
 
 

This is being noticed as a Board Meeting as a quorum of Directors may be present.  Ex-officio members and non-committee members cannot vote on 
any item, whether or not a quorum of the Board is present. 

 
Finance and Management Committee Agenda   June 29, 2011
                            

UPDATED: 6/27/11 
 
 

Finance and Management Committee  
Meeting Notice & Agenda 

 
 
 
 
 
 
 
 

Office of the Clerk: (510) 814-4001 
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. 
  

I. Call To Order              Michael McCormick  
                  

II. Action Items         

A.  Acceptance of June 1, 2011 Minutes [enclosure] Michael McCormick 

B.  Recommendation to Accept May 2011 Financial Statements 
[enclosure] 

David A. Neapolitan 

C.  Analysis of Decrease in Outpatient Volume by Cost Center David A. Neapolitan 

D.  Recommendation to Allow Access to Bank of Alameda 
Line of Credit [enclosure] 

Deborah E. Stebbins 

David A. Neapolitan 

III. Chief Financial Officer’s Report           David A. Neapolitan 

A.  Workers Compensation Insurance Update  

B.  IGT Update  

IV. Chief Executive Officers Report           Deborah E. Stebbins 

A.  AB 97 Update  
 

V. Board / Committee / Staff Comments 

VI. Adjournment 
 

Next Meeting Scheduled for:  Wednesday, July 27, 2011 
 

 

Wednesday, June 29, 2011 
7:30 a.m. – 9:00 a.m. 
Dal Cielo Conference Room 



 

  
 

 
Finance and Management Committee Minutes 

June 1, 2011 

 
Members Present:  

(Voting) 

Mike McCormick, Chair 

Robert Deutsch, MD  

Ann Evans (by phone) 

James Oddie  

Jim Yeh, DO  

Ed Kofman 

Management Present: Deborah E. Stebbins  

David A. Neapolitan 

Kerry J. Easthope  

Mary Bond, RN 

 

Ex Officio/Guests:  Jordan Battani   

Absent: William Sellman, MD   

Submitted by:   Christina Lamar   

Topic Discussion Action / Follow-Up 

I. Call to Order Mike McCormick called the meeting to order at 7:32 a.m. 
noting that a quorum of voting members was present. 

 

II. Action Items A. Acceptance of April 27, 2011 Minutes 

  

Mr. Kofman made a motion 
to accept the minutes as 
presented.  Dr. Deutsch 
seconded the motion.  The 
motion carried. 

 B. Recommendation to Accept April 2011 Financial 
Statements 

Mr. Neapolitan presented the April 2011 Financial Statements 
noting the following key points: 

The average daily census (ADC) was 80.8 versus a budgeted 
85.3.  Acute ADC 27.5 versus a budgeted 28.8.  Sub-Acute ADC 
was 32.4 versus a budgeted 33.5.  South Shore ADC was 21.0 
versus a budgeted 23.0.  Total gross patient revenue was less 
than budget by $2,127,000 with inpatient programs less than 
budget by $1,021,000 and outpatient programs less than budget 
by $1,106,000.  Net patient revenue was $1.3 million or 26.4% 
less than budget.  Expenses were $20,000 favorable to the fixed 
budget.  The management team has implemented several 
initiatives to respond to the unfavorable financial performance 
such as the inclusion of mandatory closure days, furlough days, 
elimination of consulting services, reduction in the use of 
CNA’s, negotiating reductions in service agreement costs, 
reduced staked parking services, reduced security coverage, and 
declining specific membership renewals. In addition, there are 
many initiatives that are in process such as the expansion of 
SubAcute services / beds, meetings with CMS regarding 
reimbursement, termination of the inpatient Medi-Cal contract, 
expand skilled nursing, and staffing changes.    

Dr. Deutsch made a 
recommendation to accept 
the April Financial 
Statements as presented.  
Mr. Oddie seconded the 
motion.  The motion carried. 
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 C. Recommendation to Accept the FY2012 Operating 
Budget 

Management presented the FY 2012 proposed operating budget 
that projects income in excess of expenses of $540,000 for the 
2012 fiscal year  In addition to the assumptions used to develop 
the FY 202 Operating Budget other key areas were discussed 
and included the following items that were not built into the 
operating budget assumptions: 

• Potential CMS rejection of the reimbursement reductions 
for distinct part skilled nursing (SNF) and Subacute 
services that were part of AB 97. This amounts to a 
baseline reduction in net revenue for Alameda Hospital 
of approximately $2.1 million.  

• Acquisition of one or more large community based 
skilled nursing facilities within the District. The positive 
financial impact on the Hospital is estimated to be in the 
$2-2.5 million range. 

• Application to expand our Subacute bed licensure by 12 
beds.  

Dr. Deutsch made a 
recommendation to accept 
the FY 2012 Operating 
Budget and Capital Budget.  
Mr. Oddie seconded the 
motion.  The motion carried. 

 D. Recommendation to Accept the FY 2012 Capital Budget 

Management presented the FY 2012 capital budget at the 
meeting.  Key areas discussed and outlined from the capital 
budget included: 

• The total of capital budget requests submitted was $2.4 
million which included clinical equipment, information 
technology, plant maintenance upgrades, equipment 
contingency funds for unforeseen equipment 
replacements, and continued development of seismic 
upgrades. However based upon the organizations ability 
to fund these capital items, along with the continued 
development of our Electronic Health Record and the 
opening a Wound Care Clinic, the amount allocated for 
this capital was reduced to $526,000. 

• Alameda Hospital will continue to work through the 
Foundation to pursue external grants for select 
equipment items.  

 

 E. Recommendation to Enter into a Lease Agreement with 
Legacy Marina Village for Building Lease Located at 815 
Atlantic Avenue, Alameda, California for Wound Care 
Program 

 

Mr. McCormick moved to 
defer the Recommendation 
to Enter into a Lease 
Agreement. This will be 
presented at the District 
Board Meeting for approval. 
All were in favor. None 
opposed.  The motion 
carried. 
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III. Chief 
Financial 
Officer’s 
Report 

A. Discussion of Inpatient Medi-Cal Contract 

Mr. Neapolitan discussed the Inpatient Acute Care Medi-Cal 
services contract that Alameda Hospital had entered into in May 
2010 due to the requirements to be eligible for IGT funds. The 
requirement for a CMAC contract has been removed from the 
eligibility requirements; therefore Alameda Hospital will 
terminate this contract effective October 2011, which will result 
in an annual net income of approximately $1.25 million.  

No action taken. 

IV. Administrati
ve Pension 
Plan 
Oversight 
Committee 
Update 

Mr. McCormick discussed the change rates in the fixed return 
fund of the pension plan. Effective July 1, 2011 the guaranteed 
rate on new money invested in this will be reduced to a minimum 
of 1%  interest. Current projections indicate that this fund will 
yield approximately a 2% return, but is subject to change on a 
quarterly basis.  However, employees may choose other fund 
options at their discretion that may yield a higher interest rate. 
Diversified has been tracking the trend of rates for this type of 
fund for the last six (6) months and the proposed rates reflect 
overall economic conditions for this type of investment vehicle.  

No action taken. 

V. Board 
Committee 
Staff 
Comments 

No Board / Committee / Staff comments.  

VI. Adjourn-
ment 

Being no further business, the meeting was adjourned at 9:13 a.m. 
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DATE: June 27, 2011

TO: City of Alameda Health Care District,
Finance and Management Committee

FROM: Deborah E. Stebbins, Chief Executive Officer
David A. Neapolitan, Chief Financial Officer

SUBJECT: Recommendation to Authorize Management to Utilize the Bank of Alameda Line
of Credit

Recommendation:

Management is requesting that the Finance and Management Committee recommend to the
Board of Directors that management be authorized to immediately access up to fifty percent
(50%) of the $1.5 million line of credit (LOC) with the Bank of Alameda in order to process
payments to critical vendors of the hospital.

Background:

Since the loss of the Kaiser business in April of 2010, management has diligently tried to ration
the annual parcel tax revenues in order to pay vendors as promptly as possible. However, as a
result of the loss of this $9.6 million in net patient revenues and managements efforts to reduce
costs since the loss of this business, the hospital has operated at a shortfall of approximately
$328,000 per month. In addition, to this shortfall the organization has recently seen a decline in
inpatient volumes over the last quarter of fiscal year 2011. Also impacting our current cash
position has been the costs associated with the development of our Electronic Health Record
Implementation and the Seismic Retrofit Project during fiscal year 2011. The EHR and Seismic
projects have required the payments of approximately $1 million over the past year and have
been funded from the 2009 / 2010 Intergovernmental Transfer (IGT), 2010 / 2011 parcel tax
proceeds and operating cash flows.

Discussion:

As was presented in the operating budget for fiscal year 2012, our cash flow projection is
extremely tight, with a breakeven cash flow projection for the fiscal year. As there are no
additional sources of cash reserves at this time, in order to immediately process payments to
critical vendors for invoices that now exceed credit terms by as much as 60 days it is imperative
that the LOC is accessed in order to pay past due vendor invoices so that our critical vendors
continue to provide necessary medical services and supplies on a timely basis to ensure that
patient care is not compromised. Currently our days in accounts payable, excluding payroll
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related payments and liabilities, are at 61.7 days on average as of June 24, 2011. After the
payment of the selected medical supply and service vendors ($750,000) our days in accounts
payable will decline to 54.5 or an 11.6% decrease in days trade payables outstanding. However,
this still remains beyond terms for the majority of our vendors whose terms are generally net 30
days.

As the use of the LOC is a temporary financing vehicle (all principal due on or before February
23, 2012) it is anticipated that any borrowings from the line of credit will be repaid upon receipt
of the first installment of the parcel tax proceeds in December 2011 or through other possible
financing options, such as a certificate of participation (COP) financing or other short term
financing vehicles that might be available. These alternative options will be necessary in order
to provide working capital for the Long-Term Care Expansion projects that are currently being
evaluated.
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