)
86,814

930,183
10,456

(401,367)
10,080

919,727

(411,447)

136,490
12,252
19,831
9,680

156,037
11,301
21,419
9,952

3,101
9,846

1,535
(1,327)

191,200

198,917

728,527

(610,364)

288

(288)

728,815

(610,652)

2,632,196

3,242,848

3,361,011

$

2,632,196

Financial Statements
THE CALIFORNIA ENDOWMENT
A California Nonprofit Public Benefit Corporation
STATEMENTS OF CASH FLOWS
YEARS ENDED FEBRUARY 29, 2004 AND FEBRUARY 28, 2003 (In thousands)
2004
CASH FLOWS FROM OPERATING ACTIVITIES:
Change in unrestricted net assets
Adjustments to reconcile change in unrestricted net assets to
net cash used in operating activities:
Net realized and unrealized (gains) losses on investments
Depreciation and amortization
Changes in operating assets and liabilities:
Dividends, interest and other receivables
Other assets
Accounts payable and other liabilities
Grants payable
Deferred excise taxes payable

$

728,815

2003
$

(847,222)
1,625

Net cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Increase in funds held by trustee
Purchases of property and equipment
Purchase of land
Increase in program-related investment
Purchases of investments
Proceeds from issuance of sale of investments

488,181
1,718

4,621
(13)
2,063
(15,676)
9,846

628
396
5,245
(2,302)
(1,327)

(115,941)

(118,113)

(78,316)
(4,931)

(4,261)
(6,011)

(825)
(3,021,257)
3,140,608

Net cash provided by investing activities

(3,503,374)
3,624,202

35,279

CASH FLOWS FROM FINANCING ACTIVITIES:
Proceeds from issuance of long-term debt
Debt issuance costs

(610,652)

110,556

84,756
(1,142)
83,614

Net cash provided by financing activities
NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

2,952

CASH AND CASH EQUIVALENTS—Beginning of year

8,191

(7,557)
15,748

CASH AND CASH EQUIVALENTS—End of year

$

11,143

$

8,191

SUPPLEMENTAL DISCLOSURE OF CASH FLOW
INFORMATION—Cash paid during the year for federal excise tax

$

1,973

$

2,704

SUPPLEMENTAL DISCLOSURE OF NONCASH INVESTING AND FINANCING ACTIVITIES—During the year ended
February 28, 2003, The Endowment financed the purchase of land with a non-interest bearing note payable of
$5,401,000.

See accompanying notes to financial statements.

Financial Statements
THE CALIFORNIA ENDOWMENT
A California Nonprofit Public Benefit Corporation
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004 AND FEBRUARY 28, 2003
1. ORGANIZATION
The California Endowment (“The Endowment”), a California nonprofit public benefit corporation, is a
private foundation that began operations in May 1996. The Endowment’s mission is to expand access to
affordable, quality health care for underserved individuals and communities and to promote fundamental
improvements in the health status of all Californians.
2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Cash and Cash Equivalents—Cash and cash equivalents are defined as short-term, highly liquid

investments with maturities of three months or less at the date of purchase.
Investments—Investments in debt and equity securities are stated at fair value as determined by
quoted market prices, or based on quotations of similar securities. Non-marketable securities
(primarily private equity investments) for which quoted market prices are not available are valued
by The Endowment with the assistance of third-party investment managers in good faith using methods
they consider appropriate. The Endowment contracts with outside parties who provide investment
management and consulting services.

Investing activities are reported on a trade-date basis. Realized gains and losses are calculated based
upon the underlying cost of individual lots. Interest income is recorded when earned. Dividends are
recorded on the ex-dividend date.
Investment securities, in general, are exposed to various risks, such as interest rate, credit and overall
market volatility. Due to the level of risk associated with certain long-term investments, it is reasonably
possible that changes in the values of these investments will occur in the near term and that such
changes could materially affect the amounts reported in the statement of financial position.
Property and Equipment—Property and equipment consists of land, leasehold improvements,

furnishings, fixtures and equipment for The Endowment’s offices and construction in progress and
is carried at cost, less accumulated depreciation. Depreciation is computed using the straight-line
method over the lesser of the estimated useful lives of individual assets, ranging from three to five
years, or the term of noncancelable leases.
Deferred Financing Costs—Deferred financing costs are capitalized at cost and amortized using

the straight-line method over the terms of the related financing. Such amortization is reflected as a
component of interest expense.
Capitalized Interest—When qualifying assets are financed with the proceeds of restricted tax-exempt

borrowings, the amount of interest cost is capitalized less any interest earned on temporary investment
of the proceeds of the borrowings, from the date of the borrowings until the assets constructed with
those borrowings are ready for their intended use.
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Financial Statements
THE CALIFORNIA ENDOWMENT
A California Nonprofit Public Benefit Corporation
NOTES TO FINANCIAL STATEMENTS
FEBRUARY 29, 2004 AND FEBRUARY 28, 2003
Grants—Unconditional grants are recognized as an expense in the period in which they are approved.
Grants which are conditioned on future uncertain events are expensed when those conditions are
substantially met. There was $5,350,000 in conditional grants at February 29, 2004 which are
conditioned principally on grantees raising certain matching gifts by a specified date; there were
no conditional grants at February 28, 2003.
Direct Charitable and Program Operating Expenses—Direct charitable expenses pertain to
charitable activities for the benefit of others initiated and conducted in whole or in part by The
Endowment. The Endowment’s direct charitable activities consist of social marketing on health issues,
policy and advocacy work, health-related research, and publishing and dissemination of research.
Program operating expenses pertain to the general grant making activities of The Endowment, such
as reviewing grant applications, awarding, monitoring and evaluating grants. Such program
operating expenses are allocated based on employee ratios and estimates made by management.
Use of Estimates—The preparation of financial statements in conformity with accounting principles

generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenue
and expenses during the reporting period. Actual results could differ from those estimates.
Reclassifications—Certain amounts in the prior year’s financial statements have been reclassified

to conform to the current year’s presentation.
3. INVESTMENTS
Investments consist of the following (in thousands):
February 29, 2004:
Money market and treasury bills
Government and corporate obligations
Equity securities
Private equity and other

$

$

Cost
362,026
453,413
1,998,344
119,632
2,933,415

$

$

Fair Value
362,626
464,564
2,472,750
131,841
3,431,781

February 28, 2003:
Money market and treasury bills
Government and corporate obligations
Equity securities
Private equity and other

$

$

Cost
155,751
704,525
2,012,567
101,467
2,974,310

$

$

Fair Value
154,534
711,604
1,740,088
97,684
2,703,910

The Endowment has entered into certain agreements with various private limited partnership investment
funds to make future investments in such funds. As of February 29, 2004, the unfunded commitments
related to these investments totaled $152,017,000.
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In the normal course of business, The Endowment uses various financial instruments, including derivative
financial instruments, to maintain desired asset allocations, primarily in fixed income securities. Interest
rate futures and options are purchased and sold to manage the interest rate risk on government and
corporate obligations. The fair value of interest rate futures is included in investments. Derivative financial
instruments are recorded at their current market value with any changes reflected as a change in net
assets during the period of the change. The Endowment’s investment managers are permitted, under the
terms of individual investment guidelines, to utilize such financial instruments. Derivatives consist of the
following positions at the dates indicated:
February 29, 2004
Number
Notional
of
Amounts
Contracts
(in thousands)
Interest rate call options
Interest rate put options
Interest rate futures
Interest rate swaps
Equity index future
Various forward positions

5
6
28
6
1
10

$

February 28, 2003
Number
Notional
of
Amounts
Contracts
(in thousands)

(39,300)
(200,900)
785,900
53,800
284
53,052

2
7
24

$

(216,000)
(275,800)
5,394,000

Delivery dates for the contracts extend through December 2008. All of the instruments are supported by
government and corporate obligations.
4. PROGRAM-RELATED INVESTMENTS (“PRI”)
The Endowment invests a portion of its funds in projects that advance its philanthropic purposes by
providing non-interest bearing loans to certain organizations. At February 29, 2004 and February 28,
2003, these loans totaled $20,825,000 and $20,000,000, respectively. The loans expire on December
2010 and March 2029 and are expected to be repaid in various installments over their terms beginning
in 2006. Management has reviewed the PRIs and believes no allowance is necessary as of February 29,
2004.
5. PROPERTY AND EQUIPMENT
Property and equipment consist of the following at February 29, 2004 and February 28, 2003
(in thousands):
2003

2004
Land
Leasehold improvements
Equipment
Furniture
Capital projects in process

$

11,412
3,870
4,329
3,259
6,048
28,918

Less accumulated depreciation
Property and equipment—net

26

27

(7,255)
$

21,663

$

11,412
3,711
3,226
3,271
2,480
24,100
(5,743)
18,357
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In September 2002, The Endowment announced plans to relocate its principal facilities to a 6.5-acre site
adjacent to the historic Terminal Annex building in downtown Los Angeles. To that end, The Endowment
purchased land at a cost of $11,411,900. The Endowment obtained a $5,401,100 non-interest bearing
note from the seller for a portion of the purchase price. The note, which is secured by the property, is
due upon the seller complying with certain conditions of the purchase agreement, including vacating
nearby premises.
6. GRANTS PAYABLE
Grants payable at February 29, 2004 and February 28, 2003 are as follows (in thousands):
2004
Amounts due in:
Less than one year
One year to five years

$

Gross grants payable
Less unamortized discount to present value
Grants payable—net

$

59,962
39,417

2003
$

72,080
44,463

99,379
(1,758)

116,543
(3,246)

97,621

$ 113,297

7. LONG-TERM DEBT
In December 2003, the California Statewide Communities Development Authority (the “Authority”)
issued $80,600,000 aggregate principal of Revenue Bonds, Series 2003 (the “Bonds”) resulting in
$84,756,000 in bond proceeds. Concurrent with the issuance, the Authority and The Endowment
executed an agreement under which the Authority loaned The Endowment the bond proceeds. The
loan, which is unsecured, accrues interest at rates ranging between 4% – 5.25% per annum. Interest
only is payable semiannually through January 2007. Thereafter, principal and interest are payable
semiannually through July 2036.
Annual future principal payments under the loan agreement are as follows: 2008, $1,225,000; 2009,
$1,275,000; thereafter, $78,100,000.
The Endowment incurred $1,142,000 of costs in connection with the financing. These costs, which
have been deferred, are included in other assets in the accompanying statements of financial position
and are being amortized over the loan term using the straight-line method.
8. FUNDS HELD BY TRUSTEE
Funds held by trustee consist of unexpended proceeds from the Bonds and are primarily invested in
Guaranteed Investment Contracts and money market funds. These amounts are restricted for the construction
of a community conference center and other facilities for The Endowment in downtown Los Angeles, and
for the payment of related capitalized interest and deferred financing costs.
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9. COMMITMENTS AND CONTINGENCIES
The Endowment leases its office facilities and certain equipment under various agreements. Rental
expense was approximately $3,088,000 and $2,610,000 for the fiscal years ended February 29,
2004 and February 28, 2003, respectively. Future minimum rental payments related to these leases
as of February 29, 2004 are as follows (in thousands):
Year Ending
February
2005
2006
2007
2008
2009
Thereafter

$

3,024
2,905
2,322
2,039
919
2,517

Total minimum future rentals

$

13,726

The Endowment is involved in various claims and legal actions arising in the ordinary course of business.
In the opinion of management, the ultimate disposition of such matters will not have a material adverse
effect on the financial position of The Endowment.
10. FEDERAL EXCISE TAXES
The Endowment is exempt from federal income taxes under Section 501(a) of the Internal Revenue Code
(“IRC”) as an organization described in Section 501(c)(3). The Endowment is subject to federal excise
taxes imposed on private foundations at 2%, or at 1% if certain conditions are met. The excise tax is
imposed on net investment income, as defined under federal tax law, which includes interest and
dividend income, and realized gains, net of investment expenses. Deferred excise taxes arise primarily
from unrealized tax basis gains on investments and are calculated at the effective rate expected to be
paid by The Endowment. At February 29, 2004, $9,846,000 of deferred taxes was recorded; at
February 28, 2003, no deferred taxes were recorded.
11. DISTRIBUTION REQUIREMENTS
The Endowment is subject to distribution requirements of the IRC. Accordingly, it must distribute within
one year after the end of each fiscal year, a minimum of 5% of net value of noncharitable-use assets,
as defined. The assets that are to be included in the 5% distribution requirement are based on average
monthly balances and are exclusive of those assets deemed to be held for charitable activities or
program-related investments. In determining qualifying distributions, grant payments are considered
on a cash basis and certain expenses are considered as qualifying distributions.
For the period March 1998 through February 2003, The Endowment exceeded the minimum distribution
requirements by $251 million. The IRC allows The Endowment to utilize all or some of this excess to
meet future years’ distribution requirements. Each fiscal year’s excess distributions carryover expires
after five years.
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12. RETIREMENT PLAN
The Endowment maintains a qualified 401(k) Employee Investment Plan that provides for uniform employer
contributions of 75 cents for every dollar contributed by a participant up to 6% of the participant’s salary
deferral contribution. The Endowment’s contribution to this plan for the years ended February 29, 2004
and February 28, 2003 was $457,000 and $422,000, respectively.
The Endowment has a defined benefit cash balance plan (the “Plan”) covering all employees with one
year of service. The Plan is entirely funded by The Endowment, with benefits based on a percentage of
each employee’s annual compensation. The employees are vested 20% each year, with full vesting at the
end of five years. Each employee’s account is credited each year with an interest factor, the higher of
5.25% or the interest rate on 20-year Treasury Bonds. At retirement, employees are paid their accumulated
amount in the Plan, either as an annuity or lump sum, at their election. Upon termination of service,
employees may withdraw or roll over their vested accumulated cash balance.
The following table sets forth the Plan’s funded status and amounts recognized in the statement of financial
position at February 29, 2004 and February 28, 2003 (in thousands):
2004

2003

Benefit obligation
Plan assets at fair value

$

3,567
2,873

$

2,727
1,147

Unfunded status

$

(694)

$

(1,580)
2003

2004
Amounts recognized in the statement of financial position:
Accrued benefit liability
Intangible asset
Additional minimum pension liability adjustment

$

(272)
-

$

(1,105)
150
288

The benefit obligation was determined using an assumed weighted-average discount rate of 6% and
6.25% at February 29, 2004 and February 28, 2003, respectively, and an assumed rate of compensation
increase of 5% at February 29, 2004 and February 28, 2003. At February 29, 2004 and February 28,
2003, the expected long-term rate of return on Plan assets was 7.5%.
For the years ended February 29, 2004 and February 28, 2003, $1,366,000 and $562,000 in
contributions were made to the Plan by The Endowment, respectively. Total benefits paid were $108,000
and $118,000 and total benefit cost recognized was $971,000 and $690,000 in 2004 and 2003,
respectively.
In March 2002, The Endowment adopted a Supplemental Executive Retirement Plan (“SERP”), which
provides supplemental retirement benefits to certain key management employees and is funded solely
from the general assets of The Endowment. SERP expense for the years ended February 29, 2004 and
February 28, 2003 was $57,000 and $50,000, respectively.
In November 2002, The Endowment adopted a Section 457(b) Deferred Compensation Plan, which
permits certain key management employees to make voluntary contributions on a pretax basis. Total
compensation deferred for the years ended February 29, 2004 and February 28, 2003 was $57,000
and $33,000, respectively.
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Board of Directors

(as of February 29, 2004)

Laura S. Wiltz, Ph.D.
Chair of the Board
Los Angeles County

Sherry M. Hirota
Alameda County
Sister Ruth Marie Nickerson, C.S.C.
Fresno County

Cynthia Ann Telles, Ph.D.
Vice Chair of the Board
Los Angeles County

Peter H. Pennekamp
Humboldt County

Leroy T. Barnes, Jr.
San Francisco County

E. Lewis Reid, Esq.
Sonoma County

John E. Bryson
Los Angeles County

Robert K. Ross, M.D.
Los Angeles County

Arthur Chen, M.D.
Alameda County

Rita Scardaci, M.P.H.
Plumas County

Tessie Guillermo
San Francisco County

Fernando M. Torres-Gil, Ph.D.
Los Angeles County

Beverly Hamilton
Monterey County

Maria Tripp
Humboldt County

Marilyn Hamilton
Fresno County

Senior Management

Winnie O. Willis, Sc.D.
San Diego County

(as of February 29, 2004)

Robert K. Ross, M.D.
President and Chief Executive Officer
Irene M. Ibarra, J.D., M.P.A., M.S.W.
Executive Vice President
Dennis Hunt, M.A.
Vice President
Communications and Public Affairs

Celia Lombard
Manager, Board Relations
and Corporate Secretary
Sheryl Ritchie-Longo
Director, Facilities
Rebecca Martin
Director, Grants Administration

Alicia Lara
Vice President, Program

Barbara Masters, M.A.
Public Policy Director

Javene Black, M.A.
Acting Director, Human Resources

Astrid Hendricks-Smith, Ph.D.
Acting Director, Evaluation

Irene Chang-Lem
Controller

Charles Williams
Director, Information Technology

Alex Hsiao
Chief Investment Officer and Treasurer
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Senior Program Staff

(as of February 29, 2004)

Woodland Hills Office
Gwen Walden, M.A.
Director, Regional Programs
Martin Zogg, J.D.
Senior Program Administrator

Fresno/Central State Regional Office
Larry Gonzales, M.A.
Senior Program Officer
Carole S. Chamberlain, M.P.H., M.P.A.
Program Officer

Greater Los Angeles Regional Office
Roland Palencia
Senior Program Officer
Alicia Dixon, M.P.H.
Program Officer
Karen Escalante-Dalton
Program Officer
Chi Hughes, M.S.W.
Program Officer
Jose Marquez
Program Officer

Sacramento/North State Regional Office
Mario Gutierrez, M.P.A.
Director, Agricultural Worker Health
and Binational Programs
Laura Hogan, M.P.A.
Director, Access to Health Services

Barbara Webster-Hawkins, M.N.A.
Senior Program Officer
Adele James, M.A.
Program Officer

San Diego-Orange County/Border Regional Office
Gregory Hall, M.C.P.
Senior Program Officer
Olga de la Cruz-Cañon, M.P.A.
Program Officer
Steve Eldred, M.P.H.
Program Officer

Greater Bay Area Regional Office
Marion Standish, J.D.
Director, Disparities in Health
Dianne Yamashiro-Omi
Senior Program Officer
Gwen Foster, M.S.W.
Senior Program Officer, Mental Health
Ignatius Bau, J.D.
Program Officer, Cultural Competence
Stephen Bumbaugh, M.B.A.
Program Officer
Jacob Moody, M.S.W., M.Div.
Program Officer
Brenda Solórzano, J.D.
Program Officer

Office Locations
Woodland Hills Office

Sacramento/North State Regional Office

21650 Oxnard St., Suite 1200
Woodland Hills, CA 91367
Tel: 800.449.4149
Fax: 818.703.4193

1331 Garden Highway, Suite 220
Sacramento, CA 95833
Tel: 916.443.4355
Fax: 916.567.3037

Fresno/Central State Regional Office

San Diego-Orange County/Border Regional Office

2300 Tulare St., Suite 310
Fresno, CA 93721
Tel: 559.444.1799
Fax: 559.444.1870

600 West Broadway, Suite 1250
San Diego, CA 92101
Tel: 619.230.0555
Fax: 619.230.0557

Greater Los Angeles Regional Office

Greater Bay Area Regional Office

1055 Wilshire Blvd., Suite 1455
Los Angeles, CA 90017
Tel: 213.977.7521
Fax: 213.482.9633

101 Second St., 24th Floor
San Francisco, CA 94105
Tel: 415.343.0222
Fax: 415.343.0220
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