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CITY OF ALAMEDA HEALTH CARE DISTRICT
Finance and Management Committee Meeting Notice & Agenda

Wednesday, February 23, 2011
7:30 a.m. — 9:00 a.m.
Conference Room C

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.

Call To Order
Action ltems
A. January 26, 2011AcTION ITEM [enclosure]

B. Recommendation to Accept January 2011 Financial Statements
ACTION ITEM [enclosure]

C. Recommendation of Approval of Wound Care Program
Operating and Capital Budget ACTION ITEM [enclosure]

D. Recommendation of Approval of Wound Care Program
Financing ACTION ITEM [enclosure]

E. Recommendation for Renewal of the Line of Credit with the
Bank of Alameda AcTION ITEM [enclosure]

F.  Recommendation for Annual Use of Jaber Funds AcTioN ITEM
[enclosure]

G. Recommendation for Purchase of Electronic Health Record
(EHR) Mobile Equipment ACTION ITEM [enclosure]

Chief Financial Officer's Report

A. |IGT Status Update

B. 1206 (b) Clinic Performance Update

C. Update of the Banc of America Master Lease
Chief Executive Officer's Report

Board / Committee / Staff Comments

Adjournment

Michael McCormick

Michael McCormick

David A. Neapolitan

Kerry Easthope

Kerry Easthope

David A. Neapolitan

David A. Neapolitan

Deborah E. Stebbins

David A. Neapolitan

Deborah E. Stebbins

Next Meeting Scheduled for: Wednesday, March 30, 2011

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

February 23, 2011
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CITY OF ALAMEDA HEALTH CARE DISTRICT

Finance and M anagement Committee Minutes
January 26, 2011

Members Present:
(Voting)

Management Present:

Mike McCormick, Chair
Robert Deutsch, MD
Deborah E. Stebbins
David A. Neapolitan

Ed Kofman
James Oddie
Kerry J. Easthope
Mary Bond, RN

William Sellman, MD
Jim Yeh, DO

Guests:
Excused: Ann Evans
Submitted by: Christina LaMar
Topic Discussion Action / Follow-Up
. Call to Order Mike McCormick called the meeting to order at 7:43 a.m.
Il.  Approval of A. November 24, 2010 Dr. Deutsch made a
Minutes motion to approve the
minutes as presented.
The motion was
seconded. The motion
carried.
I1l.  Action Items A. Approval of Revisions to Finance and Management Dr. Deutsch made a

Committee Structure and Purpose

B. Recommendation to Accept November 2010 Financial
Statements

Mr. Neapolitan presented the November 2010 Financial Statements
noting the following.

The acute average daily census (ADC) was 85.73 compared to
budget of 82.70. Sub-Acute ADC was 32.27 versus a budget of
33.5. Skilled Nursing program had an ADC of 21.9 versus a budget
of 23. Surgery cases decreased in November with 178 cases versus
a budgeted 182. ECC visits were 5% below budget for the month.

Gross patient revenues were greater than budgeted by 9.8%.
Inpatient and outpatient revenue was greater than budgeted by
16.9% and less than budget by 3.4% for the month, respectively.
Combined excess revenue over expenses for November was
$133,000 versus a budgeted profit of $61,000 bringing the year-to-
date loss to $184,000 versus a budgeted profit of $332,000.

motion to approve the
Revisions to Finance
and Management
Committee Structure
and Purpose. Mr.
Kofman seconded the
motion. The motion
carried.

Mr. Kofman made a
motion to recommend
acceptance by the Board
of Directors the
November 2010
Financial Statements as
presented. Dr. Deutsch
seconded the motion.
The motion carried.




Day’s cash on hand decreased to 2.7 days from 3.3 in the previous
month. Contributing factors to the decrease were growth in net
patient accounts receivable due to increased census and the increase
in days in outstanding receivables as a result of the Thanksgiving
holiday. Other assets increased primarily as a result of the accrual of
$187,000 for the estimated amount of Inter-Governmental transfer
funds that are anticipated to be received in FY 2011.

C. Recommendation to Accept December 2010 Financial
Statements

Mr. Neapolitan presented the December 2010 Financial Statements
noting the following.

The acute average daily census (ADC) was 85.74 compared to
budget of 85.06. Sub-Acute ADC was 32.42 versus a budget of
33.52. Skilled Nursing program had an ADC of 22.03 versus a
budget of 23. Surgery cases decreased in December with 184 cases
versus a budgeted 219. ECC visits were 9.9% below budget for the
month.

Gross patient revenues were greater than budgeted by 0.2%.
Inpatient and outpatient revenue was greater than budgeted by 4.4%
and less than budget by 8.2% for the month, respectively.
Combined excess revenue over expenses for December was
$134,000 versus a budgeted profit of $29,000 bringing the year-to-
date loss to $49,000 versus a budgeted profit of $571,000.

Days cash on hand increased to 7.5 days from 2.7 in the previous
month.

Mr. Kofman made a
motion to accept
December 2010
Financial Statements.
Dr. Deutsch seconded
the motion. The motion
carried.

IV. Chief Executive
Officer’s Report

Ms. Stebbins reviewed potential sources of revenue for Alameda
Hospital. She updated the committee on the recent inclusion to the
Blue & Gold contract with the University of California Employees.
In addition, there were positive results from the meetings with
Kaiser in reference to long-term care placement and a new cosmetic
surgery contract. She briefly introduced that a new orthopedic
program is in the development stages.

Ms. Stebbins reported on the recent developments concerning the
Alameda County EMS Stroke Protocol and the $37,000 grant
funded by the county to finance the Stroke Community Education
Initiative. Alameda Hospital has been working closely with the
County and Joint Commission to become Certified in Stroke Care.

Ms. Stebbins noted our continued dedication to training and
introducing the Electronic Health Record.

V.  Chief Financial
Officer’s Report

Mr. Neapolitan updated the committee regarding financing options.
Alameda Hospital is currently awaiting the outcome of the states
review of statewide hospital compliance with the requirements of
SB1953. Once this is finalized the hospital can determine the
appropriate course of action in order to meet the required Seismic
Compliance needs. It may be necessary to seek legislative
assistance for an extension.

Mr. Neapolitan updated the committee on changes to the IGT




program for the FY 2011.

Mr. Corica reviewed the addition of physicians to the 1206 (b)
Clinic. Addtiional information about the overall financial
performance of the 1206 (b) clinic will be presented at the
February meeting.

Mr. Neapolitan discussed other metric comparisons such as
percentage in bad debt and charity.

VI.

Adjournment

The meeting was
adjourned at 9:02 a.m.
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ALAMEDA HOSPITAL

MANAGEMENT DISCUSSION AND ANALYSIS
JANUARY, 2011

The management of the Alameda Hospital (the “Hospital”) has prepared this discussion and analysis in order to
provide an overview of the Hospital’s performance for the period ending January 31, 2011 in accordance with the
Governmental Accounting Standards Board Statement No. 34, Basic Financials Statements; Management’s
Discussion and Analysis for State and Local Governments. The intent of this document is to provide additional
information on the Hospital’s financial performance as a whole.

Financial Overview as of January, 2011

= Gross patient revenue for the month of January was less than budget by $573,000 or 2.7%. Both inpatient and
outpatient revenues were less than budgeted 0.3% and 7.5% for the month, respectively. On adjusted patient day
basis gross patient revenue was 0.1% greater than budgeted at $5,393 compared to a budgeted amount of $5,388
for the month of January.

= Total patient days for the month were 2,652 compared to the prior month’s total patient days of 2,658 and the prior
year’s 2,532 total patient days. The average daily acute care census was 31.7 compared to a budget of 29.4 and an
actual average daily census of 31.3 in the prior month; the average daily Sub-Acute census was 31.2 versus a
budget of 33.5 and 32.4 in the prior month and the Skilled Nursing program had an average daily census of 22.7
versus a budget of 23.0 and prior month census of 22.0, respectively.

= Emergency Care Center (ECC) visits were 1,461 or 3.8% less than the budgeted 1,519 visits and were 1.9% less
than the prior year’s visits of 1,489.

= Total surgery cases were less than budgeted expectations for the month at 138 cases versus the budgeted 166
cases. The current month’s surgical volume was 7.8% greater than the same month prior year’s 128 cases.

= Qutpatient registrations were 16.8% below budgeted targets at 2,008 but were 5.1% greater than the prior month’s
1,911 outpatient visits.

= Combined excess revenue over expenses (profit) for January was $24,000 versus a budgeted excess of revenue
over expenses (profit) of $28,000. This brings our year-to-date loss to $26,000 versus a budgeted profit of
$599,000.

Total assets increased by $289,000 from the prior month as a result of an increase in current assets of $204,000, an
increase in net fixed assets of $76,000 and an increase in restricted contributions of $9,000. The following items
make up the decrease in current assets:

» Total unrestricted cash and cash equivalents for January decreased by $814,000 and days cash on hand
including restricted use funds decreased to 4.6 days on hand in January from 7.5 days on hand in December.

> Net patient accounts receivable increased in January by $788,000 compared to an increase of $764,000 in
December. Day’s in outstanding receivables decreased slightly to 64.7 at January 31, 2011 from 64.9 at
December 31, 2010. Collections in January totaled $4.6 million compared to $4.1 million in December.

» Third-Party Payer Settlements receivable increased by $181,000 as a result of an accrual of $160,000 for
additional reimbursements to be received as a result of the update to the facilities long-term care Medi-Cal
rates that are retroactive to August 1, 2010 for SNF and Sub-Acute services.



Alameda Hospital
January 2011 Management Discussion and Analysis

Total liabilities increased by $237,000 compared to a decrease of $1,020,000 in the prior month. This increase in
the current month was the result of the following:

» Accounts payable and accrued expenses increased by $168,000 while payroll and accrued expenses increased
by $548,000. As a result of this increase of $716,000 offset by a slight increase in average daily expenses as
of January 31%, the average payment period increased in January to 66.0 from 62.8 as of December 31, 2010.

» Payroll and benefit related accruals increased by $548,000 from the prior month. This increase was primarily
the result of an increase in accrued payroll and related payroll tax and benefit accruals of $433,000 and an
increase in accrued time off of $99,000.

» Other liabilities decreased by $478,000 as a result of the amortization of one-twelfth of the annual parcel tax
revenues for the 2011 fiscal year.

Volumes

The combined actual daily census was 85.6 versus a budget of 85.9 or 0.4% or 0.3 patients per day unfavorable
variance. The current month’s overall slightly unfavorable variance from the budgeted census was the result of an
acute care services average daily census that exceeded budget in the acute care areas by 2.4 patients per day or
8.1%. The Sub-Acute and Skilled Nursing programs were below budgeted expectations with an average daily
census of 31.2 versus the budgeted 33.5 and 22.7 versus the budgeted average daily census of 23.0, respectively.

The graph below shows the total patient days by month for fiscal year 2011 compared to the operating budget and
fiscal year 2010 actual.
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Alameda Hospital
January 2011 Management Discussion and Analysis

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

Acute Care

The acute care patient days were 8.1% (71 days) greater than budgeted and were on 17.2% greater than the prior
year’s average daily census of 27.00. The acute care program is comprised of the Critical Care Unit (5.1 ADC,
29.2% favorable to budget), Definitive Observation Unit (8.1 ADC, 31.5% unfavorable to budget) and Med/Surg
Units (18.6 ADC, 37.2% favorable to budget). The graph below shows the inpatient acute care census by month
for the current fiscal year, the operating budget and prior fiscal year actual.
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The average length of stay (ALOS) increased from that of the prior month to 4.67 days for the month of January
bringing the year-to-date average to 4.28 versus the budgeted FY 2011 average of 3.77. The graph on the
following page shows the ALOS by month and the budgeted ALOS for fiscal year 2011.
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January 2011 Management Discussion and Analysis

Average Length of Stay

4.80

4.60

4.40

4.20 -

4.00 -

Average Length of Stay

3.60 -

3.40 4

3.20 -

3.00 -

Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun YTD

 Actual Acute ==Budget Acute

Sub-Acute Care

The Sub-Acute program patient days were below budgeted projections with an average daily census of 31.2 for the
month of January which was budgeted for an average daily census of 33.5. The graph below shows the Sub-Acute
programs average daily census for the current fiscal year as compared to budget and the prior year.
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Alameda Hospital
January 2011 Management Discussion and Analysis

Skilled Nursing Care

The Skilled Nursing Unit (South Shore) patient days were 1.3% or 9 patient days less than budgeted for the month
of January. Comparing performance to the prior year this program remains slightly greater than the prior year’s
performance for the first seven months of fiscal year 2011 that has had an average daily census of 21.9 versus 20.4
in fiscal year 2010. The following graph shows the Skilled Nursing Unit monthly average daily census as
compared to budget and the prior year.

Skilled Nursing Unit Average Daily Census
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Emergency Care Center (ECC)

Emergency Care Center visits in January totaled 1,461 and were 3.8% or only 58 visits less than budgeted for the
month with 16.5% of these visits resulting in inpatient admissions versus 16.0% in December. In January there
were 262 ambulance arrivals versus 277 in the prior month, a decrease of 5.4%. Of the 262 ambulance arrivalsin
the current month 150 or 57.3% were from Alameda Fire Department (AFD) ambulances. The graph on the
following page shows the Emergency Care Centers average visits per day for fiscal year 2011 as compared to
budget and the prior year performance.
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Emergency Care Center Visits per Day
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Surgery
Surgery cases were 138 versus the 166 budgeted cases and 128 cases in the prior year. In January, surgery cases

decreased over the prior month by 25.0%. The decrease of 46 cases over the prior month was the result of a
decrease of 7 and 39 inpatient and outpatient cases, respectively. Inpatient and outpatient cases totaled 35 and 103
versus 42 and 142 in January and December, respectively. The decrease in cases from the prior month was driven
by decreases in General Surgical (23), Ophthalmology (15), Gastro Intestinal (6) and Orthopedic (5) cases.

The graph on the following page shows the number of inpatient and outpatient surgical cases by month for fiscal
year 2011.
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January 2011 Management Discussion and Analysis
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Income Statement

Gross Patient Charges

Gross patient charges in January were less than budgeted by $573,000. This unfavorable variance was comprised
of an unfavorable variance of $42,000 and $530,000 in inpatient and outpatient revenues, respectively. On an
adjusted patient day basis total patient revenue was $5,393 versus the budgeted $5,388 or a favorable variance of
0.1% from budget for the month of January. The following table shows the hospitals monthly gross revenue per
adjusted patient day by month and year-to-date for fiscal year 2011 compared to budget.
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$6,000

$5,500

$5.400

$5,000

$5.097

$4,500

$4,000

Gross Patient Charges

$3,500 -

$3,000 - . . . . : . . ; ; ; . . L
Jul Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun YTD

| OActual Revenue PerAdjusted Patient Day OBudget Revenue PerAdjusted Patient Day |

Page 7



Alameda Hospital
January 2011 Management Discussion and Analysis

Payor Mix

Combined inpatient and outpatient acute care Medicare and Medicare Advantage total gross revenue in January
made up 50.2% of the months total gross patient revenue. Combined Medicare revenue was followed by Medi-
Cal Traditional and Medi-Cal HMO utilization at 20.7%, HMO/PPQ utilization at 19.6% and self pay at 5.5%.
The graph below shows the percentage of gross revenues generated by each of the major payors for the current

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

Combined Acute Care Services Payor Mix
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The inpatient acute care current month gross Medicare and Medicare Advantage charges made up 62.1% of our
total inpatient acute care gross revenues followed by HMO/PPO at 15.5%, Medi-Cal and Medi-Cal HMO at
13.3% and Self Pay at 5.8% of the inpatient acute care revenue. The hospitals overall Case Mix Index (CMI)
increased to 1.4193 from 1.3531 in the prior month and the Medicare CMI increased over the prior month from
1.3586 in December to 1.5656 in January. In January there was one (1) outlier case in the month. The estimated
Medicare reimbursement increased to 24.6% in January versus 23.0% in December. The graph on the following
page shows the CMI for the hospital during the current fiscal year as compared to the prior three fiscal years.
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Case Mix Index Comparison
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The overall net inpatient revenue percentage increased from the prior month to 24.9% in January versus 20.7% in
December. 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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Alameda Hospital
January 2011 Management Discussion and Analysis

The outpatient gross revenue payor mix for January was comprised of 37.3% Medicare and Medicare
Advantage, 36.7% HMO/PPO, 15.0% Medi-Cal and Medi-Cal HMO, and 7.9% 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 January the Sub-Acute care program again was dominated by Medi-Cal utilization of 56.1% versus 54.1% in

December. The graph below shows the payor mix for the current month and fiscal year to date and the current
months estimated reimbursement rate for each payor.
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Alameda Hospital
January 2011 Management Discussion and Analysis

In January the Skilled Nursing program was again comprised primarily of Medi-Cal at 63.9% and Medicare at
36.1%. The graph below shows the current month and fiscal year to date skilled nursing payor mix and the current
months estimated level of reimbursement for each payor.

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 payors such as Blue Cross. In the month of January

contractual allowances, bad debt and charity adjustments (as a percentage of gross patient charges) were 72.6%
versus the budgeted 75.4%.

Net Patient Service Revenue

Net patient service revenues are the resulting difference between gross patient charges and the deductions from
revenue. This difference reflects what the anticipated cash payments the Hospital is expecting to receive for the
services provided. Inaddition, included in year to date net patient service revenue are the estimated amounts to be
received from participation in the State of California’s Intergovernmental Transfer Program, $180,000 per month
and $1,080,000 for the six month ended December 31, 2010. As a result of changes that are now anticipated to
occur which includes the inclusion of all forty-six (46) California district hospitals in the fiscal year 2011 IGT
program no additional accruals will be made for the remainder of FY 2011 as it is estimated that the amount
accrued to date will approximate the ultimate amount to be received in fiscal year 2011.

Also included in January, based upon the notification of the new long term care program Medi-Cal rates (Sub-
Acute and SNF) for fiscal year 2011 an accrual of $160,000 was included in the month to reflect the estimated
retroactive amounts to be received in the last half of fiscal year 2011 for services rendered to Medi-Cal
beneficiaries in these long-term care programs on or after August 1, 2010.

The graph on the following page shows the level of reimbursement that the Hospital has estimated for fiscal year
2011 by major payor category.
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Average Reimbursement % by Payor
January
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Total Operating Expenses

Total operating expenses were greater than the fixed budget by $458,000 or 7.9%. On an adjusted patient day
basis, our cost per adjusted patient day was $1,612 which was $160 per adjusted patient day unfavorable to
budget. This variance in expenses per adjusted patient day was primarily the result of an unfavorable variance in
salaries and registry costs of $133 per adjusted patient day. The graph below shows the actual hospital operating
expenses on an adjusted patient day basis for the 2011 fiscal year by month as compared to budget and is followed
by explanations of the significant areas of variance that were experienced in the current month.
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Salary and Registry Expenses

Salary and registry costs combined were unfavorable to the fixed budget by $429,000 and were unfavorable to
budgeted levels on a per adjusted patient day basis by $133 or 17.3%. This unfavorable variance was the result of
unfavorable variances in nursing staffing and greater than budgeted registry utilization in several hospital
departments. On an adjusted occupied bed basis, productive FTE’s were unfavorable to budget by 2.8% at 2.95
FTE’s versus the budgeted 2.87 FTE’s. The graph below shows the productive and paid FTE’s per adjusted
occupied bed for FY 2011 by month.
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Benefits

Benefits were unfavorable to the fixed budget by $37,000 or 4.1% and $16 or 7.0% on an adjusted patient day
basis. This unfavorable variance was the result of greater than budgeted group health insurance claims
($62,000), differences in budgeted payroll taxes ($51,000) offset by lower than budgeted time off accruals
($45,000) and lower workers insurance expense ($25,000).

Professional Fees

Professional fees were lower than budgeted by $57,000 as a result of the delay in the estimated start-up of the
Wound Care program that was budgeted to begin in January 2011 ($29,000) and lower than budgeted non-
medical professional fees ($27,000).

Purchased Services

Purchased services were $25,000 favorable to the fixed budget and $4 per adjusted patient day favorable to
budget in the month of January. This favorable variance was the result of favorable variances of $4,000 in
medical purchased services expenses, $6,000 in non-medical purchased services expenses and $15,000 in
repairs and maintenance expenses.

Rents and Leases

Rents and leases were $43,000 favorable to the fixed budget and $10 per adjusted patient day favorable to
budget for the month of January. This favorable variance was primarily the result of lower than budgeted
rental expense related to the PACS and Digital Radiology upgrade project ($31,000). This project will not be
completed until the end of the fiscal year due to Office of Statewide Health Planning delays. Favorable
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variances were also seen in the Respiratory Services department ($6,000) as a result of a new lease agreement
that was negotiated with a new ventilator supplier.

Other Operating Expenses

Other operating expenses were $102,000 unfavorable to the fixed budget and $27 per adjusted patient day in the
month of January. This unfavorable variance was primarily the result of the cost associated with the November
elections ($42,000), the recruitment expense associated with the new nursing director of long-term care programs
($26,000) and lab staffing ($21,000).

The following pages include the detailed financial statements for the seven months ended January 31, 2011, of
fiscal year 2011.

Page 14
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City of Alameda Health Care District

Assets
Current Assets:
Cash and Cash Equivalents
Patient Accounts Receivable, net
Other Receivables
Third-Party Payer Settlement Receivables
Inventories
Prepaids and Other

Total Current Assets

Assets Limited as to Use, net

Property, Plant and Equipment, net
Total Assets

Liabilities and Net Assets

Current Liabilities:
Current Portion of Long Term Debt
Accounts Payable and Accrued Expenses
Payroll Related Accruals
Deferred Revenue
Employee Health Related Accruals
Third-Party Payer Settlement Payable

Total Current Liabilities

Long Term Debt, net
Total Liabilities

Net Assets:
Unrestricted
Temporarily Restricted

Total Net Assets

Total Liabilities and Net Assets

Statements of Financial Position

January 31, 2011
$ in thousands

Current Month Prior Month Prior Year End
$ 10,339 $ 824,459 $ 3,480,668
11,458,132 10,669,772 9,558,147
4,344,795 4,330,040 6,654,035
695,240 513,847 374,557
1,138,088 1,141,407 1,149,706
712,399 675,214 453,872
18,358,993 18,154,739 21,670,985
547,821 539,259 476,630
7,528,001 7,451,772 6,993,735

$ 26,434,815

$ 26,145,770

$ 29,141,350

$ 416,000 $ 418,224 $ 450,831
6,747,786 6,580,094 6,112,296
4,804,155 4,256,191 4,351,133
2,390,196 2,868,061 5,736,951

581,363 543,701 645,750
290,000 290,000 500,000
15,229,500 14,956,271 17,796,961
1,004,828 1,041,216 1,236,831
16,234,328 15,997,487 19,033,792
9,555,090 9,511,448 9,560,928
645,397 636,835 546,630
10,200,487 10,148,283 10,107,558

$ 26,434,815

$ 26,145,770

$ 29,141,350
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City of Alameda Health Care District
Statement of Cash Flows
For the Seven Months Ended January 31, 2011
$ in thousands

Current Month Year-to-Date
Cash flows from operating activities
Net Income / (Loss) $ 23,873 $ (25,606)
Items not requiring the use of cash:
Depreciation and amortization 77,538 $ 565,056
Changes in certain assets and liabilities:
Patient accounts receivable, net (788,360) (1,899,985)
Other Receivables (14,755) 2,309,240
Third-Party Payer Settlements Receivable (181,393) (530,683)
Inventories 3,319 11,618
Prepaids and Other (37,185) (258,527)
Accounts payable and accrued liabilities 167,692 635,490
Payroll Related Accruals 547,964 453,022
Employee Health Plan Accruals 37,662 (64,387)
Deferred Revenues (477,865) (3,346,755)
Cash provided by (used in) operating activities (641,510) (2,151,517)
Cash flows from investing activities
(Increase) Decrease in Assets Limited As to Use (8,562) (71,191)
Additions to Property, Plant and Equipment (153,767) (1,099,322)
Other 19,769 19,768
Cash provided by (used in) investing activities (142,560) (1,150,745)
Cash flows from financing activities
Net Change in Long-Term Debt (38,612) (266,834)
Net Change in Restricted Funds 8,562 98,767
Cash provided by (used in) financing
and fundraising activities (30,050) (168,067)
Net increase (decrease) in cash and cash
equivalents (814,120) (3,470,329)
Cash and cash equivalents at beginning of period 824,459 3,480,668
Cash and cash equivalents at end of period $ 10,339 $ 10,339
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/
Alameda Hospital
CITY OF ALAMEDA HEALTH CARE DISTRICT
DATE: February 23, 2011

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

FROM: Kerry Easthope, Associate Administrator

SUBJECT: Recommendation to Approve Wound Care Program — Operating Proforma
& Capital Budget

Recommendation:

Hospital Administration is making two recommendations with regards to the proposed
new Wound Care Program. The first is for approval of the capital budget required to
build out the center and the second is to approve the operating budget and five year
financial proforma.

Capital Budget:

Hospital Administration is recommending that the City of Alameda Health Care District
Finance Committee review and approve the attached budget for the build-out of a Wound
Care Center located at 815 Atlantic Ave, Suite 100, Alameda California. The proposed
total recommended budget is $870,698, to renovate approximately 4,200sg/ ft. including
400 sg. ft. of common area that will later be shared by another program in the near future.
This total includes the following cost categories:

Category Amount
Design & Engineering $ 63,950
Permits & Utilities 16,250
Construction Cost 562,429
Furniture & Fixtures 69.000
Project Administration 45,500
Owners Contingency 15% 113,569

Total $ 870,698

The construction portion of this project will be put out for public bid as required. We feel
confident that competent and competitive bids for this project be within this budget
estimate. Furthermore, management will bring a recommendation for a construction
contractor to the board for approval, prior to entering into a contract for this work.



Financing for the capital budget portion of this project has been secured through
contributions by the Alameda Hospital Foundation and through a five year term loan with
the Bank of Alameda (to be presented as a separate Action Item).

Operating Budget and Five Year Financial Proforma:

Secondly, it is being recommended that the committee approve the enclosed operating
budget and five year financial proforma for the Wound Care program. This budget was
prepared with input from Accelecare based upon their experience with operating over 40
Wound Care centers across the country, as well as our own understanding of our internal
and local payor mix, reimbursement contracts, and operating expenses.

The financial proforma projects that this new program will generate the following Cash
Flow from operations as well as Net Income from operations for each of the first five
years as indicated below:

Year of Operation Net Cash Flow Net Income
Year 1 $ 3,353 51,775
Year 2 192,898 247,449
Year 3 253,615 315,289
Year 4 271,277 340,179
Year 5 280,719 357,284

Five Year Total $ 1,001,559 1,311,977

The above financial results are only for the wound care program itself and do not include
additional ancillary services and revenues that are anticipated once this program is in full
operation. It is estimated that ancillary service net revenue could produce approximately
$336,000 in year one and increasing to approximately $550,000 by year five (see
page 9). Itis believed that these numbers are conservative given the limited provision of
chronic wound care services in the greater service area and the expressed interest by a
number of physicians in the community, many of whom are not currently on our medical
staff.

Likewise, the rent expense line item only reflects the space used by the Wound Care
Clinic (approximately 4,000 square. feet). Administration is in the process of performing
due diligence for another potential revenue generating program that would occupy the
remainder of the initial leased space (approximately 6,600 square feet). Until this occurs,
the additional overhead cost to be assumed by the Hospital will be just over $100,000 per
year and will be incorporated into next years operating budget. Note: per the terms of the
lease agreement, the Base Rent charge will not begin until 9 months after execution of the
lease.



Background:

As part of the District’s strategic plan, management has been actively engaged in
pursuing new business and growth opportunities. As has been presented and discussed in
prior meetings, one such program is the development of a wound care program in
conjunction with Accelecare Wound Centers, Inc. Accelecare manages over 40 wound
care centers across the country and provides expertise with the operational and clinical
management of this service.

In addition, the Hospital is in need of additional clinical space to meet growth and
expansion needs of the future and there is very limited space available on the island that
would meet these needs. Securing a lease that provides the initial space needed for
wound care, with the option to expand in the future will provide the Hospital with options
and opportunity that is needed in the future. Specifically, we are looking at Marina
Village as a location where to expand and enhance our Rehabilitation Services,
establishment and/or relocation of physician offices, and other clinical and administrative
functions that do not need to be located within the Hospital buildings.

Discussion:

The wound care program construction budget was developed with input from several
individuals and entities. Pound Management, our project management firm took the lead
and was responsible for providing design plans and scope of work data to various
construction contractors who submitted bids for this work. Terry Harden Architects
provided basic schematic designs and program requirement information that was
important for those providing cost estimates. In addition, we involved a medical gas
installation and supply company to determine the cost and requirements for the bulk
oxygen component of this project.

This project will operate as a department of the Hospital and will therefore be an OSHPD
3 project and will require survey and licensure by the California Department of Public
Health. We did meet with the city building department, and we believe that these plans
will be reviewed locally. We are still working to schedule a meeting with the city fire
inspector to discuss our plans for the bulk oxygen container.

Even though there is a fairly significant initial capital outlay, investment in a new
revenue generating program with projected positive contribution margin, it is imperative
for the Hospital to strengthen its financial position. There has been overwhelming
physician support for this type of program, from both Alameda Hospital physicians, as
well as, physicians from the surrounding market. With the professional management and
expertise brought to the table with Accelecare, we are confident that this will be a
successful and financially rewarding program.
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