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Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

PUBLIC NOTICE
CITY OF ALAMEDA HEALTH CARE DISTRICT
BOARD OF DIRECTORS

AGENDA
Monday, October 4, 2010 — 6:00 p.m.
Location: Alameda Hospital (Dal Cielo Conference Room)
2070 Clinton Avenue, Alameda, CA 94501

Office of the Clerk: (510) 814-4001

Regular Meeting

Members of the public who wish to comment on agenda items will be given an opportunity before or during the consideration
of each agenda item. Those wishing to comment must complete a speaker card indicating the agenda item that they wish to
address and present to the District Clerk. This will ensure your opportunity to speak. Please make your comments clear and
concise, limiting your remarks to no more than three (3) minutes.

l. Call to Order (6:00 p.m. — 2 East Board Room) Jordan Battani
Il. Roll Call Kristen Thorson
[I. Adjourn into Executive Closed Session

V. Closed Session Agenda

A. Approval of Closed Session Minutes

B. Medical Executive Committee Report and Approval of H & S Code Sec. 32155
Credentialing Recommendations

C. Board Quality Committee Report (BQC) H & S Code Sec. 32155

D. Consultation with Legal Counsel Regarding Pending Litigation Gov't Code Sec. 54956.9(a)

E. Discussion of Pooled Insurance Claims Gov't Code Sec. 54956.95

F. Instructions to Bargaining Representatives Regarding Salaries, Gov't Code Sec. 54957.6
Fringe Benefits and Working Conditions

G. Discussion of Report Involving Trade Secrets H & S Code Sec. 32106

1. Discussion of Hospital Trade Secrets applicable to development of
new hospital services, programs and facilities. No action will be taken

2. Discussion of Hospital Trade Secrets applicable to development of
new hospital services, programs and facilities. No action will be taken

3. Discussion of Hospital Trade Secrets applicable to development of
new hospital services, programs and facilities. No action will be taken.



V. Reconvene to Public Session (Expected to start at 7:30 p.m. — Dal Cielo Conference Room)

A. Announcements from Closed Session Jordan Battani

VI. Consent Agenda

A. Approval of September 13, 2010 Regular Meeting Minutes ACTION ITEM [enclosure] (PAGES 3-15)
B. Acceptance of August 31, 2010 Financial Statements ACTION ITEM [enclosure] (PAGES 16-35)

C. Approval of 2009-2013 Goals and Objectives — FYE 2011 Update AcTioN ITEM

VII. Reqular Agenda

A. President’s Report Jordan Battani

1) Announcement of Special Board Meeting Scheduled for
October 11, 2010

B. Finance and Management Committee Report
1) Committee Report — September 29, 2010 Jordan Battani
2) FY 2010 Audit Report ACTION ITEM [enclosure] (PAGES 36-64) Rick Jackson, CPA

C. Chief Executive Officer's Report

1) Approval of 2011 Executive Performance Metrics Deborah E. Stebbins
ACTION ITEM
2) Approval of Plan to Mitigate Wage Roll-Back for Non Deborah E. Stebbins

Represented and Exempt Employees for FY 2010 acTion
ITEM [enclosure] (PAGES 65-66)

3) Follow-Up on Board President’s Report of September Deborah E. Stebbins
13, 2010 Regarding City of Alameda

4) Monthly Statistics

D. Community Relations and Outreach Report

1) Committee Report — September 28, 2010 Robert Bonta
E. Medical Staff President Report Alka Sharma, MD
VIIl. General Public Comments

IX. Board Comments

X. Adjournment

City of Alameda Health Care District
Agenda —October 4, 2010
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Alameda Hospital
July 2010 Management Discussion and Analysis

ALAMEDA HOSPITAL

MANAGEMENT DISCUSSION AND ANALYSIS
AUGUST, 2010

The management of the Alameda Hospital (the “Hospital™) has prepared this discussion and analysis in order to
provide an overview of the Hospital’s performance for the period ending August 31, 2010 in accordance with the
Governmental Accounting Standards Board Statement No. 34, Basic Financials Satements, Management’s
Discussion and Analysis for Sate and Local Governments. The intent of this document is to provide additional

information on the Hospital’s financial performance as a whole.

Financial Overview as of August 31, 2010

Gross patient revenue for the month of August was less than budget by $506,000 or 2.4%. Inpatient revenue was
less than budgeted by 1.9% and outpatient revenue was 3.3% less than budgeted for the month. However, on an
adjusted patient day basis gross patient revenue was only 0.8% less than budgeted at $5,310 compared to a budgeted
amount of $5,352 for August.

Total patient days for the month were 2,619 compared to the prior month’s total patient days of 2,486 and the prior
year’s 2,542 total patient days. The average daily acute care census was 29.1 compared to a budget of 28.9 and an
actual average daily census of 26.7 in the prior month; the average daily Sub-Acute census was 33.5 versus a budget
of 33.5 and 32.7 in the prior month and the Skilled Nursing program had an average daily census of 21.9 versus a
budget of 23.0 and prior month census of 20.6, respectively.

Emergency Care Center (ECC) visits were 1,450 or 4.6% less than the budgeted 1,520 visits and were 6.5% less than
the prior year’s visits of 1,550.

Total surgery cases exceeded budgeted expectations for the month at 229 cases versus the budgeted 198 cases. The
current month’s surgical volume was 44% greater than the same month prior year’s 159 cases.

Outpatient registrations were 8.7% below budgeted targets at 2,172.

Combined excess expenses over revenue (loss) for August was $127,000 versus a budgeted excess of revenues over
expenses (profit) of $149,000. This brings our year-to-date loss to $314,000 versus a budget profit of $278,000.

» Total assets increased by $309,000 from the prior month as a result of an increase in current assets of $319,000,
a decrease in net fixed assets of $22,000 and an increase in restricted contributions of $12,000. The following
items make up the increase in current assets:

» Total unrestricted cash and cash equivalents for August decreased by $325,000. This decrease was primarily the
result of the use of one twelfth of the parcel tax revenues to cover current month operating expenses. As a result
day’s cash on hand decreased to 9.2 at August 31, 2010 from July’s 11.1 days.

» Net patient accounts receivable increased in August by $731,000 compared to increase of $205,000 in July.
Day’s in outstanding receivables increased to 66.7 in August from 65.7 at July 31, 2010. This increase inday’s
outstanding was primarily the result of an increase in gross accounts receivable of $1,709,000 resulting from the
increase in inpatient acute care activity versus the prior month. Cash collections in August totaled $4.3 million
compared to $4.7 million in July.

» Other assets decreased by $106,000 primarily as a result of a decrease in other receivables of $109,000. The net
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decrease in other receivables was the result of several items which included:
0 The receipt of $292,000 of parcel tax funds related to the 2009/2010 parcel tax revenues decreased
the other receivable amount in August.
0 The accrual of $180,000 for the estimated 2010/2011 intergovernmental transfer that is expected
during the fiscal year increased the other receivable balance in August.
0 Theuse of $28,000 of accrued forfeiture amounts to offset required pension contributions decreased
the other receivable balance in August.

= Total liabilities increased by $423,000 compared to a decrease of $668,000 in the prior month. This increase in the
current month was the result of the following:

» Accounts payable and accrued expenses increased by $609,000 while payroll and accrued expenses increased by
an additional $337,000. As a result of this increase of $946,000, the average payment period increased in
August to 64.6 from 60.0 as of July 31, 2010.

» Payroll and benefit related accruals increased by $337,000 from the prior month. This increase was primarily
the result of an increase in accrued payroll and related payroll tax accruals of $416,000 offset by a reduction in
accrued time off of $110,000.

» Other liabilities decreased by $478,000 of the amortization of one month’s deferred revenue related to the
2010/2011 parcel tax revenues.
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Volumes

The combined actual daily census was 84.5 versus a budget of 85.4. The current months slightly lower than budgeted
census was the result of lower than budgeted census in the skilled nursing unit which as 4.8% below budgeted
expectations. The acute care program was slightly better than budget by 0/6% with an average daily census of 29.1
versus the budgeted 28.9. The Sub-Acute program was equal to budgeted expectations with an average daily census
of 33.5. In the Skilled Nursing unit the average daily census was 4.6%% lower than budgeted with an average daily
census of 21.9 versus a budgeted census of 23.0.

Total patient days in August were only 1.1% less than budgeted and were 3.0% greater than prior year volumes. The
graph below shows the total patient days by month for fiscal year 2011.

Total Patient Days

3,100

2,900

2,700 = 7 / Q
2
8 O
£ 2500 ~
o2,
® D \ / \
a

2,300 \V4

2,100

1,900

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
== Actual- 2010-2011 O=Budget-2010-2011 ™= =prior Year - 2009-2010

The various inpatient components of our volumes for the month of August are discussed in the following sections.

Acute Care

The acute care patient days were 0.6% (5 days) greater than budgeted and were 1.3% greater than the prior year’s
average daily census of 28.7. The acute care program was comprised of Critical Care Unit (3.9 ADC, 7.6%
unfavorable to budget), Definitive Observation Unit (8.9 ADC, 20.2% unfavorable to budget) and Med/Surg Units
(16.2 ADC, 20.0% favorable to budget). The graph on the following page shows the inpatient acute care census by
month for the current fiscal year.
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I npatient Acute Care Average Daily Census
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The average length of stay (ALOS) increased from that of the prior month to 4.4 days for the month of August versus
the budgeted FY 2011 average of 3.75. The graph below shows the month ALOS by month and the budgeted ALOS
for fiscal year 2011.
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Sub-Acute Care

The Sub-Acute program patient days were equal to budgeted projections with an average daily census of 33.5 for the
month of August. The graph on the following page shows the Sub-Acute programs average daily census for the
current fiscal year as compared to budget and the prior year.
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Sub-Acute Care Average Daily Census
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Skilled Nursing Care

The Skilled Nursing Unit (South Shore) patient days were 4.8% or 33 patient days less than budgeted for the month
of August. Comparing performance to the prior year this program was slightly greater than August 2009 with an
average daily census of 21.9 versus 19.7. The following graph shows the Skilled Nursing Unit average daily census
as compared to budget and the prior year by month.
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Emergency Care Center (ECC)

Emergency Care Center visits in August totaled 1,450 and were 4.6% less than budgeted for the month and 15.2% of
these visits resulted in inpatient admissions versus 16.5% in July. In August there were 280 ambulance arrivals
versus 271 in the prior month, an increase of 3.3%. Of the 273 ambulance arrivals in the current month 154 or
55.0% were from Alameda Fire Department (AFD) ambulances. This much lower percentage of AFD ambulance
arrivals than has previously been reported was the result of a correction to the report used to gather this data by ECC
staff as the report was not including all non AFD ambulances that were received by the ECC. The corrected data
indicates that on average the AFD ambulances account for approximately two-thirds of the total ambulance arrivals
to the ECC. The graph below shows the Emergency Care Centers average visits per day for fiscal year 2011 as
compared to budget and the prior year performance.

Emergency Care Center Visits per Day
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Surgery
Surgery cases were 229 versus the 198 budgeted and 159 in the prior year. In August, surgery cases increased over

the prior month by 26.5%. The increase of 48 cases over the prior month was the result of an increase 46 outpatient
cases. Inpatient and outpatient cases totaled 55 and 174 versus 52 and 129 in July, respectively. The increase from
the prior month was driven by increases in Ophthalmology cases (30) and Gl cases (24). These increases were offset
by decreased in General Surgical cases (5).

The graph on the following page shows the number of inpatient and outpatient surgical cases by month for fiscal year
2011.
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Surgical Cases
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I ncome Statement

Gross Patient Charges

Gross patient charges in August were less than budgeted by $506,000. This unfavorable variance was comprised of
unfavorable variances of $262,000 and $244,000 in inpatient and outpatient revenues respectively. On an adjusted
patient day basis total patient revenue was $5,310 versus the budgeted $5,352 or a slightly unfavorable variance of
0.6% from budget for the month of August.
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Payor Mix

Combined inpatient and outpatient acute care Medicare and Medicare Advantage total gross revenue in August made
up 53.8% of the months total gross patient revenue. Combined Medicare revenue was followed by HMO/PPO
utilization at 22.8%, Medi-Cal Traditional and Medi-Cal HMO utilization at 11.8% and self pay at 8.1%. The graph
below shows the percentage of gross revenues generated by each of the major payors for the current month and fiscal

year to date as well as the current months estimated reimbursement for each payor for the combined inpatient and
outpatient acute care services.

Combined Acute Care Services Payor Mix
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The inpatient acute care current month gross Medicare and Medicare Advantage charges made up 65.6% of our total
inpatient acute care gross revenues followed by HMO/PPO at 12.8%, Medi-Cal and Medi-Cal HMO was 10.1% and
self pay comprised 8.4% of gross inpatient acute care revenue. The hospitals overall Case Mix Index (CMI)
decreased to 1.3537 from 1.4619 in the prior month while the Medicare CMI decreased over the prior month from
1.6959 in July to 1.4176 in August. In August there was one (1) outlier case in the month. The overall Medicare
reimbursement declined to 24.6% in August versus 25.6% in July as a result of the decline in level of patient acuity

during the month of August. The graph on the following page shows the CMI for the hospital during the current
fiscal year as compared to the prior three fiscal years.
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Case Mix Index Comparison
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The overall net inpatient revenue percentage increased slightly from the prior month to 21.7% in August versus
21.2% in July despite the change in the Medicare acuity levels and increased Medi-Cal and self pay revenues. The
graph below shows inpatient acute care current month and year to date payor mix and current month estimated net
revenue percentages for fiscal year 2011.

I npatient Acute Care Payor Mix
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The outpatient gross revenue payor mix for August was comprised of 37.7% HMO/PPO, 36.6% Medicare and
Medicare Advantage, 14.3% Medi-Cal and Medi-Cal HMO, and 7.6% self pay. The graph below shows the

current month and fiscal year to date outpatient payor mix and the current months estimated level of
reimbursement for each payor.

Outpatient Services Payor Mix
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DOCurrent Month [=hg1v]

In August the Sub-Acute care program again was dominated by Medi-Cal utilization of 73.5% versus 73.2% in July.

The graph on the following page shows the payor mix for the current month and fiscal year to date and the current
months estimated reimbursement rate for each payor.
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I npatient Sub-Acute Care Payor Mix
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In August the Skilled Nursing program was again comprised primarily of Medi-Cal at 52.9% and Medicare at 39.9%.

The graph below shows the current month and fiscal year to date skilled nursing payor mix and the current months
estimated level of reimbursement for each payor.

I npatient Skilled Nursing Payor Mix
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Deductions from Revenue
Contractual allowances are computed as deductions from gross patient revenues based on the difference between
gross patient charges and the contractually agreed upon rates of reimbursement with third party government-based
programs such as Medicare, Medi-Cal and other third party payors such as Blue Cross. In the month of August
contractual allowances, bad debt and charity adjustments (as a percentage of gross patient charges) were 75.5%
versus the budgeted 75.6%.

Net Patient Service Revenue

Net patient service revenues are the resulting difference between gross patient charges and the deductions from
revenue. This difference reflects what the anticipated cash payments the Hospital is expecting to receive for the
services provided. The graph on the following page shows the level of reimbursement that the Hospital has estimated
for fiscal year 2011 by major payor category.

Average Reimbursement % by Payor
August
FY 2011 Year-to-Date
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Total Operating Expenses

Total operating expenses were greater than the fixed budget by $189,000 or 3.4%. On an adjusted patient day basis,
our cost per adjusted patient day was $1,470 which was $70 per adjusted patient day unfavorable to budget. This
variance in expenses per adjusted patient day was primarily the result of an unfavorable variance in supply costs
experienced in the month of August. The graph on the following page shows the hospital operating expenses on an
adjusted patient day basis for the 2011 fiscal year by month and is followed by explanations of the significant areas
of variance that were experienced in the current month.
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Dollars
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Salary and Registry Expenses
Salary and registry costs combined were unfavorable to the fixed budget by $158,000 and were unfavorable to
budgeted levels on a per adjusted patient day basis in July by $52. The current month’s unfavorable variance in
salary costs was comprised of unfavorable variances of $69,000 and $88,000 in productive and non-productive
salary costs. On an adjusted occupied bed basis, productive FTE’s were unfavorable to budget by 2.8%at 2.9 FTE’s
versus the budgeted 2.8 FTE’s. The graph below shows the productive and paid FTE’s per adjusted occupied bed for
FY 2011 by month and year to date.
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In looking at the productive and non-productive components the productive variance was primarily related to

nursing cost centers (CCU, DOU and 3 West) and accounted for $49,000 of the $69,000 unfavorable variance.
In reviewing this with nursing management it was determined that in addition to overstaffing in various nursing
departments that additional staffing had been used for administrative functions. Effective immediately nursing
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managers will be reviewing staffing coverage by shift to ensure that staffing levels are more effectively adjusted
to required staffing levels on the units.

Non-productive salary costs were over budget by $88,000 on a departmental level. However, this particular line
item does not include the adjustment for utilization of paid time off. Had this adjustment been reflected against
this line item the variance would have been a favorable variance of $22,000.

Benefits

Benefits were favorable to the fixed budget by $154,000 or 17.6%. On an adjusted patient day basis benefits
were favorable to budget by $35 or 16.3%. This favorable variance was primarily the result of the utilization of
paid time off which resulted in a favorable variance from budget of $110,000 in accrued time off benefits.
Additionally, group health and worker’s compensation benefit costs were lower than budgeted by $51,000 and
$25,000, respectively. These favorable variances were offset by unfavorable variances in retirement plan
contributions and payroll tax costs of $29,000 and $18,000, respectively.

Supplies

Supply costs were $186,000 unfavorable to the fixed budget and were $50 unfavorable to budget on an adjusted
patient day basis. The primary cause of the unfavorable variance from the fixed budget was from unfavorable
variances of $74,000 and $100,000 in surgical supplies and pharmacy supplies, respectively.

In the surgical supply category the unfavorable variance was primarily the result of greater than budgeted
utilization of prosthesis supplies which were $84,000 greater than budgeted. While inpatient orthopedic cases
are relatively equal to the prior year average, the year-to-date average number of outpatient cases has increased
by 80% over the prior year.

In the pharmacy component of supplies expense pharmaceutical costs were higher than budgeted as a result of
increased utilization of pharmaceuticals in the inpatient and outpatient IVT programs. Inpatient programs
generated an additional $128,000 of patient charges while the IVT program generated an additional $133,000 of
patient charges.

The following pages include the detailed financial statements for the two months ended August 31, 2010, of fiscal
year 2011.
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Discharges:
Total Acute
Total Sub-Acute
Total Skilled Nursing

Patient Days:
Total Acute
Total Sub-Acute
Total Skilled Nursing

Average Length of Stay
Total Acute

Average Daily Census
Total Acute
Total Sub-Acute
Total Skilled Nursing

Emergency Room Visits
Outpatient Registrations
Surgery Cases:

Inpatient
Outpatient

Kaiser Inpatient Cases
Kaiser Eye Cases
Kaiser Outpatient Cases

Total Kaiser Cases
% Kaiser Cases

Adjusted Occupied Bed
Productive FTE

Total FTE

Productive FTE/Adj. Occ. Bed

Total FTE/ Adj. Occ. Bed

ALAMEDA HOSPITAL
KEY STATISTICS

AUGUST 2010

ACTUAL CURRENT

AUGUST FIXED VARIANCE AUGUST

2010 BUDGET  (UNDER) OVER % 2009
205 239 (34) -14.2% 220
2 1 1 100.0% -

10 13 ®3) -23.1% 11

217 253 (36) -14.2% 231
901 896 5 0.6% 889
1,038 1,038 - 0.0% 1,042
680 713 (33) -4.6% 611
2,619 2,647 (28) -1.1% 2,542
4.40 3.75 0.65 17.2% 4.04
29.06 28.90 0.17 0.6% 28.68
33.48 33.48 - 0.0% 33.61
21.94 23.00 (1.10) -4.8% 19.71
84.48 85.39 (0.93) -1.1% 82.00
1,450 1,520 (70) -4.6% 1,550
1,983 2,172 (189) -8.7% 2,607
55 51 4 7.8% 64
174 147 27 18.4% 429
229 198 31 15.7% 493

- - - - 13

- - - - 168

- - - - 153

- - - - 334
0.0% 0.0% 67.7%
127.64 129.91 2.27 1.7% 145.90
365.67 362.18 (3.49) -1.0% 379.91
419.02 412.20 (6.82) -1.7% 427.61
2.86 2.79 (0.08) -2.8% 2.60
3.28 3.17 (0.11) -3.5% 2.93
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YTD YTD
AUGUST FIXED
2010 BUDGET VARIANCE %

415 484 (69) -14.3%
3 3 - 0.0%
21 26 (5) -19.2%
439 513 (74) -14.4%
1,737 1,816 (79) -4.4%
2,050 2,076 (26) -1.3%
1,318 1,426 (108) -7.6%
5,105 5,318 (213) -4.0%
4.19 3.75 0.43 11.6%
28.02 29.29 (1.27) -4.4%
33.06 33.48 (0.42) -1.3%
21.26 23.00 (1.74) -7.6%
82.34 85.77 (1.69) -2.0%
2,865 3,040 (175) -5.8%
3,974 4,391 (417) -9.5%
107 103 4 3.9%
303 290 13 4.5%
410 393 17 4.3%

0.0% 0.0%

123.00 129.83 (6.83) -5.3%
359.07 357.64 (1.43) -0.4%
418.06 415.02 (3.04) -0.7%

2.92 2.75 (0.16) -6.0%
3.40 3.20 (0.20) -6.3%

YTD
AUGUST

2009

504
3

21

528

1,914
2,013

1,284

5211

3.80

30.87
32.47

20.71

84.05

3,124

5,068

134
868

1,002

31
317

337

685

68.4%

147.70

391.10

446.14

2.65

3.02



Assets

Current assets:
Cash and cash equivalents
Net Accounts Receivable

Net Accounts Receivable %

Inventories
Est.Third-party payer settlement receivable
Other assets

Total Current Assets

Restricted by contributors and grantors for
capital acquisitions and research-Jaber Estate

Total Non-Current Assets

Fixed Assets:
Land
Depreciable capital assets, net of accumulated
depreciation
Total fixed assets, net of accumulated
depreciation

Total Assets

Liabilities and Net Assets
Current Liabilities:
Current portion of long term debt
Accounts payable and accrued expenses
Payroll and benefit related accruals
Est.Third-party payer settlement payable
Other liabilities

Total Current Liabilities

Long-Term Liabilities:
Debt borrowings net of current maturities

Total Long-Term Liabilities
Total Liabilities

Net Assets

Unrestricted Funds
Restricted Funds
Net Assets

Total Liabilities and Net Assets

ALAMEDA HOSPITAL

Balance Sheet

August 31, 2010
Unaudited
June 30,

August 31,2010 July 31,2010 2010
$ 1,685,140 $ 2,009,710 $ 3,498,655
10,494,127 9,763,541 9,558,147
22.90% 22.13% 21.97%
1,144,782 1,148,880 1,149,706
420,987 397,772 374,557
7,354,283 7,460,669 7,091,461
21,099,319 20,780,572 21,672,526
499 942 487,591 476,630
499,942 487,591 476,630
877,945 877,945 877,945
6,130,474 6,152,867 6,115,790
7,008,419 7,030,812 6,993,735
$ 28,607,680 $ 28,298,975 $ 29,142,890
$ 413,003 $ 415,082 $ 417,152
6,195,642 5,586,952 6,112,295
5,063,883 4,726,452 4,351,133
500,000 500,000 500,000
5,417,553 5,902,815 6,382,701
17,590,081 17,131,301 17,763,281
1,200,734 1,236,307 1,271,886
1,200,734 1,236,307 1,271,886
18,790,815 18,367,608 19,035,167
9,246,923 9,373,776 9,561,093
569,942 557,591 546,630
9,816,865 9,931,367 10,107,723
$ 28,607,680 $ 28,298,975 $ 29,142,890
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Management’s Discussion and Analysis
CITY OF ALAMEDA HEALTH CARE DISTRICT

June 30, 2010

The management of the City of Alameda Health Caséritx (the Hospital) has prepared this annual disonssnd
analysis in order to provide an overview of the Hiadisi performance for the fiscal year ended June 30, 2010 in
accordance with the Governmental Accounting StarsdBahrd Statement No. 3Basic Financials Statements;
Management’s Discussion and Analysis for State and Local Governridgtétent of this document is to provide
additional information on the Hospital’s historidalancial performance as a whole in addition to pioyg a
prospective look at revenue growth, operating expenads;apital development plans. This discussion should be
reviewed in conjunction with the audited financialtstnents for the fiscal year ended June 30, 2010 and jpaogimg
notes to the financial statements to enhance amelsrstanding of the Hospital's financial performance.

Volumes and Statistics

. Acute care patient days were 10,579 for fiscal year 2016magared to 11,787 for the prior year. Discharges
were 2,802 for the current year versus 2,812 for the priorgealting in lengths of stay of 3.78 for 2010 as
compared to 4.19 for 2009.

. Sub-acute and skilled nursing days were 20,028 for fisgal 2010 as compared to 18,676 for fiscal year
2009, equaling an average daily census of 54.9 for 2010 versu®520D9.

. Overall combined occupancy for the Hospital, includimg sub-acute and skilled nursing programs, was
52.1% for the year ended June 30, 2010 versus 51.8% for thengkal June 30, 2009.

. There were 4,912 cases during fiscal year 2010 (683 inpahdr,229 outpatient cases) as compared to
5,885 cases for the prior fiscal year (690 inpatient and 5 dipatent cases). Surgery cases for fiscal year
2010 were lower than the prior year due to the expirafitimedkaiser Outpatient Surgery Services contract
in accordance with the terms of the contract ondidé81, 2010. Kaiser’'s decision to end this five-year
relationship was the result of their desire to mareises previously provided in non-Kaiser facilitiexka
into Kaiser-owned facilities. Kaiser cases were 2j868)10 versus 4,009 in 2009.

. Outpatient registrations decreased by 869 registratiogisthe prior year (29,079 for 2010 versus 29, 948
for 2009). This decrease in outpatient registrationstiasesult of the expiration of the Kaiser Outpatient
Surgery Services contract.

. Emergency room visits were 17,624 in the fiscal year 281dbapared to 17,337 for the prior year.

. FTE’s per adjusted occupied bed were 3.11 for 2010 versus 2.8® fprior year.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Financial Highlights

During fiscal year 2010, the health care industry continadace operational and financial challengesthatocal,
regional and national levels, health care instihgicontinue to experience serious cost and payment pressctated
by federal and state health care reforms, and frolm dimternmental payors (Medicare and Medi-Cal) andapei
insurance carriers.

The continued uncertainty surrounding current econoamditions continues to place challenges on the health
market. As the economy has continued to be uncettaing this past fiscal year, there continues to Hatiohary
pressures on medical supplies, devices and pharmadsuimployers have reduced healthcare coveragafidogees
and increased deductibles during recent years antbar&ying to determine the impact that health caferm will
place upon their operating margins. Unemployment satesss the nation continue to remain at very higélisdeand,
with these increased unemployment levels, therestsamg likelihood that there will be corresponding @ases in
uncompensated care and bad debt in upcoming years.

Despite these challenges and the expiration of theeK&utpatient Surgery Services contract, the Hospéalable

to continue to improve its financial performance olteharing fiscal year 2010. Some of the factors thatrouted
to the Hospital's improved financial performance inetud

. The increase in utilization of the 26-bed skilled mgdacility which opened in August, 2008 that added to
the Hospital's continuum of care for residents of Adala

. The disproportionate share/intergovernmental transfagram which added approximately $2.1 million to
fiscal year 2010 net patient revenue.

. The added volume and referral pattern of the Alanktmigpital Physicians Community Clinic at the Alameda
Town Center which opened in January, 2009. The Climarages to provide additional primary care and
specialty physician care services to the community.

. Continued focus on ensuring that Hospital operating esqzesire maintained at optimal levels while ensuring
that each department delivers the highest qualibacé to our patients.

These factors resulted in the following highlights:
. Net assets increased by $2,017,000 in 2010 as compared to $730,000 in 2009

. Net patient service revenues increased by $4,712,000 or 7.9&6tethl operating expenses increased by
$3,397,000 or 4.9% over the prior fiscal year.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

. The Hospital's operating loss, before parcel tax revedeereased to $4,127,000 for fiscal year 2010 as
compared to $5,414,000 for fiscal year 2009.

. Current assets increased by $1,248,000 while current liebitiecreased by $197,000 over the prior fiscal
year. This resulted in an improvement of the curratid at June 30, 2010 to 1.23 as compared to 1.15 for
the prior year.

. Net days in patient accounts receivable were 51.5 at3lyr2010 as compared to 58.3 at June 30, 2009.

. Total assets increased by $1,334,000 over the prial figar. Total operating cash and cash equivalents
increased by $1,691,000 over the prior year (seStdtements of Cash Flofe changes).

The Hospital's financial statements consist of tlate¢éements: balance sheet; statement of revenuessegpand
changes in net assets; and statement of cash flbhese financial statements and related notesge aviormation
about the activities of the Hospital, including resoutteedd by the Hospital but restricted for specific purpdses
contributors, grantors, or enabling legislation.

The balance sheet includes all of the Hospital's asset liabilities, using the accrual basis of accountingvell as
an indication about which assets can be used for dgnefases and which are designated for a specific purpose

The statement of revenues, expenses and changesgsatt reports all of the revenues earned and expansesd
during the time period indicated. Nets assets (fferehce between total assets and total liabiliie®)ne way to
measure the financial health of the Hospital.

The statement of cash flows reports the cash prowgexhd used by the Hospital's operating activitiesyelbas
other cash sources such as investment income and caskna for capital additions and improvements. This
statement provides meaningful information on howHbspital's cash was generated and how it was usedgpiine
fiscal year.

Balance Sheet - Assets

For the fiscal year ended June 30, 2010, the Hospitadibuntestricted and restricted cash and investntetated

$4.2 million as compared to $2.5 million in the prior flsgear. At June 30, 2010, day’s cash on hand was 21.6 as
compared to 13.6 for the prior year. The Hospital's gotd maintain sufficient cash and cash equivalefaricas

to pay all short-term liabilities and to be able to expservices available to the community.

During the year, the Hospital added $1,244,000 in capitaisassst of which was for major moveable equipment and

various minor construction and improvement projecttherHospital’s campus. The Hospital has close to ardoz
projects in process at year end for various renovatoa equipment improvements.
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Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Balance Sheet - Liabilities

As previously discussed, the Hospital's current liabsitilecreased by $197,000 from the prior year. Changes were
comprised of minor decreases in trade payables by $88,@08ades in deferred revenues by $787,000, increases in
third party payor settlements by $193,000, decreases ih irealtance claims by $102,000 and increases in accrued
payroll and related liabilities of $585,000.

Balance Sheet - Net Assets
The Hospital reports its net assets in three categori

. Invested in capital assets net of related delbbtal investment in Hospital property and equipmeapital
assets) net of accumulated depreciation and outstashelidporrowings related towards the purchase of those
capital assets.

. Restricted by contributordResources the Hospital is legally or contractuddligated to spend in accordance
with restrictions placed by donors and/or external thmdies that have placed a time limit or purpose
restriction on the use of the asset.

. Unrestricted net asset@\l other funds available for use by the Hospital teetrgeneral obligations and to
fund current operating expenses.

Statement of Revenues, Expenses and Changes in Net Assets

The statement of revenues, expenses and changesassetd presents the operating results of the Hospstalell

as the nonoperating revenues and expenses. Actattagported as either operating or nonoperating. usaef

long-lived assets, referred to as capital assetsflexted in the financial statements as depreciatvhich amortizes
the cost of the asset over its expected useful life.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Gross Patient Charges
The Hospital charges all patients equally based @sitlished pricing structure for the services rendered

Acute inpatient gross charges increased by $1.6 milimn fiscal year 2009 due mainly to price increases ag acut
care patient days decreased by 1,208 days in fisca@&8r The subacute and skilled nursing unit charges imtteas
in fiscal year 2010 by $1.9 million due mainly to patient oeyeases of 1,352.

Outpatient gross charges decreased by $7.4 million esu#t of the expiration the loss of the Kaiser Outydti
Surgery Services contract as previously discussed.

Deductions From Revenue

Deductions from revenue are comprised of contractioaahces and provisions for bad debts. Contractuavaiioes

are computed deductions based on the difference begmess charges and the contractually agreed uponafates
reimbursement with third party government-based progisarok as Medicare and Medi-Cal and other third party
payors such as Blue Cross.

The provision for bad debts for fiscal year 2010 andlfiggar 2009 were $6.3 million and $7.6 million, respectively.
As a percentage of gross patient charges, the altkmvhas decreased from 2.7% in fiscal year 2008 to 2.8%6ah
year 2010.

Contractual allowances and the provision for bad delsta percentage of gross patient charges) were 761 Ti¥cal

year 2010 as compared to 77.7% for fiscal year 2009. Theadedrecontractual allowances was due primarily to
programs such as the disproportionate share progranewdeysly discussed (approximately 1%) and by increases
in reimbursement from third party contracts and sligtteases from government based programs.

Net Patient Service Revenues
Net patient service revenues are the difference betgvess patient charges and deductions from revéetgatient

service revenues increased by $4.7 million as a rdquriice increases, volume changes and improved reimberge
from government agencies and third parties.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Operating Expenses

Total operating expenses were $72.1 million for fiscat 2840 compared to $68.7 million for fiscal year 2009. This
4.9% increase is due primarily to:

A $1.8 million or 8.8% increase in salaries, wagesstggand benefits from the prior year. Total full &m
equivalents (FTE’s) were 442.3 in 2010 versus 430.0 in 2009, a iad@%ase over the prior year. The
increase was a combination of: (1) staffing incresegpport increased patient volumes in the skilledmyirs
unit; (2) previously negotiated wage increases undeethes of various collective bargaining unit agreesent
offset by a 5% wage reduction for all non-representatagement and staff that was implemented in February,
2010; and (3) the reduction to staffing levels that presly supported the Kaiser Outpatient Surgery Services
contract.

Other variable expenses such as professional fees, sugpliggurchased services increased during the year
by approximately $1.6 million while other expenses (restjriance, utilities, depreciation and other operating
expenses) decreased slightly by approximately $18,000.

Statement of Cash Flows

The statement of cash floysesents the information related to cash inflows @rtflows summarized by operating
capital, and noncapital financing and investing d@s. It also summarizes information about cashpexand cash
payments during the year and is presented in varidagardes. The statement also helps users assddsspial’s
ability to: (1) generate net cash flows; (2) meebiibgations as they become due; &Bjdmeet its need for external
financing.

The main sections of the statement of cash floalsidle:

Operating activities This section reflects operating cash flows andrigtecash provided or used by the
operating activities of the Hospital.

Noncapital financing activities This section shows the cash received and spent foloperating, non
investing, and non capital purposes.

Capital and related financing activitiesT his section reflects the sources and uses offoasiie acquisition
of capital related items and other debt borrowings.

Investing activities This section reflects the cash flows from investactivities and shows the purchases,
proceeds, and interest received from investing iiedv



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Economic Factors and Next Fiscal Year's Budget

The Hospital's board approved operating and capital buélgefiscal year ending June 30, 2011 at the July, 2010
Board meeting. For fiscal year 2011, the Hospital is etedbto increase its net assets by approximately $491,000.
The increase is due to several assumptions:

. A conservative increase in inpatient volumes fardiyear 2011 was budgeted for the skilled nursing program
while inpatient acute and subacute care services weeeau to remain at levels experienced during fiscal
year 2010.

. Outpatient registrations, after elimination of tegistrations generated from the Kaiser Outpatientesyrg

Services contract, are projected to increase oeeptior year as utilization of operating room servicgs
Alameda-based surgeons are expected to increase by apedyi@8% over current levels. Outpatient
radiology services are also expected to increase siiadiieas next year projections are driven by thetautd

of new digital mammography equipment and a new Piéaieiving and Communication System (PACS) that
will allow digital images to be served out to varialisical settings.

. The Alameda Medical Offices located in the Towrentér are anticipated to continue to grow as a result
the addition of more primary care physician optiorgsthe addition of a general surgeon in February, 2010.
In addition to this clinical location, the Hospiteill be adding a new Wound Care program that is grateid
to open during the third quarter of fiscal year 2011.

. Gross revenues and net revenues are budgeted temersea result of the volume changes, the additioevof
programs and services, an annual price increasepatduing improvements in third party payor contracts.

. Operating expenses are expected to decrease by approxiBfttedver 2010 levels. This decrease in
operating expenses is primarily the result of adjustiaffisg levels and surgical supply utilization in the
operating room to the projected surgical volumes &wafi year 2011.

Management is confident that, despite the challenigat donfront Alameda Hospital, continued operational
improvements that have been made to date, and thetopipies that are on the horizon, will allow Alamedaspital
to be successful into the future.



TCA Partners, LLP

A Certified Public Accountancy Limited Liability Partisip
1111 East Herndon Avenue, Suite 211, Fresno, Caikf®3720
Voice: (559) 431-7708 Fax: (559) 431-7685 Emaitcpa@aol.com

Report of Independent Auditors

The Board of Directors
City of Alameda Health Care District
Alameda, California

We have audited the accompanying balance sheets@itytw Alameda Health Care District (the Hospitd)of June
30, 2010 and 2009, and the related statements of revenueses¢@erd changes in net assets, and cash flottefor
years then ended. These financial statementt@res$ponsibility of the Hospital's management. Capaesibility

iS to express an opinion on these financial statenberstsd on our audits.

We conducted our audits in accordance with auditingdstals generally accepted in the United States @rigm
Those standards require that we plan and perfornuttiesdo obtain reasonable assurance about whethendineial
statements are free of material misstatement. QOditsaincluded consideration of internal controls ovearficial
reporting as a basis of designing audit proceduresitbatppropriate in the circumstances, but not for the peigios
expressing an opinion on the effectiveness of the ltadSpinternal controls over financial reportingcaordingly, we
express no such opinion. An audit also includes examiom@ test basis, evidence supporting the amounts and
disclosures in the financial statements, assessa@dcounting principles used and significant estimagede by
management, as well as evaluating the overall finhstatement presentation. We believe that our apditgde a
reasonable basis for our opinion.

In our opinion, the financial statements referredliove present fairly, in all material respects, therfcial position
of the City of Alameda Health Care District at J@30e 2010 and 2009, and the changes in its net assets aeashits
flows for the years then ended, in conformity vattcounting principles generally accepted in the UnitedeS of
America.

Management’'s discussion and analysis is not a rehyieet of the financial statements but is supplementary
information required by accounting principles generatigepted in the United States of America. We hapéetl
limited procedures, which consisted principally of imgasi of management regarding the methods of measuatemd
presentation of the supplementary information. Howewverdid not audit the information and express no opion

it.

TG P lortners, LLP

September 8, 2010



Balance Sheets

CITY OF ALAMEDA HEALTH CARE DISTRICT

June 30
2010 2009
ASsets
Current assets:
Cash and cash equivalents $ 3,725,769 $ 2,034,709
Patient accounts receivable, net of allowances 9,558,147 10,069,536
Other receivables 6,669,235 6,206,763
Estimated third party payor settlements 374,557 351,648
Inventories 1,149,706 1,291,072
Prepaid expenses and deposits 453,871 729,301
Total current assets 21,931,285 20,683,029
Assets limited as to use 476,630 468,209
Capital assets, net of accumulated depreciation 7,314,870 7,237,461
Total assets $ 29,722,785 $ 28,388,699
Liabilities and Net Assets
Current liabilities:
Current maturities of debt borrowings $ 450,831 $ 447,948
Accounts payable and accrued expenses 6,112,296 6,200,897
Accrued payroll and related liabilities 4,351,133 3,765,683
Deferred revenues 5,736,951 6,524,800
Estimated third party payor settlements 500,000 306,588
Health insurance claims payable (IBNR) 645,750 747,912
Total current liabilities 17,796,961 17,993,828
Debt borrowings, net of current maturities 1,236,831 1,722,417
Total liabilities 19,033,792 19,716,245
Net assets:
Invested in capital assets, net of related debt 7,314,870 7,195,316
Restricted, by contributors 476,630 468,209
Unrestricted 2,897,493 1,008,929
Total net assets 10,688,993 8,672,454
Total liabilities and net assets $ 29,722,785 $ 28,388,699

See accompanying notes and auditor’s report



Statements of Revenues, Expenses and Changes in $ét$ As

CITY OF ALAMEDA HEALTH CARE DISTRICT

Operating revenues

Net patient service revenue

Other operating revenue
Total operating revenues

Oper ating expenses

Salaries and wages

Registry

Employee benefits

Professional fees

Supplies

Purchased services

Building and equipment rent

Utilities and phone

Insurance

Depreciation and amortization

Other operating expenses
Total operating expenses

Operating income (loss)

Nonoper ating r evenues (expenses)

District tax revenues
Investment income
Interest expense
Rent and other income
Grants and contributions
Total nonoperating revenues (expenses)

Increase (decrease) in net assets
Net assets at beginning of the year

Net assets at end of the year

See accompanying notes and auditor’s report

Year Ended June 30

2010

$ 67,778,668
157,493
67,936,161

37,493,274
2,029,651
10,115,302
3,447,118
9,984,917
4,668,189
843,137
836,617
496,418
1,163,436
984,815
72,062,874

(4,126,713)

5,762,661
28,988
(97,191)
255,108
193,686

@333,
2,016,539
8,672,454

$ 10,688,993

10

2009

$ 63,066,682
185,056
63,251,738

35,025,781
2,685,554
10,102,828
3,270,038
9,106,288
4,132,484
662,854
840,808
533,366
1,415,682
890,175
68,665,858

(5,414,120)

5,764,021
48,073

(143,167)
234,037
241,463
6,144,427

730,307
7,942,147
$ 8,672,454



Statements of Cash Flows

CITY OF ALAMEDA HEALTH CARE DISTRICT

Cash flows from oper ating activities:

Cash received from patients and third-parties on behahtients

Cash received from operations, other than patiemicesr

Cash payments to suppliers and contractors

Cash payments to employees and benefit programs
Net cash provided by operating activities

Cash flows from noncapital financing activities:
District tax revenues
Grants, contributions and other nonoperating revenues
Net cash provided by noncapital financictivaies

Cash flows from capital financing activities:
Purchase and donations of capital assets, net obtodsposals
Proceeds from debt borrowings
Principal payments on debt borrowings
Interest payments on debt borrowings
Net cash provided by (used in) capital fonagp activities

Cash flows from investing activities:
Net change in assets limited as to use
Investment income
Net cash provided by (used in) investirtgyies

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

See accompanying notes and auditor’s report
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Year Ended June 30

2010 2009
$ 68,460,560 $ 60,700,314
107,172 89,572

(24,264,829) (23,708,594)
(47,093,126(44,496.,50D

720,223) (7,415,208)
5,762,661 5,764,021
448,794 475,500
6,211,455 6,239,521
(1,240,845) (864,139)
2,260,000
(482,703) (2,915,497)
(99,191 (143.16Y
(1,820,739) (1,662,803)
(8,421) 134,608

28,988 48,073
20,567 182,681

1,691,060 (2,655,809)
2034, 4,690,518
$ 3,725,76% 2,034,709




Statements of Cash Flows (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Reconciliation of operating income to net cash provided
by operating activities:
Operating income (loss)
Adjustments to reconcile operating income to
net cash provided by operating activities:
Depreciation and amortization
Provision for bad debts
Changes in operating assets and liabilities:
Patient accounts receivables
Other receivables
Inventories
Prepaid expenses and deposits
Accounts payable and accrued expenses
Accrued payroll and related liabilities
Estimated third party payor settlements
Deferred revenues
Health insurance claims payable (IBNR)
Net cash provided by operasiatyities

See accompanying notes and auditor’s report
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Year Ended June 30
2010 2009

$ (4,126,713)  $ (5,414,120)

1,163,436 1,415,682

6,338,492 7,563,989

(5,827,103) (9,689,003)
(462,472) 475,576
141,366 (242,569)
275,430 (141,524)

(88,601) (856,176)
585,450 632,109
170,503 (241,354)

(787,849) (827,060)

(102)162 (90,758
$ (2,720,223 $ (7,415,208




Notes to Financial Statements
CITY OF ALAMEDA HEALTH CARE DISTRICT

June 30, 2010

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES

Reporting Entity The City of Alameda Health Care District, (d.bAtameda Hospital), heretofore referred to as (the
Hospital) is a public entity organized under Local Hadistrict Law as set forth in the Health and $aféode of
the State of California. The Hospital is a politisabdivision of the State of California and is geleraot subject

to federal or state income taxes. The Hospital veiged by a five-member Board of Directors, electethfwithin

the district to specified terms of office. The Hoapig located in Alameda, California. It operatd98-bed acute care
facility, a 35-bed sub acute unit within the Hospital amotlaer 26-bed skilled nursing facility adjacent totdospital
campus which began operations in August, 2008. The Hosptatips health care services primarily to individuals
who reside in the local geographic area.

Basis of Preparation The accounting policies and financial statemehtee@Hospital generally conform with the
recommendations of the audit and accounting gtidalth Care Organizationgublished by the American Institute
of Certified Public Accountants. The financial stadais are presented in accordance with the pronounteoiehe
Governmental Accounting Standards Board (GASB)pleoposes of presentation, transactions deemed by magrastgem
to be ongoing, major or central to the provision eélth care services are reported as operational uevesnd
expenses.

The Hospital uses enterprise fund accounting. Revemaesxpenses are recognized on the accrual basis using th
economic resources measurement focus. Based on Gaga®nt Number 2@ccounting and Financial Reporting

for Proprietary Funds and Other Governmental Entities That Use Prgpyi¢tund Accountingas amended, the
Hospital has elected to apply the provisions of all eleypronouncements as the Financial Accounting Stdsdar
Board (FASB), including those issued after November 30, 19%@,do not conflict with or contradict GASB
pronouncements.

Management’s Discussion and Analysigffective July 1, 2002, the Hospital adopted the provissaf GASB 34,
Basic Financial Statements - and Management’s Discussion and AnalysiStaterand Local Governments
(Statement 34), as amended by GASBE&&ic Financial Statements - and Management’s Discussion and Analysis -
for State and Local Governments: Omnibard Statement 3&ertain Financial Statement Note Disclosures
Statement 34 established financial reporting standiard# state and local governments and relatatiesnt Statement

34 primarily relates to presentation and disclosure regpeints. One of the main components of these nexsmos
allows the inclusion of a management’s discussionaaadysis to accompany the financial statement piasem

The management’s discussion and analysis is a iv@irasttoduction and analytical overview of the Haaps financial
activities for the year being presented. This amaligssimilar to the analysis provided in the anmaglorts of
organizations in the private sector. As statedeénghinion letter, the management’s discussion anlgsisas not a
required part of the financial statements but is supplememformation and therefore not subject to auditpdoires
or the expression of an opinion on it by auditors.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES (continued)

Use of EstimatesThe preparation of financial statements in conityrmith accounting principles generally accepted
in the United States of America requires manageneentake estimates and assumptions that affect thetedpo
amounts of assets and liabilities and disclosurerfragent assets and liabilities at the date ofittential statements
and the reported amount of revenues and expenses dwirgporting period. Actual results could differ frdroge
estimates.

Cash and Cash Equivalents and Investmenit$ie Hospital considers cash and cash equivalemsltale certain
investments in highly liquid debt instruments, wherspng, with an original maturity of a short-term natar subject
to withdrawal upon request. Exceptions are for thosesimvents which are intended to be continuously ingeste
Investments in debt securities are reported at maaket. Interest, dividends and both unrealized aslizeel gains
and losses on investments are included as invesineambe in nonoperating revenues when earned.

Patient Accounts Receivahl®atient accounts receivable consist of amounts byvedrious governmental agencies,
insurance companies and private patients. The Hospatahges its receivables by regularly reviewing thewads,
inquiring with respective payors as to collectibilitydaproviding for allowances on their accounting resdiat
estimated contractual adjustments and uncollectibtmts. Significant concentrations of patient accoweusivable
are discussed further in the footnotes.

Inventories Inventories are consistently reported from yealyéar at cost determined by average costs and
replacement values which are not in excess of marketHospital does not maintain levels of invent@les such
as those under a first-in, first out or last-in,tfimat method.

Assets Limited as to UseAssets limited as to use include contributor rasmi¢dunds, amounts designated by the
Board of Directors for replacement or purchases ot@bassets, and other specific purposes, and amoudtbyhel
trustees under specified agreements. Assets linstenl@se consist primarily of deposits on hand witalllanking
and investment institutions, and bond trustees.

Capital AssetsCapital assets consist of property and equipment r@ncported on the basis of cost, or in the case
of donated items, on the basis of fair market vattiesedate of donation. Routine maintenance andresgi@ charged

to expense as incurred. Expenditures which increasesyah#nge capacities, or extend useful lives are dapdal
Depreciation of property and equipment and amortizatfoproperty under capital leases are computed by the
straight-line method for both financial reporting aodt reimbursement purposes over the estimated usefublivhe
assets, which range from 10 to 40 years for buildingsimpdovements, and 3 to 10 years for major moveable
equipment. The Hospital periodically reviews its cagtets for value impairment. As of June 30, 2010 and 2009,
the Hospital has determined that no capital assetsmaired.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES (continued)

Compensated Absenceshe Hospital's employees earn vacation benefitsaafing rates depending on years of
service. Employees also earn sick leave benefitth Benefits can accumulate up to specified maximum levels.
Employees are not paidr accumulated sick leave benefits if they leaveeeitipon termination or before retirement.
However, accumulated vacation benefits are paid tengwloyee upon either termination or retirement. Accrued
vacation liabilities as of June 30, 2010 and 2009 are $2,646,428 a3i08, 8P 1, respectively.

Risk ManagementThe Hospital is exposed to various risks of loss fiants; theft of, damage to, and destruction of
assets; business interruption; errors and omissionspygeepinjuries and illnesses; natural disasters; asutical
malpractice. Commercial insurance coverage is purcHasedaims arising from such matters. In the cake
employee health coverage, the Hospital is self-instarethose claims and is discussed further in thinfues.

Net AssetsNet assets are presented in three categoriesfirStheategory is net assets “invested in capgakts, net

of related debt”. This category of net assets stsif capital assets (both restricted and unrestjjctet of
accumulated depreciation and reduced by the outstandimgjpadi balances of any debt borrowings that were
attributable to the acquisition, construction, or impnoset of those capital assets.

The second category is “restricted” net assetss ddtegory consists of externally designated caims placed on
those net assets by creditors (such as through debnhaate), grantors, contributors, law or regulationstbér
governments or government agencies, or law or itotishal provisions or enabling legislation.

The third category is “unrestricted” net assetsis Tategory consists of net assets that do not tmeetefinition or
criteria of the previous two categories.

Net Patient Service Revenudset patient service revenues are reported in thegatithe estimated net realized
amounts from patients, third-party payors and othefsding estimated retroactive adjustments under reireinest
agreements with third-party programs. Normal estimatiiferences between final reimbursement and amounts
accrued in previous years are reported as adjustmeciisreht year's net patient service revenues.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES (continued)

Charity Care The Hospital accepts all patients regardless af éibdity to pay. A patient is classified as a chatri
patient by reference to certain established policiekeoHospital. Essentially, these policies defirariti services
as those services for which no payment is anticipaBmtause the Hospital does not pursue collection ofiata
determined to qualify as charity care, they arerapbrted as net patient service revenues. Servicegl@doare
recorded as gross patient service revenues and themwff entirely as an adjustment to net patientise revenues.

District Tax RevenuesT he Hospital receives approximately 9% of its finalnigoport from property taxes. These
funds are used to support operations and meet requiredatelte agreements. They are classified as naminme
revenue as the revenue is not directly linked to piatiere. Property taxes are levied by the County@ritspital’'s
behalf during the year, and are intended to help ¢é@#me Hospital's activities during the same yeae Thunty has
established certain dates to levy, lien, mail kalig] receive payments from property owners during e yeroperty
taxes are considered delinquent on the day folloeaw payment due date.

Grants and ContributionsFrom time to time, the Hospital receives grants fuamous governmental agencies and
private organizations. The Hospital also receivedritmutions from related foundation and auxiliary orgations,

as well as from individuals and other private orgatins. Revenues from grants and contributions amgnized
when all eligibility requirements, including time recgments are met. Grants and contributions may bectesdtfor
either specific operating purposes or capital acquisitidrhese amounts, when recognized upon meeting all
requirements, are reported as components of the stattefirevenues, expenses and changes in net assets.

Operating Revenues and ExpenséBhe Hospital's statement of revenues, expenses aamfe$ in net assets
distinguishes between operating and nonoperating revemeeexpenses. Operating revenues result from exchange
transactions associated with providing health careises, which is the Hospital's principal activity. péating
expenses are all expenses incurred to provide healtberarees, other than financing costs. Nonoperaéwngnues

and expenses are those transactions not consideeetlydinked to providing health care services.

ReclassificationsCertain financial statement amounts as presenttiprior year financial statements have been

reclassified in these, the current year financeteshents, in order to conform to the current yieantial statement
presentation.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE B - CASH AND CASH EQUIVALENTS

As of June 30, 2010 and 2009, the Hospital had deposits inwesi@dous financial institutions in the form of tas
and cash equivalents in the amounts of $4,201,199 and $2,501,71&ivelpeAll of these funds were held in
deposits, which are collateralized in accordandethi California Government Code (CGC), except for $2500@00
account that is federally insured.

The CGC and the Hospital's investment policy do notain legal or policy requirements that would lirhé exposure
to custodial risk for deposits. Custodial risk fopaoits is the risk that, in the event of the failofex depository
financial institution, the Hospital would not be able¢gover its deposits or will not be able to recoveratedbl

securities that are in possession of an outside party.

Under the provisions of the CGC, California banks aadings and loan associations are required to séoere
Hospital's deposits by pledging government securitieobateral. The market value of pledged securitiestraqual

at least 110% of the Hospital's deposits. Californraddso allows financial institutions to secure Hodpitgposits

by pledging first trust deed mortgage notes having a \&lu®&0% of the Hospital's total deposits. The pledged
securities are held by the pledging financial instiis trust department in the name of the Hospital.

NOTE C - NET PATIENT SERVICE REVENUES

The Hospital has agreements with third-party payatsgitovide for payments at amounts different frorestablished
rates. A summary of the payment arrangements wijbrriard-party payors follows:

Medicare Payments for inpatient acute care services renderbtedicare program beneficiaries are based on
prospectively determined rates, which vary accorgditgthe patient diagnostic classification systédutpatient
services are paid under an outpatient classificaticdersysubject to certain limitations. Certain reimbursam
areas are still subject to final settlement deterdnéfter submission of annual cost reports and auditsahiey the
Medicare fiscal intermediary. At June 30, 2010, cost teghrough June 30, 2007 have been final settled.

Medi-Cal: For traditional Medi-Cal (hon-HMO) services, payifor inpatient services rendered to patients were
made based on reasonable costs through May 5, 2010.iMeffdety 6, 2010, the Hospital entered into a contract
under the Selective Provider Contracting Programiaidtared by the California Medical Assistance Cossian
(CMAC), to receive payments for inpatient servicessdagoon an established rate. The Hospital was paid at a
interim rate with final settlement determined afiebmission of annual cost reports and audits theréded-Cal.

At June 30, 2010, cost reports through June 30, 2008, have béeettieal. Outpatient payments are based on a
pre-determined fee schedule and Medi-Cal HMO ser@cepaid on a pre-determined rate and are not subject
cost reimbursement
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE C - NET PATIENT SERVICE REVENUES (continued)

Other. Payments for services rendered to other thanddesland Medi-Cal patients are based on establisles! r
or on agreements with certain commercial insuranogpanies, health maintenance organizations and pefer
provider organizations which provide for various disus from established rates.

Net patient service revenues summarized by servicalaas follows:

2010 2009
Inpatient acute and inpatient ancillary services $136,389,616 $134,838,882
Long-term care routine services 27,982,345 26,062,608
Outpatient acute services 114,502,502 121,919,175
Gross patient service revenues 278,874,463 282,820,665
Less deductions from revenue and related allowances 084,795 (219,753,988

$67,778,668 $ 63,066,682

Net patient service revenues

Medicare and Medi-Cal revenue accounts for approximd@y of the Hospital’s net patient revenues for each yea
Laws and regulations governing the Medicare and Nediprograms are extremely complex and subject to
interpretation. As a result, there is at least aaeable possibility that recorded estimates will cbdmnga material

amount in the near term.

NOTE D - CONCENTRATION OF CREDIT RISK

The Hospital grants credit without collateral toptgients and third-party payors. Patient accountsvedae from
government agencies represent the only concentgadegh of credit risk for the Hospital and managemeetsadot
believe that there are any credit risks associatddtiise governmental agencies. Contracted &ed patient
accounts receivable consist of various payors includtigiduals involved in diverse activities, subjectitfering
economic conditions and do not represent any coratedtrcredit risks to the Hospital. Concentratiorpafient
accounts receivable at June 30, 2010 and 2009 were as follows:

2010 2009

Medicare $ 12,868,587 $ 13,381,412
Medi-Cal 10,226,623 13,770,546
Other third party payors 10,358,059 12,793,302
Self pay and other 10,051,064 5,510,776

Gross patient accounts receivable 43,504,333 45,456,036
Less allowances for contractual adjustments and Hatd de (33,946,186 (35,386,509

Net patient accounts receivable $ 9,558,147 $ 10,069,536
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE E - OTHER RECEIVABLES

Other receivables as of June 30, 2010 and 2009 were comprivedafowing:

2010 2009
Alameda County property taxes $ 6,027,398 $ 6,014,003
Kaiser contract receivable 141,183 70,092
Pension plan forfeitures 165,579
Rents receivable 5,342 6,857
Other various receivables 329,733 115,811

$ 6,669,235 $ 6,206,763

NOTE F-ASSETSLIMITED ASTO USE

Assets limited as to use as of June 30, 2010 and 2009 werassmhgdrthe following:

2010 2009
Cash and cash equivalents restricted by contributors 476,630 $ 468,209

NOTE G - CAPITAL ASSETS

The Hospital received two parcels of improved rergal-estate by court order dated December 3, 2003, pursuant to
the terms of the Alice M. Jaber 1992 Trust. As succéesbe former non-profit Alameda Hospital, the Hodites
agreed to abide by the terms of the Trust AgreenEme. Trust Agreement and the will of Alice M. Jabeyuiee the
Hospital to account for the property as part of the Abnafiaber and Mary A. Jaber Memorial Fund. Among other
things, the Hospital is prohibited from selling allaoy portion of the parcels received until after tbath of certain
named family members and, if the property is solahaiy not be sold to any descendant, spouse or relatire third
degree of any such descendant of a named family merifibe net carrying value of this property is $1,149,625 and
$1,187,302 at June 30, 2010 and 2009, respectively.

19



Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE G - CAPITAL ASSETS (continued)

Capital assets as of June 30, 2010 and 2009 were comprisedafaing:

Land and land improvements
Buildings and improvements
Equipment
Construction-in-progress
Totals at historical cost

Accumulated depreciation for:
Land and land improvements
Buildings and improvements
Equipment
Total accumulated depreciation
Capital assets, net

Land and land improvements
Buildings and improvements
Equipment
Construction-in-progress
Totals at historical cost

Accumulated depreciation for:
Land and land improvements
Buildings and improvements
Equipment
Total accumulated depreciation
Capital assets, net

Balance at Transfers & Reclasses & Balance at
June 30, 2009 Additions Retirements June 30, 2010
$ 1,376,954 $ 1,376,954
23,657,283 $ 323,053 23,980,336
18,449,576 615,032 19,064,608
533,294 294,356 827,650
44,017,107 1,232,441 45,249,548
(258,275) (4,509) (262,784)
(20,530,813) (382,946) (20,913,759)
(15,990,5%8 (767,57y (16,758,13b
(36,779)646 _ (1,155,03p (37,934,678
$ 7,237,461 $ 77,409 $ $ 7,314,870
Balance at Transfers & Reclasses & Balance at
June 30, 2008 Additions Retirements June 30, 2009
$ 1,369,164 $ 7,790 1,356,954
23,646,900 10,383 23,657,283
18,100,350 349,226 18,449,576
38,526 494,768 533,294
43,154,940 862,167 44,017,107
(254,335) (3,940) (258,275)
(20,124,793) (406,020) (20,530,813)
(14,986,808 (1,003,75p (15,990,558
(35,365)936_ (1,413,71D (36,779,64%
$ 7,789,004 $ (551,548 3 $ 7,237,461
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE H - DEBT BORROWINGS

As of June 30, 2010 and 2009, debt borrowings were as follows:
2010 2009

Note payable to a bank; principal ant interest at 4.80%ndue
monthly installments of $42,460 each'15 the month through

February 15, 2014; collateralized by Hospital receivables: 1,672,867 $ 2,089,343
Capital lease due to a financial institution; principadl interest at

2.57% due in monthly installments of $4,155 eachdtthe month

through February 10, 2010; collateralized by Hospital prgpert 35,187
Note payable to a bank; principal and interest at 5.75%nduenthly

installments of $2,146 at month’s end through Januarg(Bill,;

collateralized by Hospital property: 14,795 38,877
Other various debt borrowings 6,958
1,687,662 2,170,365

Less current maturities of debt borrowings (450,831 (447,948

$ 1236831 $ 1,722,417

Future principal maturities for debt borrowings for thetseicceeding years are: $450,831in 2011; $457,605 in 2012;
$480,509 in 2013; and $298,717 in 2014.

Line of Credit The Hospital has a $1,500,000 bank line of credit avaitthtear end with a variable interest rate.
Any advances on this line are due at the time of ntgtand interest is due and payable monthly. There we
borrowings under this line of credit agreement a3uoie 30, 2010.

NOTE | - RELATED PARTY TRANSACTIONS

The Alameda Hospital Foundation (the Foundation), lese lestablished as a nonprofit public benefit corporation
under the Internal Revenue Code Section 501 c (3) mtsmintributions on behalf of the Hospital. Substalytl

funds raised except for funds required for operatioh@Foundation, are distributed to the Hospital or fuzldhe
benefit of the Hospital. The Foundation's funds, wieghesent the Foundation's unrestricted resourcetistiibuted

to the Hospital in amounts and in period determinethbyroundation's Board of Trustees, who may alsdcetie

use of funds for Hospital property and equipment repladeaneexpansion, reimbursement of expenses, or other
specific purposes. Donations in this regard were $165,009€16%/000 for the years ended June 30, 2010 and 2009
respectively. The Foundation is not considered gpoment unit of the Hospital as the Foundation, in bee=ace of
donor restrictions, has complete and discretionamjrol over the amounts, the timing, and the usesafonations to

the Hospital.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE J- RETIREMENT PLANS

Contributions to Retirement PlansTotal contributions to all of the retirement pldosthe years ended June 30,
2010 and 2009 were approximately $1,775,000 and $1,977,000, respectively.

Defined Contribution Plan Effective January 1, 2005, the Hospital established andnbey administer a
noncontributory defined contribution retirement planezing employees who have completed one year of gervic
which they worked at least 1,000 hours and are notedwerder a collective bargaining agreement. Begmrfitisions
are contained in plan documents and can be amendgr lBoard of Directors. The Hospital contributes 6% of
eligible employee earnings to this plan. The Hospilsd contributes to four union-sponsored defined contoibut
retirement plans as required under collective bargaagreements with the Hospital.

Defined Benefit Plan The Hospital provides retirement benefits under aoaimibutory, single-employer defined
benefit pension plan (the Plan) for employees not eolvender collective bargaining agreements and who have
completed one year of continuous service during wiief torked at least 1,000 hours. The Plan, adminisbsred

the Hospital, provides benefits based on each employesr's of service and annual compensation througmibege

31, 2004. The Plan’s annual pension cost and net pensiets &3 the years ended June 30, 2010 and 2009 are as
follows:

2010 2009

Annual required contribution $ 118,361 $ 128,149
Interest on net pension asset (5,818) (6,072)
Adjustment to net pension obligation 11,196 11,143
Annual pension cost 123,739 133,220
Contributions made (168,009 (128,149
Increase (decrease) in net pension obligation (44,261) 5,071
Net pension (asset) liability at the beginning ofytear (116,369 (121,449

Net pension (asset) liability at the end of the year {60,630 $ (116,369

Benefits under the Plan vest 100% upon five years ofcger\dpon normal retirement at age 65, participants are
entitled to monthly retirement benefits based uporr theerage compensation and years of credited service
Participants, who have attained the age the lattege 55 or the date upon which the employee’s age and gé
service add up to 65, may elect early retirement witlefite determined as of the early retirement dat&jarially
reduced. Participants may elect to receive theirflitgas a lump sum, life annuity, or joint and surviganuity upon
retirement.

22



Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE J - RETIREMENT PLANS (continued)

Pursuant to the Hospital’s right to amend, terminatgiscontinue making contributions to the Plan, thepital's
Board of Directors resolved to freeze participatioamd benefit obligations under the Plan as of DeceB8he&2004
and then established a new defined contribution plaeuirthereof. Retirement benefits earned througleDeer 31,
2004 will be paid as required by the Plan.

The Hospital is required to contribute the actuariadhgdmined amounts necessary to fund benefits forrtisipants.
The actuarial methods and assumptions used are thoseeddby the Hospital. The Hospital's required employer
contribution rates for 2010 and 2009 do not apply as the BRbden frozen and has no covered payroll.

The required contribution for the year ended June 30, 2010detasmined as part of the July 1, 2009 actuarial
valuation using the unit credit actuarial cost methibae actuarial valuation method was changed frorenbs age
normal method in 2005 because benefit accruals under thevBtarfrozen at December 31, 2004. The actuarial
assumptions include an investment rate of return oB8ono salary increases in the future. The actuziaé of

the Plan’s assets was equal to the fair value of teetsis The Plan’s unfunded actuarial accrued liabdityeing
amortized as a level dollar using a fixed amortizagieriod of 15 years. The remaining amortization pestoJuly

1, 2009 was 13 years. Below is three-year trend infoom#&tilowed by a schedule of funding progress:

Three-Year Trend | nformation:

Annual Pension Cost Percentage of APC Net Pension Obligation
Year Ended June 30 (APC)in $ Contributed (Asset) in $

2008 $ 52,078 86.4% $ (121,440)

2009 $ 133,220 100.0% $ (116,369)

2010 $ 123,739 100.0% $ (160,630)

Schedule of Funding Progress:
Unfunded
Actuarial Accrued Annual

Valuation Accrued Value of Liability Funded Ratio = Covered UAAL as a
Date Liabilityin$  Assetsin$ (UAAL)iIn$ Percentage Payroll % of Payroll
7/1/07 $2,379,072  $1,796,040 $ 583,032 75.5% N/A N/A
7/1/08 $2,700,503 $1,370,353  $ 1,330,150 50.7% N/A N/A
7/1/09 $2,671,515 $1,499,904 $1,171,611 56.1% N/A N/A
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE K - COMMITMENTS AND CONTINGENCIES

Construction-in-Progress As of June 30, 2010 and 2009, the Hospital had recorded $827,65kb28294,
respectively, as construction-in-progress represeisg capitalized for various remodeling, major repair
expansion projects on the Hospital's premises. Nodstavas capitalized under FAS 62 during the years ehated
30, 2010 and 2009. Estimated cost to complete these prgentdane 30, 2010 are considered minor.

Operating LeasesT he Hospital leases various equipment and facilitieler operating leases expiring at various dates.
Total building and equipment rent expense for the yeatasdeJune 30, 2010 and 2009, were $843,137 and $662,854,
respectively. Future minimum lease payments for theegaiing years under operating leases as of June 30, 2010,
that have initial or remaining lease terms in exaés®e year are not considered material.

Litigation: The Hospital may from time-to-time be involveditightion and regulatory investigations which aiise
the normal course of doing business. After consuttatith legal counsel, management estimates thaérsagixisting
as of June 30, 2010 will be resolved without material agwedfsct on the Hospital's future financial positicesults

from operations or cash flows.

Risk Management Insurance Programd he Hospital self-insures medical and dental costu§i100,000 per
employee per year under a noncontributory plan. The Hogtio maintains claims-made insurance coveragesfor
medical malpractice and general liability risks up to 80on per claim and $20 million in the annual aggtega
Deductible levels are at $10,000 per medical malpractiom elad $25,000 per general liability claim.

The reserves for self-insured risk include provisimnestimated medical and dental, a former self+ied workers’
compensation plan and medical malpractice and gdiadaitity costs for both uninsured reported claims amatfaims
incurred but not reported (IBNR), in accordance withgmtions based upon several factors including past erperie
While such claims reserves are based upon these fatiams is a possibility that a material change edgttur in the
near term. Such estimates are continually monitoestewed, and adjusted accordingly with differenegorted in
the current year operations. While the ultimate amotintedical, dental, workers’ compensation and nadiad
general liability claims is dependent upon future developsnenanagement believes that the associated liedbilit
recognized in the financial statements are adedqaatever such claims.

Health Insurance Portability and Accountability ActThe Health Insurance Portability and Accountabilitgt A
(HIPAA) was enacted August 21, 1996, to ensure health inseif@ortability, reduce health care fraud and abuse,
guarantee security and privacy of health informagm, enforce standards for health information. Gigdions are
subject to significant fines and penalties if foundtodbe compliant with the provisions outlined in thgulations.
Management believes the Hospital is in compliance WitPAA as of June 30, 2010 and 2009.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE K - COMMITMENTS AND CONTINGENCI ES (continued)

Health Care RegulationThe health care industry is subject to numerous ladsegulations of federal, state and
local governments. These laws and regulations ieclogt are not necessarily limited to, matters sudicessure,
accreditation, government health care program ppaticin requirements, reimbursement for patient servaas,
Medicare and Medi-Cal fraud and abusBovernment activity has increased with respect vestigations and
allegations concerning possible violations of fraud amasa statues and regulations by health care providers.
Violations of these laws and regulations could resukpulsion from government health care programs hegetith

the imposition of significant fines and penaltieswa#l as significant repayments for patient serviresiously billed.
Management believes that the Hospital is in compliandefraud and abuse as well as other applicable gowertnm
laws and regulations. While no material regulateryuiries have been made, compliance with such laws and
regulations can be subject to future government reviewndegbretation as well as regulatory actions unknown o
unasserted at this time.

RAC Audits Hospitals in California are subject to nationwideditare claim audits by Recovery Audit Contractors
(RAC’s). In March, 2007, RAC auditors examined certaiadiare claims for services provided to Medicare
beneficiaries during the years end June 30, 2003, and fteeréaursuant to this review, RAC auditors reviewed
medical records and compared them to billing rectfmd$erceived” discrepancies. This audit resulted recovery
process of Medicare payments which to date have been $352IR80anticipated that additional recoveries of
approximately $200,000 may be collected in the future and winichlospital has recorded as a liability as of June
30, 2010. The Hospital does have appeal rights for RAC fodiitgs.

Seismic Retrofit The California Hospital Facilities Seismic Saft (SB 1953) specifies certain requirements that
must be met at various dates in order to increaga tebility that a California hospital can maintain tevirupted
operations following a major earthquake. By Januar3013, all general acute care buildings must be life-safe
Management is in process of developing a plan to bheddospital into compliance by the required deadlines.

NOTE L - HOSPITAL COMPONENT UNITS

The City of Alameda Health Care District (Districtyns and operates Alameda Hospital (the Hospitaljaddition

to the Hospital, the District operates CW&S Investiméompany, LLC (CW&S), a wholly-owned for-profit
subsidiary. The District also controls the City ddidfseda Health Care Corporation (AHCC), a charitatge;profit
corporation for which the District is the sole votimgmber. CW&S owns a skilled nursing facility lochten the
property adjacent to the Hospital that is leaseddéittspital. AHCC has no operating activities. Tiharicial results

for the years ended June 30, 2010 and 2009 of these compoiteratre included within the financial statements of
the Hospital. Net assets of these units were $581,436 fora2@1%£558,395 for 2009. Net increase in assets for these
units were $23,041 for 2010 and $49,096 for 2009. The financial imjphetse component units on the Hospitals’s
combined financial statements is not considered nmhtend therefore further disclosure of financialaileds not
considered necessary.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE M - FAIR VALUE OF ASSETSAND LIABILITIES

The Hospital adopted Statement of Financial Accourgiagdards No. 15Fair Value Measuremen{&AS 157).
FAS 157 fair value establishes a framework for measdamgvalue and expands disclosures about fair value
measurements. FAS defines fair value as the pri¢ceviad be received to sell an asset in an orderly triiosa
between market participants at the measurement dai®.157 establishes a fair value hierarchy which reqaines
entity to maximize the use of observable inputs and rzrithe use of unobservable inputs when measuring faie val
The standard describes three levels of inputs thatomaysed to measure fair value:

Level T Quoted prices in active markets for identical tsseeliabilities;

Level 2 Observable inputs other than Level 1 prices, such asdjpotes for similar assets or liabilities; quoted
prices in markets that are not active; or other infhitsare observable or can be corroborated by obsemalitet
data for substantially the full term of the assetkaduilities;

Level 3 Unobservable inputs for the assets or liabilities #natsupported by little or no market activity and that
are significant to the fair value of the underlyirggets or liabilities.

The following is a description of the valuation metblogies used for assets measured at fair valuesmuering basis
and recognized in the Hospital's balance sheetsglssvthe classification pursuant to the valuatienanchy.

Financial Instruments Where quoted market prices are available in an atigv&et, investments are classified within
Level 1 of the valuation hierarchy. Level 1 instrursentlude a variety of financial instruments as disielow. There
are no Level 2 or Level 3 types within the balancetsbfabe Hospital. The following table summarizesfthancial
instruments measured at fair value on a recurring baaiscordance with FAS 157 as of June 30, 2010:

Quoted Prices Significant Significant
in Active Other Other
Markets for Observable Unobservable
Identical Assets Inputs Inputs
Fair Value (Level 7) (Level 2 (Level 3
Money market securities $ 593848 $ 593,848
Totals of financial instruments $ 593,848 $ 593,848
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE N - CHARITY CARE AND COMMUNITY BENEFIT SERVICES

The Hospital maintains records to identify and nwnibe level of charity care and community servigarovides.
These records include the amount of collections treg(based on established rates), for services andesippli
furnished under its charity care and community seipaieies. In addition, the Hospital provides sersite other
medically indigent patients under certain governrpabtic aid reimbursement programs. The following is arsam

of the Hospital’'s charity care and community benefiegone collections for the years ended June 30, 2012088d

in terms of services to the poor and benefits tdthader community:

2010 2009
Benefits for the poor:
Traditional charity care $ 1,294,078 $ 1,117,378
Unpaid Medi-Cal and other public aid programs 7,348,917 _ 7,167,070
Total quantifiable benefits for the poor 8,642,995 8,284,448
Benefits for the broader community:
Unpaid Medicare program charges 76,043,551 74,174,087
Total quantifiable benefits for the broader camity 76,043,551 74,174,087
Total quantifiable community benefits $ 84,686,546  $ 82 458,535
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Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

DATE: October 4, 2010
TO: City of Alameda Health Care District, Board of Directors
FROM: Deborah E. Stebbins, Chief Executive Officer

SUBJECT:  Wage Roll-Back Recognition Bonus for all Non-Represented personnel

Recommendation:

Hospital Administration is recommending that the District Board of Directors authorize
the payment of a “Recognition Bonus” to all employees who participated in the 5% wage
roll-back in February 2010 as part of the Kaiser recovery plan. The total number of
affected employees is 218 with a total bonus payment amount of $185,998, including
taxes & benefits. An amount of $185,000 has already been recorded in the FY 2010
audited financials. It is proposed that this bonus payment be made on Friday, October 8,
2010.

Background:

The Board of Director’s approved a five percent (5%) wage roll-back , effective February
1, 2010, as part of the recovery plan developed in response to Kaiser’s decision to take
their surgical procedures back in-house.

While the initial recovery plan included a wage-roll back for all classifications, the
Unions ultimately did not agree to decrease their wages so the wage-roll back was
exclusive to the non-represented and management employees.

However, it is recognized that the three Unions with which we have negotiated new
contracts, have agreed to “no wage increase” contracts and also agreed to other
concessions to the Group Health Plan that contributed to the recovery plan.

Discussion:

Administration and the District’s Board of Directors recognize the personal contribution
made by all non represented employees and management personnel in accepting a 5%
wage roll-back effective February 1, 2010.

Since that time, the hospital was able to participate in a special Inter-Governmental
Transfer (IGT) program with the state and federal governments that provided an



additional $2.1 million dollars to the hospital’s net revenue in fiscal year 2010. This $2.1
million was a one time payment that resulted from the hospital being willing to enter into
a one year Medi-Cal contract with the State of California. The IGT program contributed
to the hospital recording an audited profit after the inclusion of annual parcel tax
revenues of $1.8 million in fiscal year 2010.

Although the hospital still has significant improvement to be made to its monthly
financial performance, Administration and the Board feel it is important to provide
recognition in the form of a one time bonus payment to those employees who participated
in the wage roll-back.

The criteria for the bonus payment are as follows:

e The employee was hired before February 1, 2010 and is still working at the
hospital as of the date of the bonus payment.

e The employee participated in the 5% wage roll back.

e Payment amount is based upon the average hours worked between 2/1/10 and
9/3/10, using the following parameters:

Per Diem employees working a minimum commitment: ~ $200.00

Employees working less than half time: $400.00
Employees working part time (half time and 3/5ths): $600.00
Employees working 4/5ths to full time: $1,000.00

The Administrative Team has made a commitment to review the Hospital’s financial
position again in July of 2011 to determine what, if any, adjustment to our employee’s
base rate of pay could be made at that time.
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