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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, November 8, 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
Special 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
I. Roll Call Kristen Thorson
[l 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. 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

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

Approval of October 4, 2010 Regular Meeting Minutes AcTION ITEM [enclosure] (PAGES 4-10)
Approval of October 11, 2010 Special Meeting Minutes ACTION ITEM [enclosure] (PAGES11-15)
Acceptance of September 2010 Financial Statements AcTION ITEM [enclosure] (PAGES 16-36)

Approval of Administrative Policies and Procedures AcTION ITEM [enclosure] (PAGE 37)

m o O W »

Approval to Enter into an Agreement Ratcliff Architects for Seismic Project action iTem
[enclosure] (PAGES 38-39)

F. Approval to Enter into an Agreement with Fugro for Geo-Technical Testing AcTion ITEm
[enclosure] (PAGES 40-41)

G. Approval of 401(a) Retirement Plan Amendment AcTION ITEM [enclosure] (PAGES 42)

VIl.  Reqular Agenda

A. Action ltems

1)  Approval of Seismic Budget AcTION ITEM [enclosure] (PAGES 43- Kerry Easthope
51)

2)  Acceptance of Annual Compliance Report AcTion ITEm Joyce Walker
[enclosure] (PAGES 52-58)

3) CEO Employment Agreement Renewal AcTioN ITEm Jordan Battani
[enclosure] (PAGES 59-76)
B. Finance and Management Committee Report
1) Committee Report - October 27, 2010 Jordan Battani

2) Administrative Pension Plan Oversight Committee Michael McCormick
Report INFORMATIONAL [enclosure] (PAGES 77-84)

C. President’s Report Jordan Battani

D. Chief Executive Officer's Report Deborah E. Stebbins
1)  Monthly Statistics

E. Community Relations and Outreach Report Robert Bonta
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F. Medical Staff President Report Alka Sharma, MD

G. Facilities Report Kerry Easthope
1)  Wound Care Center Update
2) Seismic Update

VIIl. General Public Comments

IX. Board Comments

XIlI.  Adjournment

City of Alameda Health Care District
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Alameda Hospital
September 2010 Management Discussion and Analysis

ALAMEDA HOSPITAL

MANAGEMENT DISCUSSION AND ANALYSIS
SEPTEMBER, 2010

The management of the Alameda Hospital (the “Hospital”) has prepared this discussion and analysisin order to
provide an overview of the Hospital’ s performance for the period ending September 30, 2010 in accordance with
the Governmental Accounting Standards Board Statement No. 34, Basic Financials Satements, Management’s
Discussion and Analysis for State and Local Governments. The intent of this document isto provide additional
information on the Hospital’ s financia performance as awhole.

Financial Overview as of September 30, 2010

» Gross patient revenue for the month of September was greater than budget by $166,000 or 0.8%. Inpatient

revenue was lessthan budgeted by 0.2% while outpatient revenue was 2.8% greater than budgeted for the month.
However, on an adjusted patient day basis gross patient revenue was 3.3% greater than budgeted at $5,555
compared to a budgeted amount of $5,378 for September. Both inpatient and outpatient gross revenue per
adjusted patient day was greater than budgeted.

Total patient daysfor the month were 2,446 compared to the prior month’ stotal patient daysof 2,619 and the prior
year's 2,481 total patient days. The averagedaily acute care censuswas 27.2 compared to abudget of 27.9 and an
actual average daily census of 29.1 in the prior month; the average daily Sub-Acute census was 32.4 versus a
budget of 33.5 and 33.5 in the prior month and the Skilled Nursing program had an average daily census of 22.0
versus a budget of 23.0 and prior month census of 21.9, respectively.

Emergency Care Center (ECC) visitswere 1,445 or 1.8% less than the budgeted 1,471 visitsand were 9.8% less
than the prior year’ svisits of 1,479.

Total surgery cases were less than budgeted expectations for the month at 168 cases versus the budgeted 195
cases. The current month’s surgical volume was 1.8% greater than the same month prior year’ s 165 cases.

Outpatient registrations were 12.9% below budgeted targets at 1,964.

Combined excessrevenue over expenses (profit) for September was $52,000 versus abudgeted excess of expense
over revenues (loss) of $113,000. This brings our year-to-date loss to $262,000 versus a budget profit of
$166,000.

» Totd assets decreased by $258,000 from the prior month as a result of a decrease in current assets of
$419,000, aincreasein net fixed assets of $154,000 and an increasein restricted contributions of $8,000. The
following items make up the increase in current assets:

» Totd unrestricted cash and cash equivalents for September increased by $58,000. Asaresult day’scash on
hand increased dightly to 9.7 at September 30, 2010 from 9.2 days at August 31, 2010.

» Net patient accounts receivable decreased in September by $692,000 compared to increase of $731,000 in
August. Day’ sin outstanding receivables decreased to 62.1 in September from 66.7 at August 31, 2010. This
decrease in day’'s outstanding was primarily the result of a decrease in gross accounts receivable of
$1,940,000 resulting from increased collectionsin September totaled $5.3 million compared to $4.3 millionin
August.

Page 1 1 8
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» Other receivables increased by $215,000 as a result of the accrua of $180,000 in estimated 2010/2011
intergovernmental transfer that is expected during the fiscal year.

» Total liabilities decreased by $317,000 compared to an increase of $423,000 in the prior month. Thisincreasein
the current month was the result of the following:

» Accounts payable and accrued expensesincreased by $276,000 while payrol| and accrued expensesincreased
by an additional $71,000. Asaresult of thisincrease of $347,000 and decreasein average daily expenses as

of September 30th, the average payment period increased in September to 67.1 from 64.6 as of August 31,
2010.

» Payroll and benefit related accruasincreased by $71,000 from the prior month. Thisincrease was primarily

the result of an increasein accrued payroll and related payroll tax accruals of $154,000 offset by areduction
in accrued time off of $61,000.

» Deferred revenues decreased by $480,000 as aresult of the amortization of one-twelfth of the annual parcel
tax revenues for the 2011 fiscal year.

Page 2 1 9



Alameda Hospital
September 2010 Management Discussion and Analysis

Volumes

The combined actual daily census was 81.5 versus abudget of 84.4. The current month’s unfavorable variance
from the budgeted censuswasthe result of lower than budgeted censusin all threeinpatient programs. Theacute
care program was dightly below budget by 0.8% with an average daily census of 27.2 versusthe budgeted 27.9.
The Sub-Acute program was below budgeted expectations with an average daily census of 32.4 versus the
budgeted 33.5. In the Skilled Nursing unit the average daily census was 22.0 versus the budgeted average daily
censusof 23.0. Thisresulted in an overall unfavorable variance of 3.4% from budgeted expectationsfor inpatient
utilization in the month of September.

The graph below shows the total patient days by month for fiscal year 2011.

Total Patient Days
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The various inpatient components of our inpatient volumes for the month of September are discussed in the
following sections.

AcuteCare

The acute care patient days were 2.7% (23 days) less than budgeted and were 8.2% less than the prior year's
average daily census of 29.6. The acute care program was comprised of Critical Care Unit (4.5 ADC, 32.4%
favorable to budget), Definitive Observation Unit (7.1 ADC, 30.4% unfavorable to budget) and Med/Surg Units
(15.6 ADC, 9.1% favorableto budget). The graph on thefollowing page showstheinpatient acute care censusby
month for the current fiscal year.

Page 3
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Inpatient Acute Care Average Daily Census

Average Daily Census
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The average length of stay (ALOS) decreased from that of the prior month to 4.20 days for the month of
September versusthe budgeted FY 2011 average of 3.75. Thegraph below showsthe month ALOS by month and
the budgeted ALOS for fiscal year 2011.
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The Sub-A cute program patient days were bel ow budgeted projectionswith an average daily census of 32.4 for the
month of September. The graph on the following page shows the Sub-A cute programs average daily censusfor
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 4.3% or 30 patient days less than budgeted for the
month of September. Comparing performanceto the prior year this program remainsslightly greater than thefirst
quarter of fiscal year 2010 with an average daily census of 21.5 versus 20.1. The following graph shows the

Skilled Nursing Unit average daily census as compared to budget and the prior year by month.

Skilled Nursing Unit Average Daily Census

26.0

240

22,0

20.0

18.0

Average Daily Census

16.0

14.0

120

10.0

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun
e=0m A\ ctual SNF Budget SNF  *=Cm®prior Year SNF

Page 5

22



Alameda Hospital
September 2010 Management Discussion and Analysis

Emergency Care Center (ECC)

Emergency Care Center visitsin September totaled 1,445 and were 1.8% less than budgeted for the month and
14.1% of these visits resulted in inpatient admissions versus 15.2% in August. In September there were 284
ambulance arrivals versus 280 in the prior month, an increase of 1.4%. Of the 284 ambulance arrivalsin the
current month 153 or 53.9% were from Alameda Fire Department (AFD) ambulances. 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 Visitsper Day
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Surgery
Surgery caseswere 168 versusthe 195 budgeted and 165 in the prior year. In September, surgery cases decreased

over the prior month by 26.5%. The decrease of 61 cases over the prior month was the result of a decrease 52
outpatient cases and 9 inpatient cases. Inpatient and outpatient cases totaled 46 and 122 versus 55 and 174 in
August, respectively. The decrease from the prior month was driven by decreases in outpatient Gl cases (37),
Ophthalmology cases (13). On the inpatient side the decrease was primarily in the general surgery category.

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

Page 6
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Surgical Cases
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I ncome Statement

Gross Patient Charges

Gross patient charges in September were greater than budgeted by $166,000. This favorable variance was
comprised of an unfavorable variance of $30,000 and a $197,000 favorable variance in inpatient and outpatient
revenues respectively. On an adjusted patient day basis total patient revenue was $5,555 versus the budgeted
$5,378 or afavorable variance of 3.3% from budget for the month of September. For the first quarter of fiscal
year 2011 gross charges per adjusted patient day are 2.9% favorable to budget at $5,510
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Payor Mix

Combined inpatient and outpatient acute care Medicare and Medicare Advantage total gross revenuein September
made up 53.8% of the months total gross patient revenue. Combined Medicare revenue was followed by
HMO/PPO utilization at 22.9%, Medi-Ca Traditional and Medi-Cal HMO utilization at 11.0% and self pay at
9.1%. 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 aswell asthe 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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Theinpatient acute care current month gross Medicare and Medicare Advantage charges made up 65.9% of our
total inpatient acute care gross revenues followed by HMO/PPO at 12.6%, Self Pay at 10.2% and Medi-Cal and
Medi-Ca HMO was 8.7% of the inpatient acute care revenue. The hospitals overall Case Mix Index (CMI)
increased to 1.4031 from 1.3537 in the prior month while the Medicare CM| decreased dightly over the prior
month from 1.4176 in August to 1.4111 in September. In September there were no outlier cases in the month.
Theoverall Medicare reimbursement increased to 25.2% in September versus 24.6%. Thegraph onthefollowing
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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Theoverall net inpatient revenue percentageincreased dightly from the prior month to 22.5% in September versus
21.7% in August. 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.
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The outpatient gross revenue payor mix for September was comprised of 37.7% HMO/PPO, 36.6% Medicare
and Medicare Advantage, 14.4% 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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In September the Sub-A cute care program again was dominated by Medi-Cal utilization of 62.2% versus 73.5%in

August. The graph below showsthe payor mix for the current month and fiscal year to date and the current months
estimated reimbursement rate for each payor.

Inpatient Sub-Acute Care Payor Mix

@Current Month ayTD |
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Alameda Hospital
September 2010 Management Discussion and Analysis

In September the Skilled Nursing program was again comprised primarily of Medi-Cal at 58.0% and Medicare at
39.5%. The graph below showsthe current month and fiscal year to date skilled nursing payor mix and the current

months estimated level of reimbursement for each payor.

Inpatient 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 payorssuch asBlue Cross. Inthe month of September

contractua allowances, bad debt and charity adjustments (as a percentage of gross patient charges) were 76.4%
versus the budgeted 76.1%.

Net Patient Service Revenue
Net patient service revenues are the resulting difference between gross patient charges and the deductions from
revenue. Thisdifference reflects what the anticipated cash paymentsthe 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.

Page 11
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Alameda Hospital
September 2010 Management Discussion and Analysis

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

Total operating expenses werelessthan the fixed budget by $169,000 or 3.0%. On an adjusted patient day basis,
our cost per adjusted patient day was $1,443 which was $10 per adjusted patient day favorable to budget. This
variance in expenses per adjusted patient day was primarily the result of an favorable variance in salaries and
benefits offset by an unfavorable variance in supply costs experienced in the month of September. The graph
below shows the hospital operating expenses on an adjusted patient day basis for the 2011 fiscal year by month
and isfollowed by explanations of the significant areas of variance that were experienced in the current month.

Expenses per Adjusted Patient Day
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Alameda Hospital
September 2010 Management Discussion and Analysis

Salary and Registry Expenses

Salary and registry costs combined were unfavorable to the fixed budget by $87,000 and were unfavorable to
budgeted levels on a per adjusted patient day basis by $42. The current month’s unfavorable variance in salary
costs was comprised of unfavorable variances of $12,000 and $75,000 in productive and non-productive salary
costs. On an adjusted occupied bed basis, productive FTE’s were favorable to budget by 0.5% at 2.90 FTE's
versus the budgeted 2.91 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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Non-productive salary costs were over budget by $75,000 in the month. This unfavorable variance was the
result of the payment of accrued time off benefits $23,000 (earned time is reflected in benefit costs), surgical
staff stand-by costs of $20,000 (offset by favorable variance in productive salaries), moving expensesin the
amount of $10,000 related to the relocation of nursing staff and higher than budgeted nursing inservice /
orientation costs of $4,000 and call back pay that exceeded budget by $4,000.

Benefits

Benefits were favorable to the fixed budget by $365,000 or 41.3%. On an adjusted patient day basis benefits
were favorable to budget by $92 or 39.9%. This favorable variance was the result of lower than budgeted
health insurance costs of $236,000 ($96,000 related to stop loss recoveries and $44,000 related to reduced
IBNR requirements and the remainder from lower overall utilization) the utilization of paid time off resulted
in afavorable variance from budget of $93,000 in accrued time off benefits. Additional favorable variancesin
workers compensation insurance costs and pension contributions of $25,000 and $14,000, respectively, made
up the remainder of the favorable variance.

Supplies

Supply costs were $188,000 unfavorable to the fixed budget and were $55 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, $67,000 and $21,000 in surgical supplies pharmacy supplies and
nonmedical supplies, respectively.

Purchased Services

Purchased services were $80,000 favorable to the September operating budget as aresult of lower than
budgeted costs incurred for medical purchased services, collection agency fees, repairs and maintenance and
other purchased services of $38,000, $12,000, $5,000 and $25,000, respectively.

Page 13
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Alameda Hospital
September 2010 Management Discussion and Analysis

Other Operating Expenses

Other operating expenses were greater than budgeted by $17,000 as a result of higher than budgeted dues and
subscription costs incurred in the month of $7,000 and recruitment expenses that exceeded budget by
$10,000.

Thefollowing pagesincludethe detailed financial statementsfor the three months ended September 30, 2010, of
fiscal year 2011.

Page 14
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City of Alameda Health Care District
Statements of Financial Position
September 30, 2010
$in thousands

Current Month Prior Month Prior Year End
Assets
Current Assets:
Cash and Cash Equivalents $ 1,742,907 $ 1,685,140 $ 3,480,668
Patient Accounts Receivable, net 9,802,096 10,494,127 9,558,147
Other Receivables 6,851,838 6,636,843 6,654,035
Third-Party Payer Settlement Receivables 444,202 420,987 374,557
Inventories 1,153,441 1,144,782 1,149,706
Prepaids and Other 685,024 717,440 453,872
Total Current Assets 20,679,508 21,099,319 21,670,985
Assets Limited as to Use, net 507,717 499,942 476,630
Property, Plant and Equipment, net 7,162,621 7,008,419 6,993,735
Total Assets $ 28,349,846 $ 28,607,680 $ 29,141,350
Liabilitiesand Net Assets
Current Liabilities:
Current Portion of Long Term Debt $ 409,761 $ 413,003 $ 450,831
Accounts Payable and Accrued Expenses 6,471,170 6,195,642 6,112,296
Payroll Related Accruas 5,134,632 5,063,883 4,351,133
Deferred Revenue 4,301,670 4,781,188 5,736,951
Employee Health Related Accruals 591,933 636,365 645,750
Third-Party Payer Settlement Payable 400,000 500,000 500,000
Total Current Liabilities 17,309,166 17,590,081 17,796,961
Long Term Debt, net 1,164,499 1,200,734 1,236,831
Total Liabilities 18,473,665 18,790,815 19,033,792
Net Assets:
Unrestricted 9,298,464 9,246,923 9,560,928
Temporarily Restricted 577,717 569,942 546,630
Total Net Assets 9,876,181 9,816,865 10,107,558
Total Liabilitiesand Net Assets $ 28,349,846 $ 28,607,680 $ 29,141,350
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City of Alameda Health Care District
Statement of Cash Flows
For the Three Months Ended September 30, 2010
$ in thousands

Current Month Y ear-to-Date
Cash flows from operating activities
Net Income/ (Loss) $ 51,707 $ (262,462)
Items not requiring the use of cash:
Depreciation and amortization 81,828 $ 246,723
Changesin certain assets and liabilities:
Patient accounts receivable, net 692,031 (243,949)
Other Receivables (214,995) (197,803)
Third-Party Payer Settlements Receivable (123,215) (169,645)
Inventories (8,659) (3,735)
Prepaids and Other 32,416 (231,152)
Accounts payable and accrued liabilities 275,528 358,874
Payroll Related Accruals 70,749 783,499
Employee Health Plan Accruals (44,432) (53,817)
Deferred Revenues (479,518) (1,435,281)
Cash provided by (used in) operating activities 333,440 (1,208,748)
Cash flows from investing activities
(Increase) Decrease in Assets Limited Asto Use (7,775) (31,087)
Additions to Property, Plant and Equipment (236,030) (415,609)
Other (166) 2
Cash provided by (used in) investing activities (243,971) (446,698)
Cash flows from financing activities
Net Change in Long-Term Debt (39,477) (113,402)
Net Change in Restricted Funds 7,775 31,087
Cash provided by (used in) financing
and fundraising activities (31,702) (82,315)
Net increase (decrease) in cash and cash
equivalents 57,767 (1,737,761)
Cash and cash equivalents at beginning of period 1,685,140 3,480,668
Cash and cash equivalents at end of period $ 1,742,907 $ 1,742,907
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Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

Date: November 1, 2010

To: City of Alameda Health Care District Board of Directors
From: Deborah E. Stebbins, Chief Executive Officer

Subject: Approval of Administrative Policies and Procedures

The following Administrative Policies and Procedures have been updated to reflect current
practices, regulatory language and information. Policies and Procedures are available for review
upon request.

Management requests approval of the Administrative Policies and Procedures listed below.

Policy # Policy Title & Purpose Statement

No. 6 Organizational Wide Priorities for Performance | mprovement
e To meet the Hospital’s mission and vision in an atmosphere of safe, cost-
effective and personalized care and service.

No. 34b  Victims of Abuse — General
e To protect Alameda Hospital patients & staff
e To provide an appropriate channel for patients, employees and physicians to
report suspected abuse and neglect
e To comply with Section 15610 and 15630 of the California Welfare and
Institutions Code and other regulatory guidelines

No.38  Utilization Management Plan
e Thepurpose of this plan isto organize a hospital-wide, collaborative
continuous improvement mechanism to promote quality patient care and
appropriate utilization of resources and services a Alameda Hospital. These
objectives are promoted by an educational process which utilizes concurrent
review, reporting and intervention.

2070 Clinton Avenue @ Alameda, CA 94501 @ TEL (510) §22-3700 e  www.alamedahospital.org
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Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

DATE: November 1, 2010
TO: City of Alameda Health Care District Board of Directors
FROM: Kerry Easthope, Associate Administrator

SUBJECT:  Approval of Ratcliff Architect Contract for Seismic Project

Recommendation:

Hospital management is recommending that the City of Alameda Health Care District
Board of Directors approve the Architectural Service Contract (available for review upon
request) with Ratcliff Architects for the Seismic Project.

In addition, at the October 27, 2010 Finance and Management Committee, the Committee
made the recommendation that the District Board of Directors approve the Architectural
Service Contract with Ratcliff Architects for the Seismic Project.

The contract is for the planning, design, development of construction drawings, submittal
to OSHPD to obtain the required building permit and construction administration /
oversight. The contract includes the work of subcontractors and engineers (electrical,
mechanical, kitchen design, structural, soil) that have been required for plan
development. The scope of work includes most of the structural work, and all of the
kitchen relocation portions of the seismic retrofit project. A portion of the structural
design work was performed by Thorton Tomasetti early on before it was determined that
all components of the seismic project should be submitted as one project and have
Ratcliff as the primary on the entire project. The value of the work performed previously
by Thorton Tomasetti was about $197,000.

Not included in the Ratcliff scope of work are plans/permits that may be required for the
pre-construction enabling moves, construction phase moves and decommissioning of the
1925 building. Also not included is the additional soil testing that OSHPD is requiring
that is being performed by Fugro Engineers, any asbestos abatement and the fire sprinkler
[ alarm system design and install (design build).

The value of the contract, including all work performed to date on the seismic project is
$911,850. The hospital has already obtained board approval and has provided Ratcliff
“notice to proceed” on about $650,000 of this contract amount in order to have plans
submitted to OSHPD by the required dates.
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The contract has been thoroughly reviewed by Jtec, our construction management firm,
by legal council and by hospital management. It is part of the Seismic Project budget.

Background:

Alameda Hospital is required to comply with California Senate Bill 1953, which requires
that all hospitals achieve specific structural and non-structural standards by 2013 and
2030. Buildings affected at Alameda Hospital include decommissioning the 1925
building and relocating all essential service to a compliant building, the Stephens
building and the West building.

The key aspects of the seismic project include:

e Removing all essential services from the 1925 building by 2013. These include:
dietary services, the morgue, Administrator’s office, and Medical Records.

e Removal of the bridge between the 1925 and Stephens buildings.

e Filling in openings in the north and south wall of the Stephens building.

e Structural reinforcement under the footings and floor slab of the Stephens and
potentially the West buildings.

e Strap reinforcement on the north and south sheer walls of the Stephens building.

e Decommission the 1925 building

e Non-Structural work — (we have applied for an extension under SB 499).

Discussion:

This project and need for this work has been discussed at length at previous meetings of
the board. We are pleased to finally get the terms & conditions and other contract
language that we feel were important incorporated into a formal contract with Ratcliff
Architect. Ratcliff has had a long relationship with Alameda Hospital and has performed
well on previous projects, as well as, other seismic / hospital building projects in the Bay
Area.
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Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

DATE: November 1, 2010
TO: City of alameda Health Care District Board of Directors
FROM: Kerry Easthope, Associate Administrator

SUBJECT:  Approval of Fugro West, Geotechnical Services Contract

Recommendation:

Hospital management is recommending that the City of Alameda Health Care District
Board of Directors approve the Fugro West, Geotechnical Services Contract (available
for review upon request).

In addition, at the October 27, 2010 Finance and Management Committee, the Committee
made the recommendation that the District Board of Directors approve the Fugro West,
Geotechnical Services Contract.

The contract is for an amount not to exceed $101,603 to perform the required CPT
testing, analysis, and documentation / reporting to OSHPD and the California Geological
Service. This base fee will include 8 CPT test locations. It is believed by Fugro that
testing in these locations will provide sufficient data to complete the structural plan
design and review. However, an additional 4 CPT tests may be required at an additional
cost of $16,987.

Since the Structural plans have already been submitted to OSHPD back on June 30, 2010,
and this additional soil investigation and reporting is being required by OSHPD in order
to continue with the structural plan review, management has provided Furgo with Notice
to Proceed so that the work can be scheduled without further delay. The testing is
scheduled to take place the week of November 1, 2010. This contract amount is included
in the proposed Seismic Project Budget.

Background:

Alameda Hospital is required to comply with California Senate Bill 1953, which requires
that all hospitals achieve specific structural and non-structural standards by 2013 and
2030. Buildings affected at Alameda Hospital include decommissioning the 1925
building and relocating all essential service to a compliant building, the Stephens
building and the West building.

Discussion:
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One of the key components of this seismic retrofit work is mitigating the liquefaction
potential beneath the footings and floor slab of the Stephens building, and possibly a
portion of the West building. The soil investigation and reporting that will provided by
Fugro in this proposal will substantiate the scope of sub terrain work that will need to be
performed and provide the required construction specifications to the structural engineer
and architect to include in the Structural Design plans. In addition, by better
understanding the scope of construction work that will be required, management will be
able to better plan for all pre-construction service relocations, ensure that there is
sufficient budget allowance to cover the cost of this work and to provide a more exact
scope of work to contractors who will be bidding on this project. It is essential that this
testing occur as scheduled to keep the seismic plan development and review progressing
as planned.
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Alameda Hospital

" CITY OF ALAMEDA HEALTH CARE DISTRICT

DATE: November I, 2010
TO: City of Alameda Health Care District, Board of Directors ) _
Ny
ey 0
FROM: Mike McCormick, Chair

Administrative Pension Plan Oversight Committee (APPOC) "+
[

SUBJECT:  Approval of the 401(a) Retirement Plan Amendments

Recommendation:

The APPOC recommends approval of a supplemental good-faith PPA/HEART amendment and
an additional' amendment reflecting provisions of the Emergency Stabilization Act of 2008
(EESA) to the 401(a) Retirement Plan at Alameda Hospital in order to remain in full compliance
with Federal requirements.

Background:
In late 2009 the Hospital amended the 401(a) plan to incorporate provisions related to the:

A. Pension Protection Act of 2006 (PPA), and the
B. Heroes Earnings Assistance & Relief Tax Act of 2008 (HEART).

However, later that same year, the IRS released additional guidance concerning both Acts and, as
a result, a supplemental amendment must be added in order to remain in compliance with Federal
requirements.

A. The supplemental amendment under PPA provides for “Differential Wage Payments” and
“Direct Rollovers”, and

B. The supplemental amendment under HEART provides for Death Benefits for an employee
on an approved and qualified active military service leave.

In addition, we are required to amend the plan further to incorporate required regulatory
language for the Emergency Stabilization Act of 2008 (ESSA).

This amendment clarifies that participants who were directly affected by floods, severe storms or
tornadoes that were declared Midwestern disaster areas between May 21, 2008 and July 31,
2008, would be eligible to apply for a “Qualified Disaster Recovery Assistance Distribution”.

Discussion:
Both the supplemental amendment for PPA and HEART and the amendment under ESSA are
required to be adopted in order to meet Federal Compliance Standards.
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Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

DATE: November 1, 2010
TO: City of Alameda Health Care District Board of Directors
FROM: Kerry Easthope, Associate Administrator

SUBJECT:  Approval of Seismic Retrofit Budget

Recommendation:

Hospital management is recommending that the City of Alameda Health Care District
Board of Directors review and approve the attached capital budget for the seismic retrofit
program as required by SB 1953.

In addition, at the October 27, 2010 Finance and Management Committee, the Committee
made the recommendation that the District Board of Directors approve the attached
capital budget for the seismic retrofit program as required by SB 1953.

Although the attached budget is comprised of four components, the Committee is being
asked to approve the total combined project budget in the amount of $10.3 million.
Discussion on the cost categories that make up this total budget will follow.

Contracts for services provided within this budget will follow District policy and will be
brought to the Board of Directors for approval as required. In addition, it is understood
that being able to act upon the approved budget will depend upon our ability to obtain the
necessary capital financing.

Background:

Alameda Hospital has three buildings that do not comply with the structural building
standards required under SB 1953. Two of these buildings (the Stephens and West
buildings) will be retrofit to comply with the current deadline set for 2013. The 1925
building will not be able to be retrofit under current standards. Upon completion of
construction and the removal of the connecting bridge, this building will be
decommissioned for medical use and turned to City jurisdiction as a B occupancy
building. None of these buildings will be allowed to support or function as inpatient use
past 2030 under the current building code.

Over the past year or so, management has engaged the architects and engineers necessary

to understand the scope of work required to bring the non compliant buildings up to code.
In addition, because of state mandated plan submission filing deadlines, the hospital has

43



provided the architects and engineers with sufficient “notice to proceed” authorization to
have the required construction plan documents submitted to OSHPD for review. During
this process, multiple independent project cost estimates have been prepared to help us
understand the estimated cost of construction for the project.

Discussion:

The combined project budget is comprised of three sub-budget components that allow
management to better track costs associated with the project. The sub-budget components
are Structural Work, Kitchen Relocation and Enabling Moves.

The budget is also broken down into eight cost Categories to help organize and track
expenditures by type of cost. These categories and amounts are summarized as follows:

Fees, Entitlements & Permits $418,834
Construction $6,307,737
Equipment $121,000
Furniture & Furnishings $184,300
Communication $125,000
Professional Services $2,200,117
Legal & Real Estate Expenses $15,000
Contingency $937,199
Total $10,309,187

Fees, Entitlements & Permits
This category includes the cost of the building permit with OSHPD and the cost of testing
and special inspections required before, during and after construction.

Construction

This category includes the cost of construction. Three cost estimates were provided by
independent cost estimators as the project progressed through the planning phase.
Faithful Gould provided estimates for the structural work, Davis Langdon provided
estimates for the kitchen relocation. The entire project was also reviewed by The Hunter
Pacific Group, who was engaged through JTEC our construction management firm.

Also included in this category is an allowance for Non Structural work if we are not able
to obtain an extension until 2030, make ready enabling moves, lead asbestos sampling
and abatement, waterproofing of the room and foundation and decommissioning of the
1925 building.

Equipment
This category is for the installation of kitchen equipment, cost of decommissioning the

equipment in the 1925 building and includes a contingency of 10%. Specific equipment
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items have been specified for the new kitchen and cost estimated by Marshall &
Associates (kitchen design consultant).

Furniture & Furnishings
This category allows for the cost of furniture and furnishings (e.g. chairs, tables, plants,
artwork etc) as well as, signage, lockers for staff and makes ready moves furniture.

Communications

This category includes the cost to provide data and telephone lines for the newly
constructed area in the Stephens building. The most significant portion of this relating to
the redesign and relocation of the Servers, CPU and phone switch in the IT room which is
adjacent to the structural work and has become part of this project.

Professional Services

This category includes all of the Architectural and engineering costs to develop the
construction drawings and provide project oversight. It also includes the cost of
construction management and OSHPD IOR fees as is required. There is an allowance for
reimbursable expenses (plan reproduction, shipping & postage, bid documents,
community communication boards and materials etc) and about a 5% contingency.

Legal & Real Estate Expense

The costs in this category are quite low as the hospital already owns the real estate
associated with this project. There is an allowance for legal review of contracts such as
the architectural contract, the bid documents and ultimately the Contractors contract.

Contingency
This category is an overlaying contingency of 10% of the estimated total project cost,

including the Construction cost category. This amount is deemed appropriate based upon
Jtec’s, experience with similar type construction projects. This is especially important
given the nature of this construction project and the unforeseen variables that will present
themselves as we move forward.

The budget document will be updated monthly to reflect the actual amount “Committed”
to date, the amount “Spent to Date” and the “Remaining Budget”. This document will be
reported to the board each month going forward.

We feel that this budget accurately reflects the current scope of the project and the areas
and operations that will be impacted. Although we know there will be unknown
variables, we have made efforts to discover as many as we could to develop a solid
budget necessary to complete this project.
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Project Budget Alameda Hospital

Combined Project budget

10/29/2010

Description 2010 Budget Committed Spent to date Bud_ggt
remainin
Fees, Entitlements & Permits $418,834 $0 $0 $418,834
Construction $6,307,737 $0 $0 $6,307,737
Equipment $121,000 $0 $0 $121,000
Furniture and Furnishings $184,300 $0 $0 $184,300
Communications $125,000 $0 $0 $125,000
Professional services $2,200,117 $1,240,450 $674,882 $1,525,235
Legal and Real Estate $15,000 $0 $0 $15,000
Contingency $937,199 $0 $0 $937,199
total $10,309,187 $1,240,450 $674,882 $9,634,305
. . Budget .
Description 2010 Budget Committed Spent to date g NOTES/Risks
remaining
Fees, Entitlements & Permits
OSHPD Permit Fees (1.64% of Constr.) $103,447 $0 $0 $103,447
Testing & Special Inspection (5%) $315,387 $0 $0 $315,387
Roof Testing $0 $0 $0 $0
Contingency $0 $0 $0 $0
TOTAL CATEGORY #1 $418,834 $0 $0 $418,834
Construction
NPC-3 Work (Surgery Area) $500,000 $0 $0 $500,000
Bridge Removal, Liquefaction Mitigation, Shear Walls $1,455,237 $0 $0 $1,455,237 per Faithful Gould 6/1/10
Make Ready enabling Moves $300,000 $0 $0 $300,000
Kitchen Café $3,460,000 $0 $0 $3,460,000 per Davis Langdon 8/17/10
Lead/Asbestos - Sampling $27,500 $0 $0 $27,500
Lead/Asbestos - Abatement $60,000 $0 $0 $60,000
West Wing subgrade improvements $75,000 $0 $0 $75,000
Waterproofing allowance $50,000 $0 $0 $50,000
Miscellaneous utility bracing allowance $30,000 $0 $0 $30,000
Decommissioning projects $350,000 $0 $0 $350,000 East kitchen dining renovation
TOTAL CATEGORY # 2 $6,307,737 $0 $0 $6,307,737
Equipment
Kitchen Equipment Allowance $15,000 $0 $0 $15,000
Decommissioning Equipment Allowance $50,000 $0 $0 $50,000
Contingency 10% $56,000 $0 $0 $56,000 |per kitchen equpiment in DL
TOTAL CATEGORY # 3 $121,000 $0 $0 $121,000
Furniture and Furnishings
Artwork and Plants $5,000 $0 $0 $5,000
Furniture and Furnishings $80,000 $0 $0 $80,000
Lockers Allowance $8,000 $0 $0 $8,000
Signage Fabrication and Install allowance $50,000 $0 $0 $50,000
Make Ready Moves furniture Allowance $30,000 $0 $0 $30,000
contingency 10% $11,300 $0 $0 $11,300
TOTAL CATEGORY #4 $184,300 $0 $0 $184,300
Communication
IT Cabling & Equipment $108,276 $0 $0 $108,276
Contingency $16,724 $0 $0 $16,724
TOTAL CATEGORY #5 $125,000 $0 $0 $125,000
Professional Services
Previous struct/geotech fees paid $197,190 $197,190 $197,190 $0
Make Ready Design $80,000 $0 $0 $80,000
Architecture/engineering $883,960 $650,000 $445,772 $438,188
CD add services (server room / increment 3) $27,900 $27,900 $7,000 $20,900
Fugro Liquefaction Additional testing $16,987 $0 $0 $16,987
Geo Technical Field Administration $101,603 $0 $0 $101,603
Pre-Construction Project Management $131,400 $131,400 $24,920 $106,480
Construction Management $207,730 $0 $0 $207,730
OSHPD Field Observation (IOR) 3% Construction $189,232 $0 $0 $189,232
FA design $40,000 $0 $0 $40,000
Reimburseables $111,115 $0 $0 $111,115
Nursecall upgrade allowance $100,000 $0 $0 $100,000
Contingency $113,000 $0 $0 $113,000
TOTAL CATEGORY #6 $2,200,117 $1,006,490 $674,882 $1,525,235
Legal & Real Estate Expenses
Contract review $10,000 $0 $0 $10,000
Insurance policy review $5,000 $0 $0 $5,000
TOTAL CATEGORY #7 $15,000 $0 $0 $15,000
[SUBTOTAL CATEGORIES 1-7 $9,371,988 $1,006,490 $674,882 $8,697,106 |
Contingency
Owner's Contingency (10%) $937,199 $0 $0 $937,199
TOTAL CATEGORY #8 $937,199 $0 $0 $937,199
[TOTAL PROJECT $10,309,187 $1,006,490 $674,882 $9,634,305 |

Copy of cash flow alameda101910r2 / Combined
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Project Budget Alameda Hospital

10/29/2010

Increment 1
Description 2010 Budget Committed Spent to date Bqugt
remaining
Fees, Entitlements & Permits $143,108 $0 $0 $143,108
Construction $2,155,237 $0 $0 $2,155,237
Equipment $0 $0 $0 $0
Furniture and Furnishings $0 $0 $0 $0
Communications $50,000 $0 $0 $50,000
Professional services $886,657 $515,830 $321,828 $564,830
Legal and Real Estate $7,500 $0 $0 $7,500
Contingency $324,250 $0 $0 $324,250
total $3,566,752 $515,830 $321,828 $3,244,925
_ . Budget .
Description 2010 Budget Committed Spent to date e NOTES/Risks
remaining
Fees, Entitlements & Permits
OSHPD Permit Fees (1.64% of Constr.) $35,346 $35,346
Testing & Special Inspection (5%) $107,762 $107,762
TOTAL CATEGORY #1 $143,108 $0 $0 $143,108
Construction
NPC-3 Work (Surgery Area) $500,000 $500,000
Bridge Removal, Liquefaction Mitigation, Shear Walls $1,455,237 $1,455,237 per Faithful Gould 4/2/10
Lead/Asbestos - Sampling and clearances $25,000 $25,000
Lead/Asbestos - Abatement $50,000 $50,000
West Wing subgrade improvements $75,000 $75,000 moves and added allowance
Waterproofing allowance $50,000 $50,000
TOTAL CATEGORY # 2 $2,155,237 $0 $0 $2,155,237
Equipment
$0
$0
$0
TOTAL CATEGORY # 3 $0 $0 $0 $0
Furniture and Furnishings
$0
$0
$0
$0
TOTAL CATEGORY # 4 $0 $0 $0 $0
Communication
IT Cabling & Equipment relocations $33,276 $0 $0 $33,276 next level estimate 7/27/10
Contingency $16,724 $0 $0 $16,724
TOTAL CATEGORY #5 $50,000 $0 $0 $50,000
Professional Services
Previous struct/geotech fees paid $197,190 $197,190 $197,190 $0
Architecture/engineering $259,960 $259,960 $114,710 $145,250
Fugro Liquefaction Additional testing $16,987 $16,987 |four additional tests
Geo Technical Reporting and CA $101,603 $101,603
Pre-Construction Project Management $58,680 $58,680 $9,928 $48,753
Construction Management $103,865 $103,865
OSHPD Field Observation (IOR) 3% Construction $64,657 $64,657
Reimburseables $45,715 $45,715
Contingency $38,000 $38,000
TOTAL CATEGORY #6 $886,657 $515,830 $321,828 $564,830
Legal & Real Estate Expenses
contract review $5,000 $0 $0 $5,000
insurance policy review $2,500 $0 $0 $2,500
TOTAL CATEGORY #7 $7,500 $0 $0 $7,500
|SUBTOTAL CATEGORIES 1-7 $3,242,502 $515,830 $321,828 $2,920,674 |
Contingency
Owner's Contingency (10%) $324,250 $0 $0 $324,250
TOTAL CATEGORY #8 $324,250 $0 $0 $324,250
|TOTAL PROJECT $3,566,752 $515,830 $321,828 $3,244,925 |

Copy of cash flow alameda101910r2 / Increment 1
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Project Budget Alameda Hospital 10/29/2010
Increment 2
Description 2010 Budget Committed Spent to date Bqu?t
remaining
Fees, Entitlements & Permits $231,736 $0 $0 $231,736
Construction $3,490,000 $0 $0 $3,490,000
Equipment $66,000 $0 $0 $66,000
Furniture and Furnishings $124,300 $0 $0 $124,300
Communications $50,000 $0 $0 $50,000
Professional services $1,089,545 $710,580 $347,990 $741,556
Legal and Real Estate $7,500 $0 $0 $7,500
Contingency $505,908 $0 $0 $505,908
total $5,564,989 $710,580 $347,990 $5,217,000
. . Budget .
Description 2010 Budget Committed Spent to date o NOTES/Risks
remaining
Fees, Entitlements & Permits
OSHPD Permit Fees (1.64% of Constr.) $57,236 $57,236
Testing & Special Inspection (5%) $174,500 $174,500
Roof Testing $0
Contingency $0
TOTAL CATEGORY #1 $231,736 $0 $0 $231,736
Construction
$0
Kitchen Café $3,460,000 $3,460,000 per Davis Langdon 8/17/10
$0
$0
Miscellaneous utility bracing allowance $30,000 $30,000
TOTAL CATEGORY # 2 $3,490,000 $0 $0 $3,490,000
Equipment
Kitchen Equipment Allowance $15,000 $15,000 installation and miscellaneous
Kitchen Contingency 10% $51,000 $51,000 | 510K equipment in construction
TOTAL CATEGORY # 3 $66,000 $0 $0 $66,000
Furniture and Furnishings
Artwork and Plants $5,000 $5,000
Furniture and Furnishings $80,000 $80,000 Café Seating
Lockers Allowance $8,000 $8,000
Signage Fabrication and Install allowance $20,000 $20,000
$0
contingency 10% $11,300.0 $11,300
TOTAL CATEGORY #4 $124,300 $0 $0 $124,300
Communication
IT Cabling & Equipment & design $50,000 $0 $50,000
Contingency $0 $0 $0
TOTAL CATEGORY #5 $50,000 $0 $0 $50,000
Professional Services
Architecture/engineering $624,000 $624,000 $331,062 $292,938
CD add services (server room / increment 3) $27,900 $27,900 $7,000 $20,900
Pre-Construction Project Management $58,680 $58,680 $9,928 $48,753
Construction Management $103,865 $103,865
OSHPD Field Observation (IOR) 3% Construction $104,700 $104,700
FA design $40,000 $40,000
Reimburseables $65,400 $65,400
Contingency $65,000 $65,000
TOTAL CATEGORY #6 $1,089,545 $710,580 $347,990 $741,556
Legal & Real Estate Expenses
contract review $5,000 $0 $0 $5,000
insurance policy review $2,500 $0 $0 $2,500
TOTAL CATEGORY # 7 $7,500 $0 $0 $7,500
|SUBTOTAL CATEGORIES 1-7 $5,059,081 $710,580 $347,990 $4,711,092 |
Contingency
Owner's Contingency (10%) $505,908 $505,908
TOTAL CATEGORY #8 $505,908 $0 $0 $505,908
|TOTAL PROJECT $5,564,989 $710,580 $347,990 $5,217,000 |

Copy of cash flow alameda101910r2 / Increment 2
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Enabling / Decommissioning

Project Budget Alameda Hospital

10/29/2010

Description 2010 Budget Committed Spent to date Budg_et
remaining
Fees, Entitlements & Permits $43,990 $0 $0 $43,990
Construction $662,500 $0 $0 $662,500
Equipment $55,000 $0 $0 $55,000
Furniture and Furnishings $60,000 $0 $0 $60,000
Communications $25,000 $0 $0 $25,000
Professional services $223,915 $14,040 $5,065 $218,850
Legal and Real Estate $0 $0 $0 $0
Contingency $107,041 $0 $0 $107,041
total $1,177,446 $14,040 $5,065 $1,172,381
. . Budget .
Description 2010 Budget Committed Spent to date S NOTES/Risks
remaining
Fees, Entitlements & Permits
OSHPD Permit Fees (1.64% of Constr.) $10,865 $10,865
Testing & Special Inspection (5%) $33,125 $33,125
Roof Testing $0
Contingency $0
TOTAL CATEGORY #1 $43,990 $0 $0 $43,990
Construction
$0
Make Ready enabling Moves $300,000 $300,000
Lead/Asbestos - Sampling East building $2,500 $2,500
Lead/Asbestos - Abatement East building $10,000 $10,000
$0
Decommissioning projects $350,000 $350,000 East kitchen dining renovation
TOTAL CATEGORY # 2 $662,500 $0 $0 $662,500
Equipment
Decommissioning Equipment Allowance $50,000 $50,000
Decommissioning Contingency 10% $5,000 $5,000
TOTAL CATEGORY # 3 $55,000 $0 $0 $55,000
Furniture and Furnishings
Artwork and Plants $0
Furniture and Furnishings $0
Lockers Allowance $0
Signage Fabrication and Install allowance $30,000 $30,000
Make Ready Moves furniture Allowance $30,000 $30,000
Contingency $0
TOTAL CATEGORY #4 $60,000 $0 $0 $60,000
Communication
IT Cabling & Equipment Allowance $25,000 $0 $25,000
Contingency $0 $0
TOTAL CATEGORY #5 $25,000 $0 $0 $25,000
Professional Services
Make Ready Design $80,000 $80,000
Pre-Construction Project Management $14,040 $14,040 $5,065 $8,975
Construction Management
OSHPD Field Observation (IOR) 3% Construction $19,875 $19,875
Nursecall upgrade allowance $100,000 $100,000
Contingency $10,000 $10,000
TOTAL CATEGORY #6 $223,915 $14,040 $5,065 $218,850
Legal & Real Estate Expenses
contract review $0 $0
insurance policy review
TOTAL CATEGORY # 7 $0 $0 $0 $0
[SUBTOTAL CATEGORIES 1-7 $1,070,405 $14,040 $5,065  $1,065,340 |
Contingency
Owner's Contingency (10%) $107,041 $107,041
TOTAL CATEGORY #8 $107,041 $0 $0 $107,041
|TOTAL PROJECT $1,177,446 $14,040 $5,065 $1,172,381 |

Copy of cash flow alameda101910r2 / Enabling Decommissioning
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Alameda Hospital
Compliance Program

Annual Report
To
Board of Directors

January 2009 — June 2010

Privileged & Confidential

Presented by:
Joyce Walker
Compliance Officer
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ANNUAL COMPLIANCE REPORT
January 2009 through June 2010

Background

In late 1998, Alameda Hospital adopted a voluntary Compliance Plan which encompassed all of
the elements necessary for an effective compliance program. These elements included:

1.

2.

Compliance standards of conduct.

Designation of a Compliance Officer(s) or other appropriate supervision
Education and Training Programs

Maintenance of a process to receive complaints, maintain complainants anonymity,
and protect complainant from retaliation

Enforcement of the plan and disciplinary action against violators
Periodic audits and other evaluation techniques

Investigation and remediation of problems and the non-employment or retention of
sanctioned individuals

In 2003, the Compliance Plan Document was reviewed and revised by district legal counsel
Foley and Lardner. Recommended changes were implemented at that time. In late 2008, the
plan was reviewed and revised again. Recommended changes were approved in November

2008.

DHHS/OIG Work Plan — 2009/2010

The mission of the Office of Inspector General (OIG) isto protect HHS program integrity and
beneficiary well-being by detecting and preventing waste, fraud and abuse; identifying to
Congress, HHS, and the public opportunities to improve program economy, efficiency, and
effectiveness; and holding accountable those who violate program requirements.

Four components carry out OIG’s mission-related activities:

e The Office of Audit Services (OAS) provides auditing services for HHS, either by
conducting audits with its own audit resources or by overseeing audit work done by
others.
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e The Office of Evaluations and Inspections (OEI) conduct national evaluationsto provide
HHS, Congress, and the public with timely, useful, and reliable information on
significant issues.

e The Office of Investigations (Ol) conducts criminal, civil, and administrative
investigations of fraud and misconduct related to HHS programs, operations, and
beneficiaries.

e The Office of Counsel to the Inspector General (OCIG) provides general and legal
servicesto OIG, rendering advice and opinions on HHS programs and operations and
providing all legal support to OIG’s internal operations.

Annually, the OIG conducts a comprehensive work-planning process to identify the areas most
worthy of attention in the coming year. The factors taken into account to produce the final Work
Plan include:

e requirements for OIG reviews, as set forth in laws, regulations, or other directives,

e requests made or concerns raised by Congress and HHS's management,

¢ significant management and performance challenges facing HHS, which are identified as
part of HHS s annual agency financial report,

e work performed by HHS and other organizations, such as the Government Accountability
Office and the Office of Management and Budget (OMB); and

e Management’s actions to implement OIG recommendations from previous reviews.

At Alameda Hospital, each year’s OIG Work Plan is used as a guide to focus our effortsto
review internal practices, policies, and procedures as they apply to hospital compliance.

Summary of 2009 Compliance Activity

Compliance Committee

Joyce Walker, Director of Budget and Hospital Compliance continues to serve as Compliance
Officer. The continuing membership of the Compliance Committee includes Janet Dike,
Director of Quality Resource Management; Tony Corica, Director of Physician Relations; Kerry
Easthope, Associate Administrator; Kristy Lugert, Director of Health Information Management;
Phyllis Weiss, Director of Human Resoursces; Robert Lundy-Paine, Director of Information
Systems; David Neapolitan, Chief Financial Officer; Leon Dalva, Director of Revenue Cycle;
and Mary Bond, Executive Director of Nursing Services.

Kristy Lugert and Robert Lundy-Paine are co-chairmen of the HIPAA subcommittee. Additional
subcommittees are added on an ad-hoc basis to address specific issues that arise throughout the
year.
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The committee meets on a monthly basis. Its responsibilities include the development and
maintenance of compliance policies, procedures and standards; distribution of the compliance
plan document and coordination of all compliance related training programs; coordination of the
investigation and resolution of identified compliance problems or infractions; and
communication with the hospital’ s Board of Trustees.

From time to time certain issues are identified or questions raised that may require further in
depth review by legal counsel. Many of these issues are identified from the audits that are
performed throughout the year. Others result from investigations and analyses that are proposed
by the Centers for Medicare and Medicaid Services (CMS) and other regulatory agencies.

Standards of Conduct and Training

The Alameda Hospital Compliance Plan document contains certain Standards of Conduct with
which each employee, contractor and member of the Medical Staff is expected to comply. These
standards are summarized under the categories of General Matters (confidentiality, gifts and
gratuities, and protection of hospital assets); Discharge and Transfer (correct charging under
DRGs, and EMTALA regulations); Contracts with Physicians and Suppliers (kickbacks and
referrals); Patient Charts and Billing (medical necessity, correct coding, accurate medical record
documentation and correct cost reporting); and Collection of Co-Payments and Deductibles and
Refunds of Overpayments.

The Deficit Reduction Act of 2005 requires any entity that receives or makes payments under
Medicaid of at least five million dollars to have established written policies and procedures
regarding the Federal and State False Claims Act for their employees, agents and contractors. In
the fall of 2008, the Hospital implemented Administrative Policy #53 which provides important
information concerning false claims liability, anti-retaliation protections, and detecting and
responding to fraud, waste and abuse.

Each new employee and member of the Medical Staff receives a copy of the Compliance Plan
document and Administrative Policy #53.

At each new employee orientation session held during 2009 and fiscal 2010, there has been a
presentation on the Compliance Program at Alameda Hospital, including areview of the plan
document and Administrative Policy #53, and a discussion of the employee’s compliance rights
and responsibilities. A separate presentation on the Health Insurance Portability and
Accountability Act (HIPAA) was also done as a part of the orientation program.

Over the past year and a half, there were no reported violations of the codes of conduct.
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Reports, Inquiries and Audits

The compliance hotline was established in 2004 to provide a confidential mechanism for
employees to report issues, complaints or problems to the Compliance Committee. The hotline
number is found in the Compliance Plan as well as in the hospital internal telephone directory. It
is checked weekly to collect any complaints, problems or issues for review at the next scheduled
Compliance Committee meeting.

No major compliance issues or trends were noted on the hotline in the past year.

Annually, the hospital complies with the Office of Statewide Health Planning and Development
(OSHPD) requirement to file with the office a copy of its charge description master (CDM) each
July. In addition, the hospital is required to make a copy of its CDM available for public
inspection. An electronic version is available through the Business Services department for
public inspection.

The hospital has made necessary coding and billing changes its patient accounting systems based
upon periodic updates published by the Centers for Medicare and Medicaid Services.

Policies and Procedures

The Compliance Committee performs periodic reviews of policies and procedures that address
various compliance issues such as billing and coding; bad debts; refunds and rebates; and other
cost report issues. Updates and changes to the policies are made as appropriate.

From time to time, new procedures are developed and implemented based upon State and
Federal mandates or other changes in hospital procedures. To comply with sections 114 and 315
of the Fair and Accurate Credit Transactions Act of 2003 (enforced by the Federal Trade
Commission), an ldentity Theft policy (Administrative Policy #86) was implemented at the
hospital. The policy identifies the hospital’s procedure to detect, prevent and mitigate identity
theft in connection with opening a*“covered account” A “covered account” is any account
Alameda Hospital offers or maintains primarily for personal, family or household purposes that
involves or is designed to permit multiple payments or transactions; and any other account
Alameda Hospital offers or maintains for which there is a reasonably foreseeable risk to patients
or to the safety and soundness of Alameda Hospital from identity theft. The Federal Trade
Commission has announced that it will not enforce the “Red Flag Rule”’ until January 2011.

Disciplinary Procedures
No compliance issues have resulted in disciplinary actions over the last eighteen months.
HIPAA

The Health I nsurance Portability and Accountability Act of 1996 (HIPAA) provided for the
implementation of Public law 104-191. Thislaw was intended to guarantee the confidentiality of



records by establishing a three-pronged security process including electronic data interchange,
privacy of patient health information, and security of patient records. Alameda Hospital has
taken steps to comply with this law:

0 Developed updatesto keep staff informed about HIPAA, patient privacy, and the
security of patient records.

0 Developed aNotice of Privacy Practices (NPP) which is distributed to all patients
during the registration process.

0 Developed and implemented Business Associate agreements with all vendors that
have access to protected patient information.

0 Upgraded the hospitals computer network, including the segmentation of the
network to increase network security, a new firewall to monitor all inbound and
outbound network traffic, and software that monitors network security events and
notifies staff in the event of a breach.

0 Created disaster recovery resources including restoration of the Hospital’ s backup
tapes and assistance for 30 days in the event of a disaster that causes the loss of
data storage and access software.

In February of 2009, President Obama signed into law the American Recovery and Reinvestment
Act (ARRA). A part of this act, the Health Information Technology for Economic and Clinical
Health Act (HITECH) included numerous provisions that will impact the way health care
providers handle and protect patient health information. Highlights of the HITECH law include:

o Financial incentives, grants and loansto assist hospitals in adopting electronic
health records;

0 Penaltiesin the future for hospitals that fail of adopt electronic health records;

o Stricter privacy and security provisions including breach notification
requirements, new restrictions on disclosure of protected health information, new
rights for patients regarding electronic health records, and regulations to extend
security provisions to business associates.

Alameda Hospital has begun to take stepsto come into compliance with the new laws. Plans are
underway to enhance systems software to enable the hospital to adopt electronic health records.
Thiswill be afour step process called Advanced Clinical Services which will include the
implementation of Patient Care System (PCS), Physician Care Manager (PCM), Emergency
Department Manager (EDM), and ORM (Operating Room Manager). This process will be
spread over several years. Revisionsto the current Business Associate agreements have been
finalized and the new agreements are being forwarded to vendors for signature. During the next
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year, the hospital plans to assess security controls currently in place, perform security risk
analyses, and develop arisk management plan to address identified issues.

Medicare Program

The permanent Medicare Recovery Audit Contractor (RAC) program was implemented in
Californiain early 2010. This program was derived from the demonstration program that was
ingtituted in California, New York and Florida. The RAC auditors are for-profit companies
which have been given the authority to aggressively take back overpayments on behalf of
Medicare.

To prepare for the permanent RAC program, which will be administered in California by Health
Data Insights (HDI), Alameda Hospital has assembled a multidisciplinary RAC team, and has
contracted with The Advisory Board to use its web based Revenue Integrity Compass (RIC).
Thistool will enable the hospital to be proactive in assessing its audit risk, to aggressively
manage the audit process, and to help guarantee the safeguarding of its revenue.

Recommendations

Although the hospital has experienced very few compliance related issues, it is still imperative
that the program remain current in scope and visible to its employees, volunteers and medical
staff. The following recommendations should help in this process.

Review and revise the hospitals HIPAA policies and procedures, paying particular attention to
the new rules and regulations around the HITECH act. Develop more stringent staff training
regarding thisissue. Continue to update all Business Associate agreements with appropriate
vendors.

Schedule and document proactive internal and external audits that demonstrate the hospital’s
commitment to the evaluation of its billing and coding processes.

Establish a Compliance site on the hospital’ s intranet which will include pertinent training and
reference information, as well as copies of all compliance policies and links to other internal and
external compliance related sites.
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Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

Date: November 1, 2010

To: City of Alameda Health Care District Board of Directors
From: Jordan Battani, Board President

Subject: CEO Employment Agreement Renewal

Recommendation:

Authorize the renewal of the CEO employment agreement with Deborah Stebbins
effective November 1, 2010 including the revisions and adjustments detailed in the memo
below.

Background:

The original CEO employment agreement with Deborah Stebbins is due for update and
renewal effective November 1, 2010 at the conclusion of the one-year extension period
on the original 2007 agreement.

Stebbins performance, leadership and results have consistently exceeded expectations,
based on her annual performance appraisals and the overall performance of the Hospital.

Alameda Hospital and the Health Care District face significant challenges over the next
few years, and continuity and excellence in leadership will be a key success factor for the
organization.

Discussion:

Under the terms of the existing employment agreement, Stebbins base compensation was
due for evaluation and adjustment on November 1, 2009. Although her performance
evaluation was completed by the Board at that time, the review of compensation did not
take place and no adjustment was made. Based on the Alameda Hospital pay practices,
and budget, in place at that time Stebbins would have been eligible for an increase of 3%
to her base compensation.

There is some evidence (see attached materials) that total compensation for the CEO at
Alameda Hospital does not reflect current market conditions in terms of base
compensation, and in terms of the distribution of total compensation between base
compensation and incentive based earnings. In order to properly evaluate this evidence,
the Board requires a fact based, systematic assessment of relevant market comparisons —
which is not possible based on the information available at the time of employment
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agreement renewal. Accordingly, we have commissioned a survey and evaluation of
relevant hospital CEO total compensation which will be completed in the first quarter of
FY2011. This market survey approach will become a standard periodic evaluation going
forward.

A number of provisions in the existing employment require updating in order to align the
renewed agreement with
e the strategic objectives of the Hospital and the District
e relevant market conditions and comparisons of total compensation for hospital
executives
e pay and performance evaluation policies established for the Hospital
e relevant regulatory requirements

Summary of changesto the existing employment agr eement.

Term

The term of the agreement will be three years beginning on November 1, 2010. At the
end of this three year period the agreement can be extended for an additional one year. In
the event that the contract is extended for the additional year, all of the terms and
conditions of the employment agreement will remain in force.

Termination
This agreement can be terminated by Stebbins or the District. Stebbins agrees to provide
at least 90 days notice of resignation.

In the event that the District terminates Stebbins employment during the duration of this
agreement (three years, plus any extensions as noted above) other than for cause or
disability the District will pay Stebbins severance according to the terms described
below.

Severance
Severance payment will be paid under the following circumstances:

e Termination of Stebbins employment with the District other than for cause or
disability

e Elimination of Stebbins position with the District in the event of an organizational
change or restructuring that does not offer a position comparable in compensation,
authority or scope of responsibility

e Severance payment will be equal to Stebbins monthly base compensation times
the number of months remaining on the employment agreement. The severance
payment will not exceed 18 months of base compensation. (Note that this is in
compliance with Gov’t. Code Section 53260)
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Compensation

Base compensation will be evaluated annually, at the anniversary date of the employment
agreement, and will be subject to the standards, policies and practices in place for all non-
represented Alameda Hospital employees.

A market assessment of the total compensation package will be conducted by the Board
at least once during the duration of the employment agreement. Any adjustments to total
compensation that result from that review will be approved and finalized in conjunction
with the annual planning and budget cycle for Alameda Hospital and the District.

Summary of Adjustments

e A one-time payment to Stebbins of $8700.00 to reflect the 3% increase to her
base compensation that should have taken place on 11.1.2009

Date Corrected Base | Actual Base # of months Variance
(annual) (annual)

11.1.2009 to 302,000 300,000 4 $3000

2.28.2010

3.1.2010to 293,550* 285,000 8 $5700

10.31.2009

Total $8700

*Reflects the 5% wage rollback for all non-represented employees

e Increase CEO base compensation to $293,550 effective 11.1.2010 to reflect the
2009 increase

e Evaluate findings from market survey of total compensation. Determine
approved changes for incorporation to FY2012 budget and planning cycle with an
expected effective date of July 1, 2011.
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WHITE PAPER

A Survey Of Not-For-Profit Hospital CEO Salaries

Many Are Paid Above The Nationwide Average; Some Earn Millions

By RON SHINKMAN

INTRODUCTION

Those employed by hospitals — as well as elsewhere —
often wonder how much their superiors are paid. It's a
seminal workplace question.

When [ first began writing about healthcare in the
early 1990s, such questions were as mystery-shrouded
for journalists as they were for
employees.

That led to an interesting although not terribly
fruitful interlude at the magazine, wherein the 990s of
various healthcare lobbying groups were obtained and
scrutinized. Yet few of the juiciest items from those
forms ever made it into print. | could probably author
another white paper on the articles that were killed or
watered down by my editors at Modern Healthcare out
of concerns of being sued or offending potential

advertisers.

Not-for-profit institutions
such as hospitals were
required to file 990-Form tax
returns with the Internal
Revenue Service. However, an
actual member of the public
obtaining them was another
matter. You could file a state
public records act or Freedom
of Information Act request, but
it was a time-consuming

“If you want excellence, you
need fo be able fo attract
those people, and be able fo
compete against the
investor-owned hospitals.”

- Michael Landes, Eisenhower
Medical Center Foundation

Much has changed in the
decade after | left the magazine
and began working as an
independent journalist and
consultant. First, | am no longer
beholden to the interest of
other editors who are
themselves beholden (whether
this is good or bad is a matter
of debate).

Secondly, the Internet, in its
infancy as a research tool in the

process that could take months
to produce results.

When | worked as a reporter at Modern Healthcare
magazine in the latter half of the 1990s, some of the
rules regarding such data had begun to be relaxed.
Hospitals and other non-profit institutions were
required to have their most recent tax returns on hand,
or mail them out upon request.

1990s, has now transformed
how journalists obtain and
process information. Today, 990s are obtainable from
virtually any computer, with the waiting time for
downloads the only obstacle.
Lastly, the reporting process for 990s have been
modified to provide greater transparency as to
executive compensation. Not only is compensation

Does Your Organization Need a White Paper Like This?

Payers & Providers affiliate RFS Consulting has deep expertise in this
realm. Call (818) 848-8510 for details, or visit www.rfsconsult.com.
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clearly stated, it is broken up into definable
categories.

METHODOLOGY

| want to make clear that | am trained as a journalist
rather than a statistician. The data in this survey
reflects that. It may be skewed in some ways that
someone with more training in statistics may have
spotted more readily and controlled for specifically.
| therefore offer it as a snapshot of salary conditions
among California’s not-for-profit hospital CEOs - not
as a scientifically rigorous, peer-reviewed study.
However, it does contain many of the elements a
survey reader would look for. That would include
averages, medians and ranges. | also conducted
interviews with salary experts — who have far more
expertise in this arena than myself — and the data |
shared with them suggests that the survey presented
here is accurate.

The focus of this survey was on not-for-profit
hospitals because their tax returns are publicly
available. They were obtained via Guidestar
(www.guidestar.org), which provides data on non-
profit organizations.

Altogether, tax returns were obtained for 118
hospitals in California, about 30% of the overall total.
The bed size of the participating hospitals ranged
from 14 to 1,072 beds.

The average hospital size in the survey was 267
beds, and the median hospital size was 224 beds.
According to data gathered by the Office of Statewide
Health Planning and Development, the average
hospital in California is licensed for 205 beds. A
median was unavailable.

Although the transparency of tax data is fairly
uniform for not-for-profit hospitals, its availability is

not. Some hospitals file extensions for their tax returns

that may last six months or longer. As a result, the tax
returns obtained for this survey are either for the 2007
or 2008 calendar or fiscal years, whichever was the
most currently available. Altogether, 64 tax returns
were from 2007 and 54 were from 2008. For those
who have purchased the raw data on which this
survey was based, the specific reporting year is noted
for each hospital.

This survey includes few district hospitals, which
as public agencies are not usually required to file tax
returns. Some separate entities operate district
hospitals and are required to file a tax return. Only a
handful of such returns were obtained for this survey.

[ acknowledge this may skew the data away from rural
hospitals, many of which are operated by healthcare
districts, and often compensate their executives at a level
significantly lower than larger urban facilities. It is
hoped that the resources will be available for the next
survey to obtain the salary information for the district
hospitals.

This relative dearth of rural hospitals is
counterbalanced to some extent in that hospitals
operated by the University of California and county-
based, publicly-operated facilities were also excluded.
They are among the largest hospitals in California, and
some presumably pay their executives higher-than-
average salaries due to the complexity of their
operations.

OSHPD data was used for the net income and
charity care figures included in this survey. The data was
correlated to the most recently available year for each
hospital’s tax return. The data is self-reported by the
hospitals and audited by OSHPD for accuracy.

Of course, there has been much debate over how
hospitals report their charity care data, and how it
should be compared to its overall expenditure on public
benefits. That will be discussed in some depth here.

NOTES ON THE SURVEY

The salaries of 119 CEOs and one senior executive were
obtained in total. Along with the CEO of Hoag Memorial
Hospital Presbyterian, the pay of a retiring executive
vice president was included because his exit package
was larger than the CEO’s compensation in the available
year. San Gorgonio Memorial Hospital had two CEOs
during their available reporting year.

The compensation of three system CEOs were also
included. They were Gregory Adams and Benjamin Chu
of Kaiser Permanente’s Northern California and Southern
California divisions, and Chris Van Gorder of Scripps
Health. The reason that their salaries were included is
that the salary data for the individual hospitals within
each of these systems could not be obtained. Kaiser’s
individual hospitals also are not required to report their
financial data to OSHPD.

Although most salary data experts separate data
between systems and hospitals, | felt it appropriate to
report what | could find in these instances, given these
are two significant hospital operators in California. Their
salaries were also in line with CEOs of some of the larger
hospitals, so if they do skew the data, it is not
significantly so.
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In a few instances, salary data was reported for
hospital CEOs who are also system CEOs, such as
James Yoshioka at Citrus Valley Health Partners,
Ronald Werft of

That’s obviously changed. Industry observers say

that the competition to find qualified CEOs has put a

lot of pressure on hospital boards to ratchet up
compensation.

Cottage Health
System and J.
Kendall Anderson
of John Muir
Health. They are
listed as the
individual CEO for
each of their
hospitals, and their
compensation is
reported on the
individual tax
returns for their
hospitals.

| was able to
obtain virtually all

(2007)

The Five Most Highly Compensated Hospital CEOs/Executives

1. J. Kendall Anderson, John Muir Health, $7.45 million (2008)
2. Thomas Priselac, Cedars-Sinai Medical Center, $2.99 million (2007)
3. Peter Foulke, EVP, Hoag Memorial Hospital Presbyterian, $2.38 million

4. Chris Van Gorder, Scripps Health (system), $1.66 million (2007)
5. Martha Marsh, Stanford Hospital & Clinics, $1.58 million (2007)

How Some Other CEOs Fare

1. Warren Kirk, Alta Bates Medical Center, $845,237 (2007)

2. Jon Van Boening, Bakersfield Memorial Hospital, $650,360 (2007)

3. Barry Wolfman, Providence $t. Joseph Medical Center, $514,024 (2008)
4. Catherine Fickes, St. Vincent Medical Center, $440,274 (2007)

5. John Frye, Madera Community Hospital, $239,917 (2007)

“The challenge is
that the average has
been creeping
nationwide up over the
years,” said Kathryn
Peisert, managing
editor of the
Governance Institute
in San Diego.

Moreover,
compensation experts
say pay among hospital
CEOs in California
anywhere from 5% to
12% higher than the
nationwide average

of the salary data
for the individual
CEOs at Sutter Health and Adventist Health’s
hospitals, and therefore they were broken down and
reported separately.

In stark contrast was Catholic Healthcare West,
the state’s largest hospital operator. No salary data
was available at all for CHW at either the hospital or
system level, despite filing a tax return that is
significantly longer than all the others that were
obtained.

BASE SALARIES

The average base salary for the CEOs surveyed was
$514,237, and the median was $442,000. Base salaries
ranged from $169,789 to $2.375 million.

According to data from Integrated Healthcare
Strategies (IHS) in Minneapolis, the median base salary
among hospital CEOs nationwide was $434,000 in
2009, the most recent year for which data was
available.

According to a Hay Group survey published in
2001, hospital CEO base salaries nationwide reached a
median of $231,000, while the median of overall
compensation totaled $242,000. Pay was significantly
higher if the CEO ran a hospital with revenue of more
than $200 million: base pay reached a median
of $306,400, while the median of overall
compensation reached $316,400.

due to a variety of
factors.

“The cost of living is higher in California,
particularly in Los Angeles and the Bay Area, than in
many other parts of the country,” said Kevin Talbot, an
[HS senior vice president.

“There are more regulatory requirements and more
union activity in California, which would also impact
pay,” said Claudia Wyatt-Johnson, co-founder of PINP,
Inc., a Chicago-based healthcare executive
compensation consulting firm.

ADDITIONAL COMPENSATION

Most of the CEOs in this survey also received
additional compensation on top of their base salaries.
There are a wide range of categories for additional
compensation, but for most of the tax returns it was
counted as either incentive pay, bonus pay, deferred
compensation, lump sum retirement pay, nontaxable
benefits or expense account reimbursement.
Additional compensation averaged $216,210, or
slightly more than 40% of the base salary. However,
the median additional compensation was $88,965,
suggesting that such pay was heavily weighted toward
the highest overall earners. The range of additional
compensation was zero (three CEOs received no
additional compensation) to $6.7 million.
Traditionally, not-for-profit CEOs earn less in
additional compensation than their counterparts at for-
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profit or investor-owned hospitals.
“That is where for-profit pay tends to be
quite a bit higher,” Talbot said. Wyatt-
Johnson also noted that non-cash extras
that for-profit CEOs may receive (such
as country club memberships) are off-
limits in the not-for-profit realm.

Nonetheless, three CEOs earned
more than $1 million in additional
compensation, and account for about
one-third of the entire total of
additional compensation. Bernadette
Smith of Seton Medical Center and
Thomas Priselac of Cedars-Sinai
Medical Center each earned slightly
more than $1 million. J. Kendall
Anderson, CEO of John Muir Health,
earned $6.7 million.

Of Anderson’s additional
compensation, $5.3 million comprised
a lump sum retirement payout John
Muir was required to pay under IRS
guidelines when he turned 65 in 2008,
according to Alice Villanueva, John
Muir’s vice president of human
resources. Anderson received another
$540,000 retirement payout in 2009.
He has been with John Muir since the
mid-1970s.

In 2007, Anderson received
$823,000 in long-term and short-term
performance incentives in addition to
his base salary of $675,000. The long-
term incentives represented the
culmination of a three-year
performance incentive program,
according to Villanueva.

“Basically, his salary is set at the
50th percentile of the market, and he
has the opportunity to reach the 75th
percentile based on performance,”
Villanueva said.

John Muir uses data from the
benefits consulting firm Mercer to set
Anderson’s salary. Mercer officials
declined to comment.

Woyatt-Johnson noted that about
two-thirds of hospitals and hospital
systems peg compensation at the fiftieth
percentile of salaries.

“There was a time when everyone
wanted to pay at the 75th percentile,
but that was sort of like Garrison
Keillor, where everybody had a child
that was above average,” she said.

TOTAL COMPENSATION

Total compensation averaged $732,004
per CEO/Highest Paid Executive. That
compares to the nationwide median
total compensation of $511,000,
according to Talbot. The median total
compensation was $575,545. Total
compensation ranged from $204,487 to
$7.45 million.

Altogether, 18 CEOs and one senior
executive earned more than $1 million
per reporting year. Thirteen of those
reporting years were in 2007; five in
2008.

COMPENSATION PER BED

Hospital pay in this survey was pegged
to overall compensation per licensed
bed. The average compensation per bed
averaged $4,102. The median
compensation per bed was $2,611.
Compensation per bed ranged from
$486 to $22,354.

FEMALE CEOs - A
SIGNIFICANT
COMPENSATION
DISPARITY

There were 27 female hospital CEOs
included in this study, and there is a
distinct pay gap between this group and
their male counterparts. Their average
base pay was $426,879 — 17% below
the overall average for the survey. Their
median base pay was $358,467, 19%
below the median for the entire survey.
Base pay ranged from $169,789 to
$1.54 million.
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The average additional compensation for female
CEOs averaged $130,364, 39.8% below that of the
survey as a whole. The median was $73,589, 17.3%
below the median of the entire survey.

“People from childrens’ hospitals tend to be
recruited from childrens’ hospitals, so it’s a bit of a
supply and demand thing,” he said.

Additional compensation ranged from
$3,509 to $1.023 million.

Total compensation averaged
$557,071, which was 23.9% below the
average for the complete survey. The
median total compensation was
$426,250, 26% below the median for
the entire survey.

To be fair, many female hospital
CEOs are in charge of smaller rural
hospitals. However, the average size of
the hospitals overseen by women CEOs
is 255 beds, only 4.5% below the
average hospital size in this survey.

Overall compensation per bed for
female CEOs was $3,630, 11.6% below
the overall average. Overall

NET INCOME

Although all the hospitals surveyed
here are not-for-profit institutions, they
are allowed to have net incomes, so
long as that net is used for capital
projects or other operations related to
the hospitals and not distributed to
individuals or shareholders.

Many hospitals have been under
financial pressures due to payer mix,
unfunded mandates such as SB 1953,
or other issues. As a result, 33 of the
hospitals in this survey posted losses.
Of those, three had CEOs whose total

compensation above $1 million.

compensation ranged from $204,487

The remainder of the hospitals

to $1.58 million.

The salary experts did not have
any comment on the pay gap
between male and female hospital
CEOs, as it is data they do not
normally track. My suggestion: start
tracking it.

CHILDRENS” HOSPITALS

“If you are providing more to
your CEO than the
community, that should
require a revisiting of your
non-profit tax status.”

—-Anthony Wright, Health
Access

posted fairly strong bottom lines,
with five reporting net incomes
above $100 million. The average
net income for the hospitals in this
survey was $15.9 million. The
median was $11.9 million.

THE CHARITY CARE

— WHERE IT’S GOOD TO
BE KING

The CEOs of five childrens’ hospitals were included in
this survey, and their compensation was on the high
end. Their base salaries averaged $747,185, with a
median of $777,293. Total overall compensation
averaged $887,122, with a median of $999,787. Two
of the CEOs — Richard Cordova of Childrens Hospital
Los Angeles and Kimberly Cripe of Childrens Hospital
Orange County/Mission — earned over $1 million in
total compensation in 2007.

Talbot noted two factors that affect the pay of
childrens’ hospital CEOs: the complexity of operations
tends to be higher than that of an acute care facility,
with a difficult payer mix and a research component
attached. Moreover, the pool of candidates is relatively
limited.

QUESTION

Of course, charity care is a touchy subject in hospital
circles. What specifically defines this category? Is it
just the care rendered in the hospital to patients, or
does it include the total overall community benefit?

For this study, | relied on the OSHPD data reported
to the agency by the hospitals, which focuses on the
cost of charity care rendered to patients.

For this survey, the average amount of charity care
rendered by the hospitals was just under $5 million.
The median was $1.93 million. The charity care costs
ranged from $0 to $58.55 million.

Although most of the hospitals were more
munificent toward their patients than their CEOs, there
were still some aberrations. A total of 17 CEOs
received more in compensation than their hospitals
spent on charity care for the most recently available
reporting year, or 14% of the total surveyed.
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This disparity came under fire from both salary
experts and consumer advocates, who note that a
hospital’s not-for-profit status obliges it to spend a
significant amount on charity care.

“I really can’t see how you can defend that,”
Wyatt-Johnson said, adding that charity care goes to
the essence of a not-for-profit hospital’s mission.

Anthony Wright, executive director of Health
Access, a Sacramento-based consumer advocacy
group, concurred with Wyatt-Johnson.

“It paints a certain picture,” he said. “If you are
providing more to your CEO than the community, that
should require a revisiting of your not-for-profit tax
status.”

Some of the 17 CEOs are themselves an aberration.
John Muir’s Anderson made the list because his 2008
[ump sum retirement pay catapulted him past what his
hospitals spent on charity care. However, the amount
spent on charity care at John Muir decreased by about
$2.3 million between 2007 and 2008, suggesting that
some dollars may have been diverted to cover
Anderson’s payout (Net income also declined by about
$13 million). Anderson declined to be interviewed.

Anderson does return some of the money to John
Muir, recently donating $250,000 toward a capital
campaign, according to spokesman Ben Drew. But that
sum represents less than 3% of his overall
compensation between 2007 and 2008.

Other CEOs fairly consistently earn more than their
hospitals spend on charitable care. G. Aubrey Serfling,
the CEO of Eisenhower Medical Center in Rancho
Mirage, drew a larger total compensation package in
2006 and 2007 — about $1 million per year — than
what his hospital spent on charity care.

Michael Landes, president of the Eisenhower
Medical Center Foundation, noted the hospital’s
service area is one of the nation’s toniest cities. “We're
located in a place surrounded by country clubs,”
Landes said. “We don’t have a lot of Medi-Cal and
charity patients.” However, the hospital is located in
Riverside County, which has been hit particularly hard
by the recession.

Wyatt-Johnson was skeptical of such an
explanation. She suggested that if Eisenhower’s service
area was too affluent, it might consider a joint venture
with a hospital in a poorer area to try and boost its
level of charity care for patients who need it.

“If you are not serving a charitable purpose, you
should not have that tax exemption,” she said.

Landes also noted that Serfling, who received
much acclaim for turning around the finances of

California Pacific Medical Center in the mid-1990s,
did much the same for Eisenhower, which was losing
money when he took over a decade ago. The hospital
reported net income of $30.5 million in 2007.

Moreover, Serfling transformed fundraising for the
hospital, which raised less than $10 million a year
before he took over. It now averages about $50 million
a year — more than enough to pay for a seismically
updated replacement facility.

“For us, | just cannot see penalizing a guy who
took this place out of a firestorm,” Landes said. “If you
want excellence, you need to be able to attract those
people, and be able to compete against the investor-
owned hospitals.”

Landes noted that if shortfalls to Medi-Cal and
Medicare were included and toted up with overall
community benefits, it costs the hospital about $40
million per year.

Eisenhower did spend $1.8 million on charity care
in 2009, about double what it spent in 2007 — partly as
a result of the deteriorating economic climate,
according to Landes. That is likely to outstrip Serfling’s
overall compensation — unless he qualified for a lump-
sum retirement payout. Serfling turned 65 last year.

WHAT’S NEXT

Although hospital CEOs have been doing quite well
over the past decade, the Great Recession, which
began in December 2007, has exerted a gravitational
pull on salaries.

“Once we hit 2008 (salary increases) went down
across the board,” Talbot said. Whereas 4% annual
increases in compensation were commonplace, that's
down to 2.5% to 3%, he added.

Wyatt-Johnson sees an even harsher environment.

“According to our data, about 50% of CEOs
received no base salary increase in 2009, and another
50% received significantly diminished incentive pay,
or none at all,” she said, adding that most hospitals are
being hit hard by decreases in elective procedures and
increases in the number of uninsured patients.

Conversely, that has also pushed hospital boards to
take a harder look at how they compensate their CEOs.

“They’re getting a little more assertive as to their
responsibilities,” Wyatt-Johnson said.

Moreover, as the facets of federal healthcare
reform kick in over much of the next decade, the
Governance Institute’s Peisert believes hospitals will
have to take a harder look at their charity policies.

“There will be less direct charity care, and
hospitals will have to compensate by providing more
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community benefits,” she said, adding that hospitals
will also come under greater scrutiny as to the
compensation-versus-charity equation.

“The tax-exempt status challenges are going to be a

lot more difficult once more people are insured,”
Peisert said.
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Chief Executive Officer

West

Average Base Salary Trends

$400.0
$375.0 -
2
§ $350.0 -
S
$325.0 {  $32909
$300.0
2005 2006 2007 2008 2009
Year
Annual Base Salary & Annual Total Compensation
#OF | #OF |AVG. BASE | AVG. TOTAL WEIGHTED AVG. [WEIGHTED AVG, |
ORGS.| INC. | SALARY COMP. | MEDIAN | BASE SALARY | TOTAL COMP.
All Employers 253 | 253 $368.0 $432.3 | $316.5 $368.0 $432.3
BY ORGANIZATION REVENUE (MILLIONS)
Up t0 20.0 45 45 $302.8 $352.0 | $251.1 $302.8 $352.0
20.0 up to 75.0 76 76 $298.8 $347.6 | $271.6 $298.8 $347.6
75.0 up to 300.0 55 55 $368.5 $436.4 | $361.6 $368.5 $436.4
300.0 up to 1000.0 43 43 $454.5 $519.7 | $380.9 $454.5 $519.7
1000.0 up to 3000.0 16 16 $539.9 $665.6 | $543.3 $539.9 $665.6
3000.0 and Up 5 5 $802.5 $10654 | $936.0 $802.5 $1065.4
BY ORGANIZATION SIZE
Up to 100 29 29 $302.0 $358.1 | $276.2 $302.0 $358.1
101 to 200 52 52 $300.5 $343.2 | $273.4 $300.5 $343.2
201 to 500 68 68 $319.7 $387.4 | $297.2 $319.7 $387.4
501 to 1000 48 48 $376.3 $425.3 | $354.3 $376.3 $425.3
1001 to 5000 45 45 $470.0 $553.3 | $425.9 $470.0 $553.3
Over 5000 11 11 $706.9 $863.0 | $778.3 $706.9 $863.0
BY INDUSTRY
Banking and Finance 52 52 $369.9 $416.7 $328.2 $369.9 $416.7
Healthcare 34 34 $382.4 $406.7 | $319.3 $382.4 $406.7
Hospitality 17 17 $412.2 $546.0 | $330.0 $412.2 $546.0
Insurance 43 43 $406.8 $468.1 $356.1 $406.8 $468.1
Manufacturing 23 23 $359.0 $428.5 | $300.7 $359.0 $428.5
Not-For-Profit 25 25 $303.4 $337.0 | $264.5 $303.4 $337.0
Services 26 26 $350.1 $492.6 $301.3 $350.1 $492.6
Utilities 33 33 $346.3 $405.6 | $315.7 $346.3 $405.6

© Compdata Surveys - Executive Compensation 2009/2010
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Chief Executive Officer

Executive Incentives g
;]
% OF ORGS WITH EMPLOYMENT CONTRACT| AVG. LENGTH OF CONTRACT % WITH TERMINATION AGREEMENT -
33.3 29 67.9
PERQUISITES (% OFFERING) LONG-TERM INCENTIVES (LTI1) (% OFFERING)
Annual Physical Exam 1341 Incentive Stock Options - Non-Qualified 6.1
Car Allowance 34.0 Incentive Stock Options - Qualified 4.1
Club Membership(s) 16.2 Long-Term Cash 3.1
Company Car 27.0 Performance Share Plans 71
Housing Allowance 8.1 Performance Unit Plans 341
Spouse Travel Allowance 101 Phantom Stock - Appreciation Only 1.0
Supplemental Disability Program 23.0 Phantom Stock - Full Value 0.0
Supplemental Executive Retirement Plan 16.2 Restricted Stock/Restricted Stock Units 5.1
Supplemental Medical Coverage 21.2 Stock Appreciation Rights 1.0
Supplemental Life Insurance 141 % Do Not Offer LTI for this Position 38.4
Voluntary Deferred Compensation Program 28.6
% Do Not Offer Perquisites for this Position 10.3

% OF ORGS WITH STOCK GUIDELINES

15.2

SHORT-TERM INCENTIVES

% NOT ELIGIBLE | AVG. THRESHOLD %

AVG. TARGET %

AVG. MAXIMUM %

AVG. ANNUAL INCENTIVE ($)

36.7

30.0

50.8 205942

SHORT-TERM INCENTIVES (% OFFERING) REWARD SYSTEMS (% OFFERING)

EVA (Economic Value-Added) 4.1 Bonus 515
Personal Performance 33.0 Deferred Profit Sharing 6.2
Profits 24.7 Incentive Pay 16.5
Retum on Assets 94 Key Contributor 6.2
Return on Equity 5.2 Non-Deferred Profit Sharing 3.1

Return on Sales 5.2 % None Offered 0.0

Unit Performance 8.2

% with None Offered for this Position 18.6

© Compdata Surveys - Executive Compensation 2009/2010
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>
Alameda Hospital

CITY OF ALAMEDA HEALTH CARE DISTRICT

Date:  October 27, 2010
To: Board of Dircctors
Re:  Administrative Pension Plan Oversight Committee (APPOC) Report
Members: Mike McCormick, Chair Deborah Stebbins, CEO
David Neapolitan, CFO Phyllis Weiss, HR Director
Karen Hopkins, Benefits Coordinator
The APPOC met on Wednesday, 10/20/10 and covered the following topics:
Review of the Diversified investment options’ performance
401a) Employer contribution plan & 457[b] Employce contribution plan
Review of the HighMark investment options’ performance

ECHO 403{b] (Frozen) Plan

The committee feels that the current investment options are appropriate and meeting current goals. We are adopting a formal
investment policy that will assist in measuring future success against our established goals.

Current status of the two active plans:

401]a] Employer contribution plan (covers all non-represented employees and those in Local #6-X-ray and Local #29-Lab):

Number of participants: 198
Contribution rate: 6%
Total Plan asscts: $2.6M as of 12/31/09

$3.2M as of 10/25/10

e Recommendation by the APPOC to approve a supplemental good-faith PPA/HEART amendment
e Recommendation by the APPOC to approve an additional amendment adopting the provisions of the Emergency
Stabilization Act of 2008
o Both of these amendments are required to be adopted in order to meet Federal Compliance Standards
o Both amendments are listed on the Consent Agenda for approval by the board.

457{b] Employee Deferred Compensation plan (all employees eligible to participate):

Number of participants: 378 (approximately 60% of employee population)
Avg. employee contribution: $5.468/yr
Total Plan assets: $26.7M as of 12/31/09

$28.5M as of 10/25/10
e  We are considering an amendment that would allow participants to designate their elective deferral contributions as ROTH

contributions and convert plan amounts that are distributable as an eligible rollover distribution to ROTH contributions
within the plan as soon as more information is available. This amendment can be adopted any time after January 1, 2011,

Current status of the ECHO 403[b] (Frozen) Plan:

ECHO Plan:
Number of participants: 116 asof  7/1/10
Total Plan asscts: $1.6M as of 7/1/10

Actuarial report as of July 1, 2009: for the plan year ending 6/30/10, the Hospital made contributions of $168,000 against the plan’s
Annual Required Contribution (ARC) of $118,361. Summuary of Actuarial report included.

]
2070 Clinton Avenue e Alameda, CA 94501 @ TEL (§10) §22-3700 - www.alamedahospital.org 77



Administrative Pension Plan Oversight Committee (APPOC) Report Continued:

Current status of Union sponsored plans:

These plans are subject to the Pension Protection Act of 2006 which measures their ability to fund their respective plans,
expressed in terms of:

e Green (meets funding requirements)

° (in cautionary status) or

¢ Red (critical status - does not meet funding requirements — recovery plan must be in place).

Steelworker’s Pension Plan (covers Registered Nurses)

This plan continues to be in a “green” status for 2010.

The contribution rate for Nurses 7.5% of wages earned

Note: this amount has been capped in the new contract (no increase).
Annual contributions are approximately $755K

SEIU-UHW-West (covers service workers and LVN’s/C.N.A.’s)
This plan is in a “red” status for 2010.
The Recovery Plan included requiring the Hospital to pay a 10% penalty in order to subsidize unfunded liability.
Contribution rate, effective 6/10, is $1.30/hour
Annual contributions are approximately $253K plus the 10% subsidy.

United H.E.R.E. Local #2850 (covers cooks pension only)

This plan has been in a “green” status in the past.
We are waiting for the current status.
Contribution rate is $120.00/mo

Annual contributions are approximately $4,400.00

Stationary Engineers Local 39 Pension Trust (covers engineers onl
This plan was placed in a “red” status.
The recovery plan included reduction of benefits for participants retiring after a certain date in 2008 and, effective
August 1, 2010, allocating a portion of the contributions received towards their unfunded liability.
This recovery plan did not result in any costs to the Hospital.
Contribution rate is $6.46/hour (equals approx. 16% contribution)
Annual contributions are approximately $64K

Submitted by: ~ Phylljs W¢iss, Director
Human Resources Dept.
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Actuarial Valuation Report
As of July 1, 2009

Alameda Hospital
Pension Plan

ALTMAN & CRONIN

BENEFIT CONSULTANTS, LLC
100 Pine Street, Suite 1500
San Francisco, CA 94111
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1. Summary

1.1  Highlights of the valuation report
1.2 Summary of principal valuation results

1.3 Certification

Alameda Hospital 1
Pension Plan

Altman & Cronin
Benefit Consultants, LLC
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1.1 Highlights

This report has been prepared by Altman & Cronin Benefit Consultants, LLC for Alameda
Hospital to:

o present the results of the valuation of the Alameda Hospital Pension Plan as of July 1,
2009,

¢ provide to the plan sponsor the annual required contribution under the Plan for the plan
year ending June 30, 2010; and

e provide reporting and disclosure information for financial statements, government
agencies and other interested parties.

Contributions

The following summarizes important contribution information.

Plan Year Ending Plan Year Ending

June 30, 2010 June 30, 2009
Annual Required Contribution (ARC) $118,361 $128,149
Actual contribution made $168,000 $128,149

For the plan year ended June 30, 2010, the Hospital made contributions of $168,000 to the
plan, while the plan’s Annual Required Contribution (ARC) is $118,361.

GASB Pension Cost

The following summarizes important accounting cost information.

Fiscal Year Ending  Fiscal Year Ending
June 30, 2010 June 30, 2009

Annual Pension Cost (APC) $123,739 $133,220

Because the Hospital’s annual pension cost of $123,739 is less than the actual contributions of
$168,000, the Hospital’s net pension asset will increase to $160,630 at June 30, 2010.

Alameda Hospital 2 Altman & Cronin
Pension Plan Benefit Consultants, LLC
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1.2  Summary of Principal Valuation Results

A summary of principal valuation results from the current valuation follows.

Actuarial Valuation as of

July 1, 2009

Summary of Costs
Normal cost $0
Annual Required Contribution (ARC) 118,361
Normal cost as % of covered payroll N/A
Annuval required contribution as % of covered payroll N/A
GASB annual pension cost 123,739
Assets and Actuarial Present Values
Market value of assets $1,499,904
Actuarial value of assets 1,499,904
Actuarial accrued liability 2,671,515
Unfunded actuarial accrued liability 1,171,611
Summary of Data
Number of participants in valuation

Active participants 91

Terminated with deferred benefits 35

Retirees and beneficiaries 0
Total 126
Active Participant Statistics
Total compensation N/A
Average compensation N/A
Average age 52.0
Average credited service 11.4

Alameda Hospital 3

July 1, 2008

$0
128,149
N/A
N/A
133,220

$1,370,353
1,370,353
2,700,503
1,330,153

95
35

130

N/A
N/A
51.3
11.8

Altman & Cronin

Pension Plan Benefit Consultants, LLC



Hospital Reorganization as Healthcare District

On November 1, 2002, Alameda Hospital reorganized into a governmental entity known as the
City of Alameda Healthcare District (doing business as Alameda Hospital). Since ERISA
does not apply to governmental plans, this valuation does not comply with the minimum
funding requirements of ERISA. Furthermore, because the Hospital is a governmental entity,
it must account for the pension plan on its books under Governmental Accounting Standards
Board (GASB) Statements No. 25 and 27. Therefore, as part of this report, we have included
the disclosure information required under GASB No. 27.

Assumption and Method Changes

There have been no assumption or method changes since the prior valuation.

Contributions and Funded Status

For the 2009/2010 plan year, the Hospital’s Annual Required Contribution (ARC) is
$118,361. For the 2008/2009 plan year, the Hospital’s Annual Required Contribution (ARC)
was $128,149.

The plan’s funded status on the accrued liability basis has increased from 50.7% as of July 1,
2008 to 56.1% as of July 1, 2009. The increase from July 1, 2008 to July 1, 2009 was
primarily the result of strong asset performance during the 2008/2009 plan year, as well as the
Hospital’s monthly contributions.

Alameda Hospital 4 Altman & Cronin
Pension Plan Benefit Consultants, LL.C
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1.3 Certification

We have prepared an actuarial valuation of the Alameda Hospital Pension Plan as of July 1,
2009 for the plan year ending June 30, 2010. The results of the valuation are set forth in this

report.

The valuation is based on employee and financial data which were provided by the company
and are summarized in this report.

All costs, liabilities and other factors under the Plan were determined in accordance with
generally accepted actuarial principles and procedures, in accordance with the provisions of
current federal statutes and regulations, using an actuarial cost method which we believe is
appropriate. In our opinion, the actuarial assumptions are reasonable and represent our best
estimate of the anticipated experience under the Plan. This report fully and fairly discloses the
actuarial position of the Plan on an ongoing basis.

We are available to answer any questions on the material contained in the report, or to provide
.explanations or further details.

?ﬁﬁw_ {‘,{au a 0?/02/w10

Thomas E. Gibbs, Jr., FSA Date
EA # 08-5726

Oé———)&———ﬂ‘ ?/2/aeci0

Scott H. Leu, ASA Date
EA # 08-6706

Alameda Hospital 5 Altman & Cronin
Pension Plan Benefit Consultants, LLC
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