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“IT IS NECESSARY to carve from the
whole vast spectrum of human needs
one small band that the heart and mind
together tell you is the area in which

you can make your best contribution.”

THIS HAS BEEN THE GUIDING PHILOSOPHY OF THE HARTFORD FOUNDATION SINCE ITS ESTABLISHMENT
IN 1929. WITH FUNDS FROM THE BEQUESTS OF ITS FOUNDER, JOHN A. HARTFORD AND HIS BROTHER
GEORGE L. HARTFORD, BOTH FORMER CHIEF EXECUTIVES OF THE GREAT ATLANTIC AND Pacrric Tea
CoMpPANY, THE HARTFORD FOUNDATION SEEKS TO MAKE [TS BEST CONTRIBUTION BY SUPPORTING

EFFORTS TO IMPROVE HEALTH CARE IN AMERICA.
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REPORT OF THE CHAIRMAN




NINETEEN NINETY FIVE was a year of progress and accom-
plishment for the John A. Hartford Foundation. Our assets grew
by $58.5 million after grant payments and administrative expenses
of $18 million. An exciting new Interdisciplinary Team Training
Initiative was approved by the Board under our Aging and Health
Program and final grants were made under the Health Care Cost
and Quality Program. Since its inception in 1979, the Foundation
has made 195 grants totaling $77million in the Health Care Cost
and Quality area. This work has contributed greatly to the positive

changes which are taking place across the country in organizing
affordable health care without losing sight of quality. This latter initiative is being
gradually wound down as the major impact by our Foundation in this area has been
accomplished.

Most of our near term future will be directed toward exploring new avenues in the
Aging and Health area, which is an exciting challenge for our Foundation. We consider
this a “growth industry,” with more opportunities for constructive grantmaking than
we are capable of funding. In 1995, 69 percent of our grant payments were in this
category and will continue to grow.

The inability of our Government to come to a resolution on the Federal Budget, and
the implications thereunder for major health care programs such as Medicare and
Medicaid, continues to cloud the future. We live more and more with an “edge of the
precipice mentality” in this country with action coming split seconds before we fall
over the cliff. This is not the way to resolve these major issues.

At our Annual Meeting last May, the Board elected Anson McC. Beard, Jr., a Trustee.
Anson has had a long and distinguished career in banking and investment banking,
With great sadness, | must report the death last May of our retired Trustee Matthew
E. Welsh. Matt joined our Board in 1969, and served with great distinction until he
retired in 1992.

In December, Corinne H. Rieder, Ed.D.. accepted our invitation to join our staffas
Associate Executive Director. For the past eight years, Cory has been Secretary of the
University at Columbia. Our Program Director, Richard Sharpe, decided to pursue
other directions in the health care field, and we thank him for his past contributions
to the Foundation.

Letr me close by thanking all my colleagues on our Board and our staff for their dedica-
tion and hard work over the year. We look to the future with confident anticipation.

JamEes D, FARLEY
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PROGRAMS




AGING AND HEALTH

OVER THE PAST YEAR, the looming crisis
in access to affordable health care has been a
recurrent themein the media and is central to
the federal budget debate. There are serious
concerns about our ability to maintain a basic
health-related safety net for all of ourcitizens.
We have heard warnings of an impending

struggle between the interests of young and

old for access to a shrinking pie.







Rather than presume the inevitabil-
ity of “intergenerarional conflict,”
we should recognize the strength
of “generational interdependence.”
As a society we are adept at gener-
ating and manipulating data,but
not too good at finding wisdom, a
skill which often resides with our
older citizens. Many elders serve
as major sources of emotional

and financial support for younger
gcnerations and Oﬁcn das diTECE
caretakers of the young.
Generational reciprocity reflects
the reality of our lives.

The Hartford Foundation has
sought to promote vigorous longe-
vity thereby conserving a precious
resource as well as lessening the
emotional and financial burden for
elders’ families and caregivers.

Regardless of the success of such
efforts, our society faces critical
financing and service challenges as
we look ahead. Those over age 65,
whose numbers will double by the
year 2030, already use about half
of our nation's hospital bed-days.
A shortage of physicians and other
health professionals who are well
trained ih geriatric care persists.
Foundation efforts over the

past decade have only parrially
alleviated this crisis.

As the elderly population burgeons
and resources diminish relarive to
need, we must find ways to better
integrate elder care provided by
multiple health professionals in a
broad array of settings. Further, safe
alternatives to hospitals and nursing
home care must be found not only
because of impending cutbacks

in Medicare and Medicaid, but also
because such services respond to the
stated preferences of many chroni-
cally ill elders and their caregivers.

In view of these current and emerg-
ing needs, in 1995 the Hartford
Foundation turned a corner in its
giving, increasing payments under
its Aging and Health Program by

$2.8 million to some $9.9 million.

Funding in this area is expected to
represent between 70 and 80 per-
cent of the Foundation’s total giving
in the coming years.

In 1995 the Foundation continued
its activities in the two major areas it
has long sought to address:
Academic Geriatrics and Training,
and Integrating and Improving
Services for Elders. It also embarked
on a project, in collaboration with
the John D. and Catherine T.
MacArthur Foundation, to improve
treatment of depression in the

elderly.






ACADEMIC GERIATRICS AND TRAINING

THE FOUNDATION'’S efforts to encourage current
and future medical faculty to pursue advanced
training in geriatric medicine date back to 1983.
A Hartford-supported study by the Institute of
Medicine, led to a focus on recruitment to careers in
academic geriatrics through awards to 13 academic
medical centers regarded as “Centers of Excellence”
in geriatrics. Since 1993 the Hartford Foundation
has supported geriatric research and career develop-

ment for medical students and junior faculty.

It has also pursued strategies to infuse geriatrics into the training of primary
care residents and of medical and surgical specialists and subspecialists, and to
improve interdisciplinary team training for professionals involved in care of the

elderly.

A major grant to the American Federation for Aging Research (AFAR) contin-
ues the work of the Medical Student Geriatric Scholars program that was
begun in 1993. The scholars, selected competitively from medical schools
across the U.S., will receive support for research as well as clinical experience

and instruction at Hartford “Centers of Excellence” The Beeson Physician



“THERE ARE VERY FEW GENERALIST PHYSICIANS THAT ARE COMFORTABLE DEALING WITH
FRAIL ELDERLY PATIENTS, WITH THEIR MULTIPLE PROBLEMS AND ATYPICAL SYMPTOMS. THE
HARTFORD FOUNDATION HAS REALLY TAKEN THE LEAD AMONG FOUNDATIONS WHEN IT
COMES TO INNOVATIONS IN THE HEALTH CARE OF THE ELDERLY. THEY'VE FUNDED SITES
THAT HAVE THE RESOURCES TO INTEGRATE GERIATRICS INTO THE CURRICULUM, SO THAT
THE GENERALIST PHYSICIANS THESE SCHOOLS PRODUCE WILL BE EQUIPPED.

s John R. Burton, M.D., Johns Hopkins University School of Medicine

Housestaff Richard Wu, M.D, (left) and

Gregory Prokopowicz, M.D, are guided by

John R. Burton, M.D., Clinical Director of Geriatrics,
in caring for Bette Albert at Johns Hopkins
Creriatrics Center, ankius has one q.f'sm-m projects,
developing models to enhance the geriatrics

content of primary care residency training.




“THE HARTFORD FOUNDATION HAS REQPENED THE QUESTION OF HOW TEAMS CAN BENEFIT
OLDER PATIENTS, AT A TIME WHEN THE HEALTH CARE DELIVERY SYSTEM IS COMPLETELY IN
FLux, THIS PROJECT ENABLES US TO LOOK AT THE PLACES ACROSS THE COUNTRY THAT HAVE
THE STRONGEST TEAMS AND EXPORT THE LESSONS LEARNED THROUGHOUT THE DELIVERY
SYSTEM. WHEN THESE STUDENTS GRADUATE AND ENTER CLINICAL LIFE, THEY WILL BE WAY
AHEAD OF THE CURVE IN TERMS OF ACCESSING AND MESHING WITH THEIR COLLEAGUES IN

OTHER DISCIPLINES. ‘Terry Fulmer, RN, Ph.D, FAAN, NewYork University

A meeting 1o kick off the Geriatric Interdisciplinary

Team Training program began with a poster
session featuring the 13 models under development.
Here, Neville Strumpf, RN., PhuD)., Professor of
Nursing (right) and her colleague, ferry Johnson,
M.D.,, Associate Professor af Medicine (left) at the
University of Pennsylvania explain their plans to
New York University-based Resource Center
leadership (center lefi to vight) Terey Fulmer, RN,
PI.D., FAAN, Muthy Mezey, RN, Ed.D., FAAN,

and Kathryn Hyer, M.P.E, Dr. PA;



Faculty Scholars program, awarded in 1994 and also administered by AFAR,
offers junior faculty development support to scholars doing aging research. The

first cohort of ten Beeson scholars was selected in 1995.

Based upon findings from the Foundation’s Generalist Physician Initiative and
consultation with experts in the field, it was decided to look beyond the physi-
cian. Health services are being re-engineered, as medical care is increasingly
provided in non-hospital settings. This program formalizes the Foundation’s
recognition that successful care of the elderly involves many professionals
whose activities must be carefully articulated to one another. Explicit training
in teamwork, including roles for patients and their caregivers is needed to

produce a successful product.

An ambitious Hartford initiative was launched in 1995 to develop and imple-
ment models of geriatric interdisciplinary team training (GITT) for advanced
practice nurses, masters-level social workers, residents in internal and family
medicine, and other health professionals. Thirteen diverse sites across the
country received planning grants to create gerontologically-oriented team cur-
ricula, coordinate coursework, arrange practicums and mentoring for students,
and conduct meetings and retreats. Plans include selection by the end of 1996

of seven sites to receive three-year grants to implement their programs.

To support the GITT effort, a grant was made to New York University to create
a Resource Center that will, during both the planning and implementation
periods, provide technical assistance and foster cross-site synergy, and act as
an information clearinghouse, even to sites beyond the narrow group selected

to receive awards.



INTEGRATING AND IMPROVING SERVICES FOR ELDERS

THE FOUNDATION’S Hospital Outcomes Program
for the Elderly (HOPE), initiated in 1989, document-

ed and examined the hazards of hospitalization for

frail elders. Good nursing care is critical to the safety
and health of older hospital patients, yet only five
percent of hospital nurses have ever taken a course
in geriatric nursing. A Hartford grant was made
to New York University to support the Nurses

Improving Care to the Hospitalized Elderly program
(NICHE).

NICHE seeks to help hospitals assess and improve their care of the elderly.
Clinical guidelines and protocols to improve nursing management of problems
common among hospitalized elderly—such as sleep disorders, chronic pain,
bed sores, and the use of restraints—will be developed during the three-year

award period.

Even with substantial improvement in certain aspects of hospital care, hospitals
are likely to remain a toxic environment for the elderly. A 1994 award for a pro-
ject at Johns Hopkins Bayview Medical Center found that bringing hospital
care into the home appeared to be both a feasible and preferable alternative to
hospitalization for certain elderly patients. In 1995 a Foundation renewal grant
to support further development of “Johns Hopkins Home Hospital” will test
the safety and efficacy of hospital care at home more intensively, using a larger
population. If successful, the approach could be more broadly replicated in

the future.
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“THE BEAUTY OF THE FOUHDATIUN'S GENERALIST PHYSICIAN PROGRAM IS ITS RECOGNI-
TION THAT PHYSICIANS ('.—\NIT‘ SERVE THE WHOLE RANGE OF PATIENT NEEDS WORKING
ALONE. HERE AT M7, SiNAT IN MiAMI BEACH, OVER ONE THIRD OF OUR PATIENTS ARE
SENTORS. l'll\'S'ICIANS AND NURSE PRACTITIONERS TEAM IN OFFICES, WITH SOCIALWORKERS

NEARBY. WE HOPE TO PROVE THAT TOGETHER, THEY OFFER BETTER CARE AND GREATER

SATISFACTION FOR BOTH PATIENTS AND STAFE.”
vGloria B. ".i”{'inbrrﬂ, M.D., Mount Sinat f'fuspim.’ Center q,f'Grmrfr Miami, Inc.

Robert Furlong, M.D. (left) partners with

Maribel Valmocina, RN, AARN.P., (2nd from right)
to care for a panel of senior patients, including

Vera Varello (right). This project at Mount Sinai
Medical Center of Greater Miami, Inc,, led by
Gloria B. Weinberg, M.D,, (2nd from left) is one of
ninte profects in the Generalist Physician Initiative
which explore the ways that such partnerships can
intprove the effectiveness and affordability of care,

and enhance satisfaction of all involved,







OTHER GRANTS

DEPRESSIVE DISORDERS are associated with
increased morbidity and mortality. A three-year
Hartford award in 1990 to Indiana University sought
to help primary care physicians better identify and
treat depression in their elderly patients.

In 1993, on a parallel program track, the John D. and Catherine T. MacArthur
Foundation began to focus on the recognition and treatment of depression by
primary care physicians, since three-fourths of depressed patients do not seek
treatment from specialist physicians. Late in 1994 MacArthur funded a project,
coordinated at Dartmouth Medical School, to examine current practices in
primary care treatment of depression, assess the therapeutic effectiveness of
alternative treatments, and develop educational interventions for the recognition

and treatment of depression.

Taking advantage of this opportunity to mesh its interests in seniors with the
MacArthur Foundation initiative, Hartford made a 1995 grant to Dartmouth
Medical School, directed specifically ar assessing treatment effectiveness in
depressed older patients through a multi-site randomized controlled trial.
Subsequent application of the study results will be coordinated with

MacArthur’s physician education efforts.

IN ALL, THE HARTFORD FOUNDATION awarded 18 grants in 1995 under

its Aging and Health Program, with commitments totaling $7,852,620.

19



ACADEMIC
GERIATRICS
AND

TRAINING

AGING AND HEALTH GRANTS

Geriatric Interdisciplinary Team Training

Based upon findings from the Foundation's Generalist Physician Initiative
as well as consultation with experts in the field, Hartford decided to inves-
rigate the crucial role played by non-physician professionals in the care of
the elderly. All need to be trained to also work rogether in community and
home settings, as managed care has brought decreased hospital utilization.

In May 1995 the Hartford Trustees approved an initiative to deyelop and
implement models of geriatric interdisciplinary ream training (GITT) for
advanced practice nurses, masters-level social workers, residents ininter-
nal and/or family medicine, and other professionals involved in elder care.

The thirteen planning grants provide diversity in geographic location,
sponsoring organization, clinical setting, elderly patients (from well to
frail), disciplines and planning-year activities. In addition to the core
disciplines, projects include dentistry, pharmacy, business and health
administration, psychologists, physical/speech/occupational therapists,
physician assistants, nutrition and dietetics, and pastoral care.

Planning grant funds will be used to organize and coordinate practicum
experiences and to develop a three-year implementation proposal.
Implementation will require at least 25 percent local support beyond
that requested from the Foundation. A list of awardees follows.

Baylor College of Medicine
Houston, TX

Grant Award: $100,000; 1 year
Starting Date: January 1, 1996

Harvard Medical School
Boston, MA

Grant Award: $100,000; 1 year
Starting Date: January 1, 1996

Henry Ford Health System
Detroit, MI

Grant Award: $100.000: 1 year
Starting Date: January 1, 1996

Kaiser Foundation Hospitals
Pasadena, CA

Grant Award: $100,000: 1 year
Starting Date: January 1, 1996

Mount Sinai Schoaol of Medicine
New York, NY

Grane Award: $100,000; 1 year
Starting Date: January 1, 1996

On Lok, Inc.

San Francisco, CA

Grant Award: $100,000; 1'year
Starting Date: [anuary 1, 1996

Rush-Presbyterian-

St. Luke’s Medical Center
Chicago, [L
Granr Award: $100,000: I year
Starting Date: January 1, 1996

University of Colorado

Denver, CO

Grant Award: $100,000; 1 year
Starting Date: January 1, 1996
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HEALTH CARE COST AND QUALITY

WITH THE FAILURE of the federal health

care reform initiative, community-based
health care purchasing organizations have
taken center stage. The market pressure
caused by employers demanding competi-
tive prices has controlled and even reduced
health care premiums for businesses in

many parts of the United States.
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But cost containment is only

part of the scary Su]llmcertmn

Hartford fnding and others
‘moved forward with market-
based solunans ln'-1995 r.he

to cumplete its mission in this




COMMUNITY HEALTH REFORM

COoMMUNITY HEALTH REFORM is based on four
principles: (1) purchasing the highest quality health
care at the most reasonable cost; (2) measuring the
comparative quality and efficiency of hospitals and
physicians in the community to find the best value;
(3) creating new incentives to provide better value
through the integration of service delivery and the
continuous improvement of quality; and (4) improv-
ing the overall health of the community as well as the
health care delivery system. The Hartford Foundation
was an early supporter of this movement, granting

funds of more than $10.6 million since 1990.

A threat to the success of the Community Health Reform movement is the
inability of local purchasing groups to validly compare the quality of competing
plans and providers. Three Hartford grantees currently provide assistance to
such groups — the National Business Coalition on Health, the Institute for
Health Policy Solutions, and the Community Health Management Information
System (CHMIS) Resource Center, operated by the Foundation for Health
Care Quality. In evaluating their activities and goals, the three organizations
agreed that their most pressing shared concern was to provide more expert

guidance in the area of quality measurement.
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“IN THE EARLY YEARS OF HEALTH REFORM THERE WAS AN EFFORT TO FOCUS STRICTLY ON
CONTAINING COST, BUT COST CONTAINMENT, BY DEFINITION, FOCUSES ON THE SHORT
TERM. SINCE THE LATE 19808, THERE HAS BEEN MUCH MORE EMPHASIS ON IMPROVING
QuartTy. CHMIS 15 ALL ABOUT TRYING TO DEVELOP COST-EFFECTIVE, STANDARDIZED
SOURCES OF INFORMATION THAT ALLOW US TO MEASURE QUALITY. [T'S ONE OF THE MANY
IMPORTANT TOOLS IN THE TOOL KIT THAT THE HARTFORD FOUNDATION HAS DEVELOPED

FOR THE HEALTH CARE INDUSTRY.” s Richard D. Rubin, Foundation for Health Care Quality

As part of the management team for the Health Care
Quality Measurement Advisory Service, (left to right)
Richurd D. Rubin, President and Chief’ Executive
Officer of the Foundation for Health Care Quality,
Sean Sullivan, Chief Exeeutive Officer of the National
Business Coalition on Health and Richard E. Curris,
President of the Institute for Health Policy Solutions,
confer on the issues reluting to the Service, The
Foundation for Health Care Quadity will administer
the Service which is to provide various forms

aof technical assistunce to organizations hoping ta

purchase quality health care for their participunts.




A grant to the Foundation for Health Care Quality in 1995 funds the creation
of the Health Care Quality Measurement Advisory Service, which will enlist
leading experts to guide the quality measurement efforts of these three
grantees’ constituents and other such groups. The service will provide on-site
assistance to the local groups, organize two major national meetings on quality
measurement each year, act as a clearinghouse for information, and publish a

guide on quality measurement methods and vendors.

Hartford continued its support to the National Business Coalition on Health in
1995. Srarted in 1989 by twelve local business groups, the coalition has grown
to become a national leader in the purchaser-led movement. Its over 90 member
groups represent more than 7,000 employers, who are responsible for nearly
35 million lives. Last year, Coalition leaders focused attention on the potential
of such community-based groups for addressing many of the questions raised

in the national health care reform debate.

The Institute for Health Policy Solutions has received Hartford funding since
1992 to assist the development of community-based, consumer-choice pur-
chasing organizations, focusing primarily on the needs of small emplovers. The
demand for this assistance has grown geometrically, and so in 1995 the
Foundation made a renewal grant to sustain the Institute's Health Plan
Purchasing Cooperative Resource Center for four more years. This will enable
the Institute to handle a heavier load of technical assistance and continue to
offer a wide range of information exchange services, meetings, and other

educational activities.

P
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COMMUNITY HEALTH MANAGEMENT INFORMATION SYSTEM

THE NEED FOR ACCURATE information perme-
ates every area of Community Health Reform. The
computer revolution offers great new possibilities
for integrating and delivering health care informa-
tion. But the challenges are also great—gathering
information from many and disparate sources, and
translating that information so it can be useful to a
very diverse audience, from physicians who want to
deliver better care, to consumers who want to make

better choices.

Since 1991 the Hartford Foundation has directed over $16.7 million to support
its Community Health Management Information System (CHMIS) initiative.
CHMIS was conceived with two goals: (1) facilitating the acquisition and analy-
sis of data needed by all health care stakeholders,and (2) improving the efficiency

of the financial and administrative transactions associated with health care.

While the initial vision of the Foundation’s ambitious CHMIS effort has
endured, the methodology has changed in response to dramatic developments
in both health care delivery and networking technology. In some CHMIS sites,
new proprietary information networks developed by emerging giant health

plans have been very successful in gathering and organizing health care data.



The role for CHMIS ar these sites is to establish a “nerwork of nerworks,” to
make sure that the proprietary networks can exchange information among
themselves, and that the community has access to and benefits from that infor-

mation.

Yet any attempt to develop the “health care information highway” will fail if it
does not confront the sensitive issues of privacy and confidentiality. Through a
1995 grant to the Foundation for Health Care Quality, Hartford continues to
support a project, initiated under a contract with the American Civil Liberties
Union and now residing at the Center for Democracy and Technology, to give
the CHMIS sites legal and technical assistance on personal privacy protection.

The Hartford Foundation is winding down its involvement in individual
CHMLIS sites, while continuing to leverage its investment by funding the devel-
opment and dissemination of a variety of tools, such as reports, guides and

educational videos, needed to carry on the mission.

Three final renewal awards were made in 1995 to assist sites implement their
individual CHMIS projects. A three-year grant was given to the Minnesota
Institute for Community Health Information for the implementation of
MedNer, a “network of networks” strategy. This CHMIS site will be one of the

first to demonstrate this adaptation.

The Foundation for Health Care Quality received a three-year award to imple-
ment the Washington State CHMIS. This will also be a “network of networks,’
linking four proprietary health care information nerworks, beginning with the
verification of patients’ eligibility for benefits. Over the course of the grant, a
wide range of capabilities benefiting both the member groups and the general
public will be added.

3[‘ I



Initially, lowa’s CHMIS adhered closely to the Foundation’s original “top-
down” approach, serving as a central data repository. Hartford's 1995 one-year
grant will permit the lowa CHMIS to move closer to a “network of networks”

implementation.

CHMIS has been a bold and risky undertaking that has sought to address a
serious informational deficit by building a far-reaching and comprehensive
information structure. Although everyone appears to agree in principle on the
need o integrate and disseminate information, in practice it can be a very
difficult matter. Yet the CHMIS program as a whole has established exemplary
projects, and has provided leadership and guidance to the nation's emerging
community health information nerworks, including some not receiving direct
support from the Foundation. An experiment that was visionary in its concept,
objectives, and ideals, CHMIS has also proven its flexibility in adapting to a

dramatically changing environment.

IN 1995 THE HARTFORD FOUNDATION awarded eight grants under
its Health Care Cost and Quality Program, with commitments totaling
$9,870,004.
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HEALTH

REFORM

HEALTH CARE COST AND QUALITY GRANTS

Foundation for Health Care Quality
Seattle, WA
Richard D. Rubin

Health Care Quality Measurement Advisory Service

The inability of local purchasing groups to validly compare the quality of
competing plans and providers threatens to undermine the success of the
Community Health Reform Movement. Three Foundation grantees
working on community health reform — the National Business Coalition
on Health, the Institute for Health Policy Solutions, and the CHMIS
Resource Center, operated by the Foundation for Health Care Quality
(FHCQ) — agreed that their most pressing shared concern was to provide
more expert guidance in the area of quality measurement. The Health
Care Quality Measurement Advisory Service will tap leading experts to
guide such efforts. The Service, operated by the FHCQ, under a manage-
ment committee of the three sponsors, will provide: (1) on-site assistance
to the local groups, including introductory training on quality measure-
ment methods and help in planning quality measurement projects and in
selecting appropriate vendors; (2) two major national meetings on quality
measurement each year; (3) an informarion clearinghouse on quality
measurement methods and vendors; and (4) a guide to selection of quality
measurement vendors.

Grant Award: $2,552,170; 3 years
Starting Date: January 1, 1996

Institute for Health Policy Solutions
Washington, DC
Richard E. Curtis

Health Plan Purchasing Cooperative Resource Center

In 1992 the Hartford Trustees approved a one-year grant to the Institute
for Health Policy Solutions to assist the development of community-
based purchasing organizations, focusing primarily on needs of small
employers. With renewal support in 1993, the Institute continued to
provide hands-on assistance to sites pursuing market reform through
health-purchasing cooperatives, including organizations formed by small
and large employers and hybrids designed for both groups. Due to a
geometric growth in the demand for assistance, the Foundation accelerat-
ed expenditures under the 1993 grant and made a renewal grant in1995
to sustain the Institute for four more years. This will enable it to handle a
heavier load of technical assistance than is now possible, and continue to
offer a variety of services.

Grant Award: $2,588,481; 4 years
Starting Date: May 1,1995
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FINANCIAL REPORTS




FINANCIAL SUMMARY

THE ANNUAL FINANCIAL STATEMENTS, which have been
audited by Owen J. Flanagan & Co., appear on pages 39 to 55.

On December 31, 1995, the Foundation’s assets were $384.3 million, an increase of $58.5
million for the year after cash payments of $18.0 million for grants, expenses and Federal
excise tax. Total return on the investments, income plus realized and unrealized capital
gains, was 24.7 percent. In 1995 revenues totaled $11.5 million, a yield of approximately

3.0 percent for the year.

The Foundation’s investment objective continues to be securing maximum long-term total
return on its investment portfolio in order to maintain a strong grants program, while

assuring continued growth of our assets ata level greater than the rate of inflation.

Recognizing that this goal has historically been hard to achieve through investments in the
traditional asset classes alone, in 1995 the Foundation increased its investments in venture
capital and private equity through new commitments to several comingled funds. At the
end of 1995 the Foundation’s asset mix was 70 percent equiries, 26 percent fixed income

and a combined 4 percent in venture capital and real estate funds.

As of December 31, 1995 the Foundation’s investments were managed by Capiral
Guardian Trust Company, Towneley Capital Management, Sound Shore Management,
Morgan Stanley Asset Management, William Blair & Co. and T. Rowe Price Associates.
In addition, the Foundation is an investor in the Oak Investment Partners 111 and VI,
Brentwood Associates [V and VI, Mayfield V, Middlewest Ventures I1, Tullis-Dickerson
Capital Focus and William Blair Capital Partners V venture capital limited partnerships.
Also included with these venture capital investments are the Foundation’s limired
partnership interests in the GE Investment Partners I and Brentwood Associates Buyout
Fund II private equity funds. Real estate investments consist of funds managed by TA
Associates Realty and Heitman/JMB Advisory Corporation. The Finance Committee and
the Board of Trustees meet regularly with each of the investment managers to review their
performance and discuss current investment policy. The Chase Manhattan Bank, N.A. is
custodian for all the Foundation's securities. A complete listing of investments is available

for review at the Foundartion offices.
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Exhibit A

As Restated
The John A.Hartford Foundation, Inc. (Note 8]
Balance Sheets December 31, 1995 and 1994 1995 1994
Assets
Cash in operating accounts % 2084 % 7.712
Interest and dividends receivable 1,879,542 1,566,031
Prepayments and deposits 49,370 26,741
1,930,996 1,600,484
Investments, at market or adjusted cost
(Notes 2 and 3)
Short-term cash investments 31,967,539 18,273,859
Stocks 264,520,525 227,646,380
Long-term bonds 68,761,327 61,997 415
Venture capital partnerships 6,986,273 5.788.823
Real estate pooled funds 8,142,382 7,758,089
Total Investments 380,378,046 321,464,566
Program loan receivable = 625,657
Office condominium, furniture and equipment
(net of accumulated depreciation of
$2,038,0539in 1995 and $1,895,590 in 1994) 1,970,853 2,132,773
Total Assets $384,279,805  $325,823 480
Liabilities and Net Assets
Liabilities:
Grants payable (Note 2)
Current 8 9378955 & 7,188,164
Non-current (Note 7) 14,486,864 12,833,208
Accounts payable 508,095 416,873
Deferred Federal excise tax (Note 2) 609,317 239,388
Toral Liabilities 24,983,231 20,677,633
Net Assets-Unrestricted
Board designated (Note 2) 1,882,431 1,975,249
Undesignated 357,414,233 303,170,598
Total Net Assets (Exhibit B) 359,296,664 305,145,847
Total Liabilities and Net Assets $384,279.895  $325,823,480

The accampanying notes to financial statements are an integral part of these statements,



Exhibit B

The John A. Hartford Foundation, Inc.

Statements of Revenues, Grants and Expenses As Restaled
and Changes in Net Assets (Note 8)
Years Ended December 31, 1995 and 1994 1995 1994
Revenues
Dividends and partmership earnings § 4330017 & 4,087,292
Long-term bond interest 5.815,384 4.810.010
Short-term investment earnings 1,364,441 1,177,707
Tortal Revenues 11,509,842 10,075,009
Grants and Expenses
Grant expense (less cancellations and
refunds of $941,288 in 1995 and
$365,216 in 1994) 18,327,969 20,654.239
Foundation-Administered Projects 157,030 317,254
Grant-related direct expenses 80,983 82,217
Federal excise tax on net investment
income (Note 2) 97,250 84,105
Investment fees 1,649,631 1,577,084
Personnel salaries and benefits (Note 6) 1,138,673 1,078,248
Office and other expenses 619,045 547,248
Depreciation 198,465 195,129
Professional services 164,035 88,392
Total Grants and Expenses 22,433,081 24,623,916
Excess (deficiency) of revenues
over grants and expenses (10,923,239) (14,548,907)
Net Realized and Change in Unrealized
Gain on Securites Transactions (Note 3) 65.074,056 (5.649,980)
Increase (Decrease) in Net Assets 54,150,817 (20,198,887)
Net Assets, beginning of year 305,145,847 325,344,734
Net Assets, End of Year (Exhibit A) $359,296,664  $305,145,847

The accompanying notes to financial statements are an integral part of these statements.
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Exhibit C

The John A. Hariford Foundation, Inc.
Statements of Cash Flows

Years Ended December 31,1995 and 1994 1995 1994
Cash Flows Provided (Used)
From Operating Activities
Interest and dividends received $ 10,797,923 $ 9,877,050
Cash distributions from venture capital
partnerships and real estate pooled funds 1,453,960 615,091
Grants and Foundation-Administered projects
paid (net of refunds) (14,006,609) (13,677,717)
Program loan repayments o 22,649
Expenses and Federal excise tax paid (3.976,695) (3,899,426)
Net Cash Flows Provided (Used) By
Operating Activities (5,731.421) (7.062.353)
From Investing Activities
Proceeds from sale of investments 326,973,080 284,637,980
Purchases of investments (308,067,507) (277,299,221)
Purchase of fixed assets (36,545) (13,312)
Net Cash Flows Provided By Investing Acrivities 18,869,028 7,325,447
Net Increase in Cash and Cash Equivalents 13,137,607 263.094
Cash and equivalents, beginning of year 18,342,351 18,079,257
Cash and equivalents, end of year $ 31,479,958  § 18,342,351
Reconciliation of Increase (Decrease) in Net Assets
to Net Cash Used by Operating Activities
Increase (Decrease) in Net Assets $ 34,150,817  $(20,198,887)
Adjustment to reconcile increase (decrease) in net
assets to net cash used by operating activities:
Depreciation 198,465 195,129
Decrease (increase) in interest and dividends
receivable (313,511) 82,588
Decrease (increase) in prepayments and deposits
(net of prepaid Federal excise tax) (11,264) 75.247
Decrease in program loan receivable 625,657 22,649
Increase in grants payable 3,844,447 7,225,652
Decrease (increase) in accounts payable 91,222 (232.938)
Net realized and change in unrealized gain on
securities transactions (65,074,056) 5,649,980
Other 756,802 118,227

§ (5731.421)

$ (7,062,353)




Exhibit C

The John A. Hartford Foundation, Inc.

Statements of Cash Flows
Years Ended December 31, 1995 and 1994 1995 1994
Supplemental Information:
Detail of other:
Venture capital partnerships and real
estate pooled funds:
Cash distributions $ 1,453,960 $ 615,091
Less: reported income 398,408 280,548
1,055,552 334,543
Federal excise tax expense 97,250 84,105
Less: Federal excise taxes paid 396.000 300421
Excess (tax on realized gains and change in prepaid) (298,750) (216,316)
Total - Other $ 756,802 $ 1183227
Composition of Cash and Equivalents:
Cash in operating accounts $ 2,084 $ 7.712
Short-term cash investments 31.967.539 18,273,859
Unrealized (gain) loss on forward currency
contracts (489,665) 60,780
$31,479,958 $18,342,351

The accompanying notes to financial statements are an integral part of these statements.
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Exhibit D

The John A. Hartford Foundation, Inc.
Notes to Financial Statements December 31, 1995 and 1994

1. Purpose of Foundation

The John A. Hartford Foundation was established in 1929 and originally funded with bequests from its

founder, John A. Hartford, and his brother, George L. Hartford. The Foundation supports efforts to improve
health care in America through grants and Foundarion-Administered Projects.

2. Summary of Significant Accounting Policies

Method of Accounting
The accounts of the Foundation are maintained, and the accompanying financial statements have been
prepared, on the accrual basis of accounting.

The preparation of financial statements in conformity with generally accepted accounting principles requires
management to make estimares and assumptions that affect the reported amounts of assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

All net assets of the Foundation are unrestricted.

Investments

Investments in marketable securities are stated at quoted market prices. Investments in venture capital and
real estate partnerships or REITs, are carried at cost adjusted annually for the Foundation's share of
distributions and undistributed realized income or loss; cost is also adjusted for overall unrealized losses of
any group of such entities. Realized gains and losses from the sale of marketable securities are recorded by
comparison of proceeds to cost determined under the average cost method.

Grants

The liability for grants payable is recognized when specific grants are authorized by the Board of Trustees
and the recipients have been notified. Annually the Foundation reviews its estimated payment schedule of
long-term grants and discounts the grants payable to present value using the prime rate as quored in the Wall
Street Journal at December 31 to reflect the time value of money. The amount of the discount is then
recorded as designated net assets,

Definition of Cash
For purposes of the statements of cash flows, the Foundation defines cash and equivalents as cash and short-
term cash investments. Short-term cash investments are comprised of foreign denominated cash, master

notes and discounted short-term notes. Short-term cash investments also include the unrealized gain or loss
of open foreign currency forward contracts.

Tax Status

The Foundation is exempt from Federal income taxes under Section 501(c)(3) of the Internal Revenue Code
and has been classified as a “private foundation.” The Foundation is subject to an excise tax on net
investment income at either a 1 percent or 2 percent rate depending on the amount of qualifying
distributions. For 1995 and 1994 the Foundarion's rate was | percent.

Deferred Federal excise taxes payable are also recorded on the unrealized appreciation of investments using
the current year's excise tax rate,

The Foundation intends to distribute at least $17,100,306 of undistributed income in grants or qualifying
expenditures by December 31, 1996 to comply with Internal Revenue Service regulations.

Fixed Assels

The Foundation’s office condominium, furniture and fixtures are capitalized at cost. Depreciation is
computed using the straight-line method over the estimated useful lives of the assets (office condominium-
2() years; office furniture and fixtures-5 years).
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Exhibit D

The John A. Hartford Foundation, Inc.
Notes to Financial Statements December 31, 1995 and 1994

3. Investments
The net gain on investments in 1995 is summarized as follows:
Quoted
Cost Market Price Appreciation

Balance, December 31, 1995 $319,446,334  $380,378,046 $60931,712
Balance, December 31, 1994 $297,525816  $321.464,566 $23,938,750
Increase in unrealized appreciation

during the year, net of increased

deferred Federal excise tax of $369,929 $36,623,033
Realized gain, net of provision for

Federal excise tax of $287,385 28,451,023
Net realized and change in unrealized

gain on securities transactions $65,074,056

Receivables and payables on security sales and purchases pending settlement at December 31, 1995 and
1994 were as follows:

1995 1994
Proceeds from sales and distributions $4.918,421 $ 705940
Payables from purchases (7.606,265) (8,863,276)
Net cash pending settlement $(2,687,844) $(8,157,336)

The net amounts have been included with short-term cash investments in the accompanying balance sheet.

The Foundation is a participant in ten venture capital limited partnerships. As of December 31, 1995,
$12,643,900 had been invested in these partnerships and future commitments for additional investment
aggregated $13,156,100.

Real estate investments included one limived partnership and three real estate investment trusts, The
Foundation had invested $8,640,000 at December 31, 1995 and future commitments for additional
investment aggregated $360,000.

4. Foreign Currency Forward Contract Commitments

The Foundation uses foreign currency forward contracts as a hedge against currency fluctuations in foreign
denominated investments. At December 31, 1995 the Foundation’s foreign currency forward sale and
purchase contracts totaled $4,404,315. Total foreign denominated investments at the same date were
$45.285,416.

5. Office Condominium, Furniture and Equipment
At December 31, 1995 and 1994 the fixed assets of the Foundation were as follows:

1995 1994

Office condominium 83,616,815 83,616,815

Furniture and equipment 392,097 411,548

4,008,912 4,028,363

Less: Accumulated depreciation 2,038,059 1,895,590
Office condominium, furniture

and equipment, net $1,970,853 $2,132,773
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Exhibit D

The John A. Hartford Foundation, Inc.
Notes to Financial Statements December 31, 1995 and 1994

6. Pension Plan

The Foundation has a defined contribution retirement plan covering all eligible employees under which the
Foundation contributes 14 percent of salary for employees with at least one year of service. Pension expense
under the plan for 1995 and 1994 amounted to $104,507 and $102,951, respectively. The Foundation also
incurred additional pension costs of approximately $35,000 in 1995 and 1994 for payments to certain
retirees who began employment with the Foundation prior to the initiation of the formal retirement plan.

7. Grants Payable
The Foundation estimates that the non-current grants payable as of December 31, 1995 will be disbursed

as follows:

1997 $ 9,622,440

1998 5,127,675

1999 1,535,318

2000 83,862

16,369,295

Discount to present value 1,882,431
$14.486.864

The amount of the discount to present value is calculated using the prime rate as quoted in the Wall Street
Journal. For 1995 and 1994 the prime rate was 8.5 percent.

8. Restatement

During 1995, the Foundation implemented Statement of Financial Accounting Standards No. 116 regarding
accounting for grants made. This Statement requires that long-term grants payable be shown at fair value
taking into account the time value of money. As a result of this new accounting policy, the net assets as of
January 1, 1994 have been increased by $382,181. The new accounting policy also resulted ina $1,593,068
decrease in grant expense in 1994 and a $92,818 increase in 1995.



SUMMARY OF ACTIVE GRANTS

AGING AND HEALTH

Acodemic Geriatrics and Trdining




100,000

100,000

1,549,981




100,000

100,000




Integrating ‘and Improving Services For Elders







Aging and Health—Other

HEALTH CARE COST AND QUALITY

Community Health Reform




Community Health Managemen
Information System [CHMIS)




New York Fund



Other




Foundation-Administerad Prajects

Addilional Aclive Grants




APPLICATION PROCEDURES

ORGANIZATIONS SEEKING grant awards from
the Foundation may submit proposals at any time.
No formal application forms are required. Proposed
projects should be consistent with the Foundation’s
interests and within the scale of other Foundation

supported activities, as described in this Report.

Within each program area, preference is given to projects that seek to demonstrate and
evaluate specific innovative solutions to clearly defined problems. There also is a pref-
erence for projects that, if successful, can serve as models for other organizations or
decision-makers facing similar problems. Support is not provided for general research
or for general activities not clearly linked to specific objectives. Foundation support

rarely is provided for longer than three years.

Those seeking support should submit a brief letter describing the proposed project.
However, if a project is adequately described in a prepared proposal, the Foundation

will accept the proposal for review without further introduction.

Project descriptions and proposals should be concise and should outline: the nature
and importance of the problem to be addressed; the specific solution to be designed or
evaluated; how the proposed solution differs from other projects addressing the same
problem; what the unique contributions of the project are anticipated to be; the criteria
for measuring the project’s success; the relevant experience and expertise of the per-
sons and organizations proposing to conduct and sponsor the project; and a budget

showing the funds required.
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The Foundation normally makes grants only to two types of organizations in the
United States: those having tax exempt status under Section 501(c)(3) of the Internal
Revenue Code which are not private foundations within the meaning of Section 509(a)
of the Code, and States or political subdivisions thereof within the meaning of Section
170(c)(1) of the code, or state colleges or universities. The Foundation does not make

grants to individuals.

Initial inquiries should be made at least six months before funding is needed. The pro-
posed project will be reviewed by members of the Foundation’s staff and possibly by
outside reviewers. Those submitting proposals will be notified of the results of this

review in approximately one month and may be asked to supply additional information.

Program-Related Investments

The Foundation sometimes provides conventional financing on a loan, guarantee, or
equity basis to organizations working in its program areas. Organizations conducting
work in the Foundation’s program areas are encouraged to inquire about the possibility

of a program-related investment.

Further Information

Inquiries about the Foundation’s programs should be addressed to:

Executive Director

The John A. Hartford Foundation, Inc.
55 East 59th Street

New York, NY 10022

Phone: (212) 832-7788

Fax: (212) 593-4913

Email: mail@jhartfound.com
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