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Management’s Discussion and Analysis
CITY OF ALAMEDA HEALTH CARE DISTRICT

June 30, 2009

The management of the City of Alameda Health Care District (the Hospital) has prepared this annual discussion and
analysis in order to provide an overview of the Hospital’s performance for the fiscal year ended June 30, 2009 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 historical financial performance as a whole in addition to providing a
prospective look at revenue growth, operating expenses, and capital development plans. This discussion should be
reviewed in conjunction with the audited financial statements for the fiscal year ended June 30, 2009 and
accompanying notes to the financial statements to enhance one’s understanding of the Hospital’s financial

performance.

Volumes and Statistics

. Acute care patient days were 11,787 for fiscal year 2009 as compared to 11,276 for the prior year.
Discharges were 2,812 for the current year versus 2,885 for the prior year resulting in lengths of stay 0f 4.19
for 2009 as compared to 3.91 for 2008.

. Sub-acute and skilled nursing days were 18,676 for fiscal year 2009 as compared to 11,411 for fiscal year
2008, equaling an average daily census of 51.17 for 2009 versus 31.18 for 2008. The significant increase
in volume in this category was the result of the acquisition of a 26-bed skilled nursing facility on August 16,
2008 as well as increasing the number of certified sub-acute beds from 30 to 35 during fiscal year 2008.

. Overall combined occupancy for the Hospital, including the sub-acute and skilled nursing programs, was
52.94% for the year ended June 30, 2009 versus 45.92% for the year ended June 30, 2008.

. Surgery cases for the fiscal year 2009 were higher than the prior year. There were 5,885 cases (690 inpatient
and 5,195 outpatient) as compared to 5,410 cases for the prior fiscal year (706 inpatient and 4,704
outpatient). Kaiser cases were 4,009 in 2009 versus 3,382 in 2008.

. Outpatient registrations decreased by 995 registrations over the prior year (29,948 for 2009 versus 30, 943
for 2008).

. Emergency room visits were 17,337 in the fiscal year 2009 as compared to 17,922 for the prior year.

o FTE’s per adjusted occupied bed were 2.93 for 2009 versus 3.69 for the prior year.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Financial Highlights

During our last fiscal year the health care industry continued to face operational and financial challenges. At the
local, regional and national levels, health care institutions continue to experience serious cost and payment pressures
dictated by federal and state health care reforms, and from both governmental payors (Medicare and Medi-Cal) and
private insurance carriers.

The current economic conditions have also added challenges to the health care market. As the economy has
weakened during this past fiscal year, there have been inflationary pressures on medical supplies, devices and
pharmaceuticals. The expectation by labor for increased wages and benefits continues to exceed the rate of
inflationary growth. Employers have reduced healthcare coverage for employees and increased deductibles.
Unemployment across the nation has increased significantly and, with an increase in unemployment, there is a
corresponding increase in uncompensated care and bad debt.

Despite these challenges, the Hospital was able to continue to improve its financial performance overall. Some of
the factors that contributed to the Hospital’s improved financial performance include:

. The acquisition of a 26-bed skilled nursing facility in August, 2008 that added to the Hospital’s continuum
of care for residents of Alameda.

. The opening of the Alameda Hospital Physicians Community Clinic at the Alameda Town Center in January,
2009. The Clinic will provide additional primary care and specialty physician care services to the
community.

. The increase in the number of certified sub-acute beds from 30 to 35 during fiscal year 2008.

. Continued focus on ensuring that Hospital operating expenses are maintained at optimal levels while

ensuring that each department delivers the highest quality of care to our patients.

. Modifications to the employee health care plan design that requires greater employee participation, including
employee contributions for dependant coverage.

Those factors resulted in the following highlights:
. Net assets increased by $730,000 in 2009 as compared to a decrease in 2008 of $2,350,000

. Net patient service revenues increased by $6,825,000 while total operating expenses increased by $3,742,000
over the prior fiscal year.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

. The Hospital’s operating loss, before parcel tax revenue, was $5,414,000 for fiscal year 2009 as compared
to $8,537,000 for fiscal year 2008.

. Current assets decreased by $516,000 while current liabilities decreased by $3,574,000 over the prior fiscal
year. The current ratio at June 30, 2009 was 1.15 as compared to 0.98 for the prior year.

. Total assets decreased by $1,201,000 over the prior fiscal year. Total operating cash and cash equivalents
decreased by $2,656,000 over the prior year (see the Statements of Cash Flows for changes). In addition,
net patient accounts receivable increased by $2,125,000. Net days in patient accounts receivable were 57.26
at June 30, 2009 as compared to 51.70 at June 30, 2008.

The Hospital’s financial statements consist of three statements: balance sheet; statement of revenues, expenses, and
changes net assets; and statement of cash flows. These financial statements and related notes provide information
about the activities of the Hospital, including resources held by the Hospital but restricted for specific purposes by
contributors, grantors, or enabling legislation.

The balance sheet includes all of the Hospital’s assets and liabilities, using the accrual basis of accounting, as well
as an indication about which assets can be used for general purposes and which are designated for a specific purpose.

The statement of revenues, expenses and changes in net assets reports all of the revenues earned and expenses
incurred during the time period indicated. Nets assets (the difference between total assets and total liabilities) is one
way to measure the financial health of the Hospital.

The statement of cash flows reports the cash provided by and used by the Hospital’s operating activities, as well as
other cash sources such as investment income and cash payments for capital additions and improvements. This
statement provides meaningful information on how the Hospital’s cash was generated and how it was used during
the fiscal year.

Balance Sheet - Assets

For the fiscal year ended June 30, 2009, the Hospital’s total unrestricted and restricted cash and investments totaled
$2.5 million as compared to $5.3 million in the prior fiscal year. At June 30, 2009, days cash on hand was 13.56 as
compared to 30.61 for the prior year. The Hospital’s goal is to maintain sufficient cash and cash equivalent balances
to pay all short-term liabilities.

During the year, the Hospital added $862,000 in capital assets. The development of a new community clinic at he
Alameda Town Center made up the largest of the construction projects at $189,000 of the total construction in
progress accounts of $533,000. Additionally, the Hospital purchased $349,000 of various medical equipment items
with the largest item in this category being a $128,000 surgical sterilization unit.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Balance Sheet - Liabilities

As previously noted, current liabilities of the Hospital decreased by $3.6 million from the prior year. This was due
mainly to decreases in current maturities of debt borrowings by $2,297,000, decreases in trade payables by $856,000,
decreases in deferred revenues by $827,000, decreases in third party payor settlements by $135,000, decreases in
health insurance claims by $91,000. Offsetting these decreases was an increase in accrued payroll and related
liabilities of $632,000.

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

. Invested in capital assets net of related debt: Total investment in Hospital property and equipment (capital
assets) net of accumulated depreciation and outstanding debt borrowings related towards the purchase of
those capital assets.

. Restricted by contributors: Resources the Hospital is legally or contractually obligated to spend in
accordance with restrictions placed by donors and/or external third parties that have placed a time limit or
purpose restriction on the use of the asset.

. Unrestricted net assets: All other funds available for use by the Hospital to meet general obligations and to
fund current operating expenses.

Statement of Revenues, Expenses and Changes in Net Assets

The statement of revenues, expenses and changes in net assets presents the operating results of the Hospital, as well
as the nonoperating revenues and expenses. Activities are reported as either operating or nonoperating. The use of
long-lived assets, referred to as capital assets, is reflected in the financial statements as depreciation, which amortizes
the cost of the asset over its expected useful life.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Gross Patient Charges
The Hospital charges all patients equally based on its established pricing structure for the services rendered.

Acute inpatient gross charges increased by $10.2 million or 8.2% mainly due the volume increases as previously
stated and a mid-year price increase. Subacute and skilled nursing unit charges increased by $8.2 million or 46%
as a result of the addition of the 26-bed unit and the mid-year price increase.

Outpatient gross charges increased by $14.2 million or 13.2%. due to the mid-year price increase, increases in
surgical volumes and continued revenue cycle enhancements to ensure that all services provided are captured as other
outpatient volumes decreased slightly from the prior year.

Deductions From Revenue

Deductions from revenue are comprised of contractual allowances and provisions for bad debts. Contractual
allowances are computed deductions based on the difference between gross charges and the contractually agreed upon
rates of reimbursement with third party government-based programs such as Medicare and Medi-Cal and other third
party payors such as Blue Cross and Kaiser.

The provision for bad debts for fiscal year 2009 and fiscal year 2008 were $7.6 million and $6.1 million, respectively.
As a percentage of gross patient charges, the allowance has increased from 2.4% in fiscal year 2008 to 2.7% in fiscal

year 2009.

Contractual allowances and the provision for bad debts (as a percentage of gross patient charges) were 77.7% for
fiscal year 2009 as compared to 77.5% for fiscal year 2008. The increase in contractual allowances was due primarily
to the price increase implemented during fiscal year 2009, offset by increases in reimbursement from third party
contracts and slight increases from government based programs.

Net Patient Service Revenues

Net patient service revenues is the difference between gross patient charges and the deductions from revenue. Net
patient service revenues increased by $6,825,000 or 12.1% as a result of increased inpatient acute census levels, the
newly added 26-bed distinct part skilled nursing unit, increased sub-acute unit capacity, a mid-year price increase
and improved reimbursement from third-party payors.



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Operating Expenses

Total operating expenses were $68.67 million for fiscal year 2009 compared to $64.92 million for fiscal year 2008.
The 5.8% increase is due primarily to:

A $3.8 million or 8.8% increase in salaries, wages, registry and benefits. Total full time equivalents (FTE’s)
were 430.99 in 2009 versus 400.47 in 2008, a 7.4% increase over the prior year. Of this increase,
approximately $1.0 million and 19.7 FTE’s were the result of the new 26-bed skilled nursing unit that was

added in August, 2008.

Other variable expenses (generally volume driven) such as professional fees, supplies and purchased services
increased slightly during the year by approximately $343,000 while other somewhat fixed expenses
decreased. The most significant item in this category was insurance, which decreased by $187,000 as a result
of the Hospital’s continued ability to minimize exposure to malpractice claims. Depreciation expense
decreased by $372,000 due to certain assets becoming fully depreciated during the year.

Statement of Cash Flows

The statement of cash flows presents the information related to cash inflows and outflows summarized by operating
capital, and noncapital financing and investing activities. It also summarizes information about cash receipts and cash
payments during the year and is presented in various categories. The statement also helps users assess the Hospital’s
ability to: (1) generate net cash flows; (2) meet its obligations as they become due; and (3) meet its need for external

financing.

The main sections of the statement of cash flows include:

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

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

Capital andrelated financing activities: This section reflects the sources and uses of cash for the acquisition
of capital related items and other debt borrowings.

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



Management’s Discussion and Analysis (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

Economic Factors and Next Fiscal Year’s Budget

The Hospital’s board approved operating and capital budgets for fiscal year ending June 30, 2010 at the June 2009
Board meeting. For fiscal year 2010, the Hospital is budgeted to increase its net assets by $359,000. The increase
is due to several assumptions:

. A conservative increase in volumes for fiscal year 2010 was budgeted, with consideration given to increased
expectations within inpatient services resulting from a full year of the skilled nursing unit and increased
outpatient services resulting from the formation of a community clinic.

. Gross revenues and net revenues are budgeted to increase due to a combination of volume increases, a mid-
year price increase, and continuing improvements in third party payor contracts.

. Operating expenses are expected to increase by 7.0% or $4.8 million over 2009. The cost for labor (salaries
and registry) is projected to increase by $2.8 million. Consumer price index (CPI) increases of 3% were
applied to the cost of supplies and purchased services.

Management believes that the 2010 budget is obtainable despite the many challenges that will confront the Hospital
in the upcoming year. Management’s goals are to continue to build community support and enthusiasm for the
services provided by the Hospital to ensure the provision of quality health care services to the residents of the City
of Alameda Health Care District.



TCA Partners, LLP

A Certified Public Accountancy Limited Liability Partnership
1111 East Herndon Avenue, Suite 211, Fresno, California 93720
Voice: (559) 431-7708 Fax: (559) 431-7685 Email: rictcpa@aol.com

Report of Independent Auditors

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

We have audited the accompanying balance sheets of the City of Alameda Health Care District (the Hospital) as of
June 30, 2009 and 2008, and the related statements of revenues, expenses, and changes in net assets, and cash flows
for the years then ended. These financial statements are the responsibility of the Hospital's management. Our
responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the City of Alameda Health Care District at June 30, 2009 and 2008, and the changes in its net assets and its cash
flows for the years then ended, in conformity with accounting principles generally accepted in the United States of
America.

Management’s discussion and analysis is not a required part of the financial statements but is supplementary
information required by accounting principles generally accepted in the United States of America. We have applied
limited procedures, which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the supplementary information. However, we did not audit the information and express no

opinion on it.

7Cr? Partwers, LLP

September 9, 2009



Balance Sheets

CITY OF ALAMEDA HEALTH CARE DISTRICT

June 30
2009 2008
Assets
Current assets:
Cash and cash equivalents $ 2,034,709 $ 4,690,518
Patient accounts receivable, net of allowances 10,069,536 7,944,522
Other receivables 6,206,763 6,682,339
Estimated third party payor settlements 351,648 245,115
Inventories 1,291,072 1,048,503
Prepaid expenses and deposits 729,301 587.777
Total current assets 20,683,029 21,198,774
Assets limited as to use 468,209 602,817
Capital assets, net of accumulated depreciation 7.237.461 7.789.004
Total assets $28.388.699 $29.590,595
Liabilities and Net Assets ‘
Current liabilities:
Current maturities of debt borrowings $ 447948 $ 2,744,870
Accounts payable and accrued expenses 6,200,897 7,057,073
Accrued payroll and related liabilities 3,765,683 3,133,574
Deferred revenues 6,524,800 7,351,860
Estimated third party payor settlements 306,588 441,409
Health insurance claims payable (IBNR) 747912 838.670
Total current liabilities 17,993,828 21,567,456
Debt borrowings, net of current maturities 1,722,417 80.992
Total liabilities 19,716,245 21,648,448
Net assets:
Invested in capital assets, net of related debt 7,195,316 7,468,754
Restricted, by contributors 468,209 602,817
Unrestricted 1,008,929 (129.424)
Total net assets 8.672.454 7.942.147
Total liabilities and net assets $28.388.699 $ 29,590,595

See accompanying notes and auditor’s report



Statements of Revenues, Expenses and Changes in Net Assets

CITY OF ALAMEDA HEALTH CARE DISTRICT

Operating revenues

Net patient service revenue
Other operating revenue
Total operating revenues

Operating expenses

Salaries and wages

Registry

Employee benefits

Professional fees

Supplies

Purchased services

Building and equipment rent

Utilities and phone

Insurance

Depreciation and amortization

Other operating expenses
Total operating expenses

Operating income (loss)

Nonoperating revenues (expenses)

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

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

Net assets at end of the year

See accompanying notes and auditor’s report

Year Ended June 30
2009 2008
$ 63,066,682 $ 56,241,823
185.056 144.451
63,251,738 56,386,274
35,025,781 32,022,845
2,685,554 1,864,163
10,102,828 10,079,998
3,270,038 4,030,212
9,106,288 8,483,048
4,132,484 3,651,663
662,854 581,198
840,808 865,943
533,366 720,305
1,415,682 1,787,352
890,175 836,768
68.665.858 64.923.495
(5,414,120) (8,537,221)
5,764,021 5,745,308
48,073 122,247
(143,167) (156,562)
234,037 340,921
241,463 134.859
6,144,427 6.186.773
730,307 (2,350,448)
7.942.147 10,292,595
$ 8.672.454 $ 7.942.147

10



Statements of Cash Flows

CITY OF ALAMEDA HEALTH CARE DISTRICT

Cash flows from operating activities:

Cash received from patients and third-parties on behalf of patients

Cash received from operations, other than patient services
Cash payments to suppliers and contractors
Cash payments to employees and benefit programs

Net cash provided by operating activities

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

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

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

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

Cash and cash equivalents at end of year

See accompanying notes and auditor’s report

11

Year Ended June 30
2009 2008
$ 60,700,314 $ 54,903,738
89,572 705,781
(23,708,594) (19,597,435)
(44.496.500) (42.121.402)
(7,415,208) (6,109,318)
5,764,021 5,745,308
241.463 134,859
6,005,484 5,880,167
(630,102) (224,495)
2,260,000 1,524,741
(2,915,497) (779,072)
(143.167) (156.562)
(1,428,766) 364,612
134,608 (134,859)
48.073 122,247
182.681 (12.612)
(2,655,809) 122,849
4.690.518 4.567.669

$ 2.034.709

$ 4.690518




Statements of Cash Flows (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

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

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

2009

$ (5,414,120)

1,415,682
7,563,989

(9,689,003)
475,576
(242,569)
(141,524)
(856,176)
632,109
(241,354)
(827,060)
_(90.758)
$ (7.415.208)

2008

$ (8,537,221)

1,787,352
6,080,303

(6,828,439)
(447,002)
(98,723)
633,321
512,597
(18,559)
(589,949)
1,008,332
388.670

$ (6,109.318)



Notes to Financial Statements
CITY OF ALAMEDA HEALTH CARE DISTRICT

June 30, 2009

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES

Reporting Entity: The City of Alameda Health Care District, (d.b.a. Alameda Hospital), heretofore referred to as (the
Hospital) is a public entity organized under Local Hospital District Law as set forth in the Health and Safety Code
of the State of California. The Hospital is a political subdivision of the State of California and is generally not
subject to federal or state income taxes. The Hospital is governed by a five-member Board of Directors, elected from
within the district to specified terms of office. The Hospital is located in Alameda, California. It operates a 100-bed
acute care facility, a 35-bed sub acute unit within the Hospital and another 26-bed skilled nursing facility adjacent
to the Hospital campus which came on line in August, 2008. The Hospital provides health care services primarily
to individuals who reside in the local geographic area.

Basis of Preparation: The accounting policies and financial statements of the Hospital generally conform with the
recommendations of the audit and accounting guide, Health Care Organizations, published by the American Institute
of Certified Public Accountants. The financial statements are presented in accordance with the pronouncements of
the Governmental Accounting Standards Board (GASB). For purposes of presentation, transactions deemed by
management to be ongoing, major or central to the provision of health care services are reported as operational
revenues and expenses.

The Hospital uses enterprise fund accounting. Revenues and expenses are recognized on the accrual basis using the
economic resources measurement focus. Based on GASB Statement Number 20, Accounting and Financial
Reporting for Proprietary Funds and Other Governmental Entities That Use Proprietary Fund Accounting, as
amended, the Hospital has elected to apply the provisions of all relevant pronouncements as the Financial Accounting
Standards Board (FASB), including those issued after November 30, 1989, that do not conflict with or contradict
GASB pronouncements.

Management’s Discussion and Analysis: Effective July 1, 2002, the Hospital adopted the provisions of GASB 34,
Basic Financial Statements - and Management’s Discussion and Analysis - for State and Local Governments
(Statement 34), as amended by GASB 37, Basic Financial Statements - and Management’s Discussion and Analysis -
for State and Local Governments: Omnibus, and Statement 38, Certain Financial Statement Note Disclosures.
Statement 34 established financial reporting standards for all state and local governments and related entities.
Statement 34 primarily relates to presentation and disclosure requirements. One of the main components of these
new provisions allows the inclusion of a management’s discussion and analysis to accompany the financial statement

presentation.

The management’s discussion and analysis is a narrative introduction and analytical overview of the Hospital’s
financial activities for the year being presented. This analysis is similar to the analysis provided in the annual reports
of organizations in the private sector. As stated in the opinion letter, the management’s discussion and analysis is not
a required part of the financial statements but is supplementary information and therefore not subject to audit
procedures or the expression of an opinion on it by auditors.

13



Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES (continued)

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

Cash and Cash Equivalents and Investments: The Hospital considers cash and cash equivalents to include certain
investments in highly liquid debt instruments, when present, with an original maturity of a short-term nature or
subject to withdrawal upon request. Exceptions are for those investments which are intended to be continuously
invested. Investments in debt securities are reported at market value. Interest, dividends and both unrealized and
realized gains and losses on investments are included as investment income in nonoperating revenues when earned.

Patient Accounts Receivable: Patient accounts receivable consist of amounts owed by various governmental
agencies, insurance companies and private patients. The Hospital manages its receivables by regularly reviewing
the accounts, inquiring with respective payors as to collectibility and providing for allowances on their accounting
records for estimated contractual adjustments and uncollectible accounts. Significant concentrations of patient
accounts receivable are discussed further in the footnotes.

Inventories: Inventories are consistently reported from year to year at cost determined by average costs and
replacement values which are not in excess of market. The Hospital does not maintain levels of inventory values such
as those under a first-in, first out or last-in, first out method.

Assets Limited as to Use: Assets limited as to use include contributor restricted funds, amounts designated by the
Board of Directors for replacement or purchases of capital assets, and other specific purposes, and amounts held by
trustees under specified agreements. Assets limited as to use consist primarily of deposits on hand with local banking
and investment institutions, and bond trustees.

Capital Assets: Capital assets consist of property and equipment and are reported on the basis of cost, or in the case
of donated items, on the basis of fair market value at the date of donation. Routine maintenance and repairs are
charged to expense as incurred. Expenditures which increase values, change capacities, or extend useful lives are
capitalized. Depreciation of property and equipment and amortization of property under capital leases are computed
by the straight-line method for both financial reporting and cost reimbursement purposes over the estimated useful
lives of the assets, which range from 10 to 40 years for buildings and improvements, and 3 to 10 years for major
moveable equipment. The Hospital periodically reviews its capital assets for value impairment. As of June 30,2009
and 2008, the Hospital has determined that no capital assets are impaired.

14



Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES (continued)

Compensated Absences: The Hospital’s employees earn vacation benefits at varying rates depending on years of
service. Employees also earn sick leave benefits. Both benefits can accumulate up to specified maximum levels.
Employees are not paid for accumulated sick leave benefits if they leave either upon termination or before retirement.
However, accumulated vacation benefits are paid to an employee upon either termination or retirement. Accrued
vacation liabilities as of June 30, 2009 and 2008 are $2,378,301 and $2,168,214, respectively.

Risk Management: The Hospital is exposed to various risks of loss from torts; theft of, damage to, and destruction
of assets; business interruption; errors and omissions; employee injuries and illnesses; natural disasters; and medical
malpractice. Commercial insurance coverage is purchased for claims arising from such matters. In the case of
employee health coverage, the Hospital is self-insured for those claims and is discussed further in the footnotes.

Net Assets: Net assets are presented in three categories. The first category is net assets “invested in capital assets,
net of related debt”. This category of net assets consists of capital assets (both restricted and unrestricted), net of
accumulated depreciation and reduced by the outstanding principal balances of any debt borrowings that were
attributable to the acquisition, construction, or improvement of those capital assets.

The second category is “restricted” net assets. This category consists of externally designated constraints placed on
those net assets by creditors (such as through debt covenants), grantors, contributors, law or regulations of other
governments or government agencies, or law or constitutional provisions or enabling legislation.

The third category is “unrestricted” net assets. This category consists of net assets that do not meet the definition
or criteria of the previous two categories.

Net Patient Service Revenues: Net patient service revenues are reported in the period at the estimated net realized
amounts from patients, third-party payors and others including estimated retroactive adjustments under
reimbursement agreements with third-party programs. Normal estimation differences between final reimbursement
and amounts accrued in previous years are reported as adjustments of current year's net patient service revenues.

15



Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE A - ORGANIZATION AND ACCOUNTING POLICIES (continued)

Charity Care: The Hospital accepts all patients regardless of their ability to pay. A patient is classified as a charity
patient by reference to certain established policies of the Hospital. Essentially, these policies define charity services
as those services for which no payment is anticipated. Because the Hospital does not pursue collection of amounts
determined to qualify as charity care, they are not reported as net patient service revenues. Services provided are
recorded as gross patient service revenues and then written off entirely as an adjustment to net patient service
revenues.

District Tax Revenues: The Hospital receives approximately 9% of its financial support from property taxes. These
funds are used to support operations and meet required debt service agreements. They are classified as non-operating
revenue as the revenue is not directly linked to patient care. Property taxes are levied by the County on the Hospital’s
behalf during the year, and are intended to help finance the Hospital’s activities during the same year. The County
has established certain dates to levy, lien, mail bills, and receive payments from property owners during the year.
Property taxes are considered delinquent on the day following each payment due date.

Grants and Contributions: From time to time, the Hospital receives grants from various governmental agencies and
private organizations. The Hospital also receives contributions from related foundation and auxiliary organizations,
as well as from individuals and other private organizations. Revenues from grants and contributions are recognized
when all eligibility requirements, including time requirements are met. Grants and contributions may be restricted
for either specific operating purposes or capital acquisitions. These amounts, when recognized upon meeting all
requirements, are reported as components of the statement of revenues, expenses and changes in net assets.

Operating Revenues and Expenses: The Hospital’s statement of revenues, expenses and changes in net assets
distinguishes between operating and nonoperating revenues and expenses. Operating revenues result from exchange
transactions associated with providing health care services, which is the Hospital’s principal activity. Operating
expenses are all expenses incurred to provide health care services, other than financing costs. Nonoperating revenues
and expenses are those transactions not considered directly linked to providing health care services.

Reclassifications: Certain financial statement amounts as presented in the prior year financial statements have been

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

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE B - CASH AND CASH EQUIVALENTS

As of June 30, 2009 and 2008, the Hospital had deposits invested in various financial institutions in the form of cash
and cash equivalents in the amounts of $2,501,718 and $5,291,885 respectively. All of these funds were held in
deposits, which are collateralized in accordance with the California Government Code (CGC), except for $250,000
per account that is federally insured.

The CGC and the Hospital’s investment policy do not contain legal or policy requirements that would limit the
exposure to custodial risk for deposits. Custodial risk for deposits is the risk that, in the event of the failure of a
depository financial institution, the Hospital would not be able to recover its deposits or will not be able to recover
collateral securities that are in possession of an outside party.

Under the provisions of the CGC, California banks and savings and loan associations are required to secure the
Hospital’s deposits by pledging government securities as collateral. The market value of pledged securities must
equal at least 110% of the Hospital’s deposits. California law also allows financial institutions to secure Hospital
deposits by pledging first trust deed mortgage notes having a value of 150% of the Hospital’s total deposits. The
pledged securities are held by the pledging financial institution’s trust department in the name of the Hospital.

NOTE C - NET PATIENT SERVICE REVENUES

The Hospital has agreements with third-party payors that provide for payments at amounts different from its
established rates. A summary of the payment arrangements with major third-party payors follows:

Medicare: Payments for inpatient acute care services rendered to Medicare program beneficiaries are based on
prospectively determined rates, which vary accordingly to the patient diagnostic classification system. Outpatient
services are paid under an outpatient classification system subject to certain limitations. Certain reimbursement
areas are still subject to final settlement determined after submission of annual cost reports and audits thereof by
the Medicare fiscal intermediary. At June 30, 2009, cost reports through June 30, 2007 have been final settled.

Medi-Cal: For traditional Medi-Cal (non-HMO) services, payments for inpatient services rendered to patients are
made based on reasonable costs while outpatient payments are based on pre-determined charge screens. The
Hospital is paid for cost reimbursement services at an interim rate with final settlement determined after
submission of annual cost reports and audits thereof by Medi-Cal. At June 30, 2009, cost reports through June
30, 2007, have been final settled. Medi-Cal HMO services are paid on a pre-determined rate and are not subject
to cost reimbursement

Other: Payments for services rendered to other than Medicare and Medi-Cal patients are based on established
rates or on agreements with certain commercial insurance companies, health maintenance organizations and
preferred provider organizations which provide for various discounts from established rates.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE C - NET PATIENT SERVICE REVENUES (continued)

Net patient service revenues summarized by service line are as follows:

2009 2008
Inpatient acute and inpatient ancillary services $134,838,882 $124,647,003
Long-term care routine services 26,062,608 17,855,653
Outpatient acute services 121.919.175 107,724,923
Gross patient service revenues 282,820,665 250,227,579
Less deductions from revenue and related allowances (219.753.983) (193.,985,756)
Net patient service revenues $ 63,066,682 $ 56,241,823

Medicare and Medi-Cal revenue accounts for approximately 40% of the Hospital’s net patient revenues for each year.
Laws and regulations governing the Medicare and Medi-Cal programs are extremely complex and subject to
interpretation. As aresult, there is at least a reasonable possibility that recorded estimates will change by a material
amount in the near term.

NOTE D - CONCENTRATION OF CREDIT RISK

The Hospital grants credit without collateral to its patients and third-party payors. Patient accounts receivable from
government agencies represent the only concentrated group of credit risk for the Hospital and management does not
believe that there are any credit risks associated with these governmental agencies. Contracted and other patient
accounts receivable consist of various payors including individuals involved in diverse activities, subject to differing
economic conditions and do not represent any concentrated credit risks to the Hospital. Concentration of patient
accounts receivable at June 30, 2009 and 2008 were as follows:

2009 2008

Medicare $ 13,381,412 $ 13,571,657
Medi-Cal 13,770,546 9,542,914
Other third party payors 12,793,302 11,623,307
Self pay and other 5.510.776 4,653,744

Gross patient accounts receivable 45,456,036 39,391,622
Less allowances for contractual adjustments and bad debts (35.386.500) (31.446.100)

Net patient accounts receivable $ 10.069.536 $ 7.944.522
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE E - OTHER RECEIVABLES

Other receivables as of June 30, 2009 and 2008 were comprised of the following:

2009 2008
Alameda County property taxes $ 6,014,003 $ 6,121,501
Kaiser contract receivable 70,092 274,187
Insurance recoveries related to self-funded programs 160,000
Due from Alameda Foundation 65,285
Rents receivable 6,857 26,293
Other various receivables 115,811 35,073

$ 6.206.763 § 6.682.339

NOTE F - ASSETS LIMITED AS TO USE

Assets limited as to use as of June 30, 2009 and 2008 were comprised of the following:

2009 2008
Cash and cash equivalents restricted by contributors $  468.209 $ 602.817

NOTE G - CAPITAL ASSETS

The Hospital received two parcels of improved rental-real estate by court order dated December 3, 2003, pursuant
to the terms of the Alice M. Jaber 1992 Trust. As successor to the former non-profit Alameda Hospital, the Hospital
has agreed to abide by the terms of the Trust Agreement. The Trust Agreement and the will of Alice M. Jaber require
the Hospital to account for the property as part of the Abraham Jaber and Mary A. Jaber Memorial Fund. Among
other things, the Hospital is prohibited from selling all or any portion of the parcels received until after the death of
certain named family members and, if the property is sold, it may not be sold to any descendant, spouse or relative
to the third degree of any such descendant of a named family member. The net carrying value of this property is
$1,247,261 and $1,247,261 at June 30, 2009 and 2008, respectively.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE G - CAPITAL ASSETS (continued)

Capital assets as of June 30, 2009 and 2008 were comprised of the following:

Balance at Transfers & Reclasses & Balance at
June 30, 2008 Additions Retirements June 30, 2009
Land and land improvements $ 1,369,164 $ 7,790 $ 1,376,954
Buildings and improvements 23,646,900 10,383 23,657,283
Equipment 18,100,350 349,226 18,449,576
Construction-in-progress 38.526 494.768 533.294
Totals at historical cost 43,154,940 862,167 44,017,107
Accumulated depreciation for:
Land and land improvements (254,335) (3,940) (258,275)
Buildings and improvements (20,124,793) (406,020) (20,530,813)
Equipment (14,986.808) (1,003.750) _(15,990,558)
Total accumulated depreciation (35.365.936) (1.413.710) (36.779.646)
Capital assets, net $ 7.789.004 $ (551,543) $ $ 7.237.461
Balance at Transfers & Reclasses & Balance at
June 30, 2007 Additions Retirements June 30, 2008
Land and land improvements $ 1,369,164 $ 1,369,164
Buildings and improvements 23,437,357 209,543 23,646,900
Equipment 17,554,692 545,658 18,100,350
Construction-in-progress 181,569 (143.043) 38.526
Totals at historical cost 42,542,782 612,158 43,154,940
Accumulated depreciation for:
Land and land improvements (251,063) (3,272) (254,335)
Buildings and improvements (19,443,070) (681,723) (20,124,793)
Equipment (13.887.215) (1,099.593) (14.986.808)
Total accumulated depreciation (33.581.348) (1,784.588) _(35.365.936)
Capital assets, net $ 8961.434 $ (1.172.430) $ $ 7,789,004
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE H - DEBT BORROWINGS

As of June 30, 2009 and 2008, debt borrowings were as follows:

Note payable to a bank; interest at 4.80% due monthly with the
principal due February 14, 2014; collateralized by Hospital
receivables:

Bank line of credit; interest at prime, due monthly with the
principal due February 15, 2010; collateralized by Hospital
receivables:

Capital lease due to a bank; principal and interest at 2.75% due in
monthly installments of $53,573 each 23™ of the month through
October 23, 2008; collateralized by Hospital property:

Capital lease due to a financial institution; principal and interest at
2.57% due in monthly instaliments of $4,155 each 21* of the month
through February 10, 2010; collateralized by Hospital property:

Note payable to a bank; principal and interest at 5.75% due in monthly
installments of $2,146 at month’s end through January 31, 2011;
collateralized by Hospital property:

Note payable to a bank; principal and interest at 6.88% due in monthly
installments of $4,346 the 2™ of each month through April 2, 2009;
collateralized by Hospital property:

Other various debt borrowings

Less current maturities of debt borrowings

2008 2008

$ 2,089,343

$ 2,400,000

213,072

35,187 84,378
38,877 61,602
44,010

6.958 22.800
2,170,365 2,825,862

(447.948) (2.744.870)
$ 1722417 3 80.992

Future principal maturities for debt borrowings for the next succeeding years are: $447,948 in 2010; $450,765 in

2011; $457,605 in 2012; $480,509 in 2013; and $333,538 in 2014.

Line of Credit: The Hospital has a $1,500,000 bank line of credit available at year end with a variable interest rate.
Any advances on this line are due at the time of maturity and interest is due and payable monthly. There were no

borrowings under this line of credit agreement as of June 30, 2009.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE I - RETIREMENT PLANS

Contributions to Retirement Plans: Total contributions to all of the retirement plans for the years ended June 30,
2009 and 2008 were approximately $1,977,000 and $1,714,000, respectively.

Defined Contribution Plan: Effective January 1, 2005, the Hospital established and began to administer a
noncontributory defined contribution retirement plan covering employees who have completed one year of service
in which they worked at least 1,000 hours and are not covered under a collective bargaining agreement. Benefit
provisions are contained in plan documents and can be amended by the Board of Directors. The Hospital contributes
6% of eligible employee earnings to this plan. The Hospital also contributes to four union-sponsored defined
contribution retirement plans as required under collective bargaining agreements with the Hospital.

Defined Benefit Plan: The Hospital provides retirement benefits under a noncontributory, single-employer defined
benefit pension plan (the Plan) for employees not covered under collective bargaining agreements and who have
completed one year of continuous service during which they worked at least 1,000 hours. The Plan, administered
by the Hospital, provides benefits based on each employee’s years of service and annual compensation through
December 31, 2004. The Plan’s annual pension cost and net pension assets for the years ended June 30, 2009 and

2008 are as follows:

2009 2008
Annual required contribution $ 128,149 $ 51,789
Interest on net pension asset (6,072) (10,281)
Adjustment to net pension obligation 11,143 10,570
Annual pension cost 133,220 52,078
Contributions made (128.149) (45.000)
Increase (decrease) in net pension obligation 5,071 7,078
Net pension asset at the beginning of the year (121.440) (128.518)
Net pension asset at the end of the year $ (116.369) $ (121.440)

Benefits under the Plan vest 100% upon five years of service. Upon normal retirement at age 65, participants are
entitled to monthly retirement benefits based upon their average compensation and years of credited service.
Participants, who have attained the age the latter of age 55 or the date upon which the employee’s age and years of
service add up to 65, may elect early retirement with benefits determined as of the early retirement date, actuarially
reduced. Participants may elect to receive their benefits as a lump sum, life annuity, or joint and survivor annuity
upon retirement.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE I - RETIREMENT PLANS (continued)

Pursuant to the Hospital’s right to amend, terminate or discontinue making contributions to the Plan, the Hospital’s
Board of Directors resolved to freeze participation in and benefit obligations under the Plan as of December 31, 2004
and then established a new defined contribution plan in lieu thereof. Retirement benefits earned through December
31, 2004 will be paid as required by the Plan.

The Hospital is required to contribute the actuarially determined amounts necessary to fund benefits for its
participants. The actuarial methods and assumptions used are those adopted by the Hospital. The Hospital’s required
employer contribution rates for 2009 and 2008 do not apply as the Plan has been frozen and has no covered payroll.

The required contribution for the year ended June 30, 2009, was determined as part of the July 1, 2008 actuarial
valuation using the unit credit actuarial cost method. The actuarial valuation method was changed from the entry age
normal method in 2005 because benefit accruals under the Plan were frozen at December 31, 2004. The actuarial
assumptions include an investment rate of return of 8% and no salary increases in the future. The actuarial value of
the Plan’s assets was equal to the fair value of the assets. The Plan’s unfunded actuarial accrued liability is being
amortized as a level dollar using a fixed amortization period of 15 years. The remaining amortization period at July
1, 2008 was 14 years. The table below presents three-year trend information followed by a schedule of funding

progress:

Three-Year Trend Information:

Annual Pension Cost Percentage of APC Net Pension Obligation
Year Ended June 30 (APC)in $ Contributed (Asset) in $
2007 $ 42,649 117.2% $(128,518)
2008 $ 52,078 86.4% $ (121,440)
2009 $ 133,220 100.0% $(116,369)

Schedule of Funding Progress:

Unfunded
Actuarial Accrued Annual
Valuation Accrued Value of Liability Funded Ratio Covered UAAL asa
Date Liability in $ Assetsin § (UAAL)in $ Percentage Payroll % of Payroll
7/1/06 $2,377,744 $ 1,900,687 $ 477,057 79.9% N/A N/A
7/1/07 $2,379,072 $ 1,796,040 $ 583,032 75.5% N/A N/A
7/1/08 $ 2,700,503 $ 1,370,353 $ 1,330,150 50.7% N/A N/A
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE J - COMMITMENTS AND CONTINGENCIES

Construction-in-Progress: As of June 30, 2009 and 2008, the Hospital had recorded $533,294 and $38,526,
respectively, as construction-in-progress representing cost capitalized for various remodeling, major repair, and
expansion projects on the Hospital’s premises. No interest was capitalized under FAS 62 during the years ended June
30, 2009 and 2008. Estimated cost to complete these projects as of June 30, 2009 are considered minor.

Operating Leases: The Hospital leases various equipment and facilities under operating leases expiring at various
dates. Total building and equipment rent expense for the years ended June 30, 2009 and 2008, were $662,854 and
$581,198, respectively. Future minimum lease payments for the succeeding years under operating leases as of June
30, 2009, that have initial or remaining lease terms in excess of one year are not considered material.

Litigation: The Hospital may from time-to-time be involved in litigation and regulatory investigations which arise
in the normal course of doing business. After consultation with legal counsel, management estimates that matters
existing as of June 30, 2009 will be resolved without material adverse effect on the Hospital’s future financial
position, results from operations or cash flows.

Risk Management Insurance Programs: The Hospital self-insures medical and dental costs up to $100,000 per
employee per year under a noncontributory plan. The Hospital also maintains claims-made insurance coverage for
its medical malpractice and general liability risks up to $20 million per claim and $20 million in the annual aggregate.
Deductible levels are at $10,000 per medical malpractice claim and $25,000 per general liability claim.

The reserves for self-insured risk include provisions for estimated medical and dental, a former self-insured workers’
compensation plan and medical malpractice and general liability costs for both uninsured reported claims and for
claims incurred but not reported (IBNR), in accordance with projections based upon several factors including past
experience. While such claims reserves are based upon these factors, there is a possibility that a material change will
occur in the near term. Such estimates are continually monitored, reviewed, and adjusted accordingly with
differences reported in the current year operations. While the ultimate amount of medical, dental, workers’
compensation and medical and general liability claims is dependent upon future developments, management believes
that the associated liabilities recognized in the financial statements are adequate to cover such claims.

Health Insurance Portability and Accountability Act: The Health Insurance Portability and Accountability Act
(HIPAA) was enacted August 21, 1996, to ensure health insurance portability, reduce health care fraud and abuse,
guarantee security and privacy of health information, and enforce standards for health information. Organizations
are subject to significant fines and penalties if found not to be compliant with the provisions outlined in the
regulations. Management believes the Hospital is in compliance with HIPAA as of June 30, 2009 and 2008.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE J - COMMITMENTS AND CONTINGENCIES (continued)

Health Care Regulation: The health care industry is subject to numerous laws and regulations of federal, state and
local governments. These laws and regulations include, but are not necessarily limited to, matters such as licensure,
accreditation, government health care program participation requirements, reimbursement for patient services, and
Medicare and Medi-Cal fraud and abuse. Government activity has increased with respect to investigations and
allegations concerning possible violations of fraud and abuse statues and regulations by health care providers.
Violations of these laws and regulations could result in expulsion from government health care programs together
with the imposition of significant fines and penalties, as well as significant repayments for patient services previously
billed. Management believes that the Hospital is in compliance with fraud and abuse as well as other applicable
government laws and regulations. While no material regulatory inquiries have been made, compliance with such laws
and regulations can be subject to future government review and interpretation as well as regulatory actions unknown
or unasserted at this time.

RAC Audits: Hospitals in California are subject to nationwide Medicare claim audits by Recovery Audit Contractors
(RAC’s). In March, 2007, RAC auditors examined certain Medicare claims for services provided to Medicare
beneficiaries during the years end June 30, 2003, and thereafter. Pursuant to this review, RAC auditors reviewed
medical records and compared them to billing records for “perceived” discrepancies. This auditresulted in arecovery
process of Medicare payments which to date have been $352,280. It is anticipated that additional recoveries of
approximately $200,000 may be collected in the future and which the Hospital has recorded as a liability as of June
30, 2009. The Hospital does have appeal rights for RAC audit findings.

Medicare Disproportionate Share: As a part of the Medicare reimbursement for inpatient services, the Hospital
receives an “add-on” to their DRG entitlement through the Medicare Disproportionate Share program, a program
designed to assist Hospitals who “disproportionately” serve welfare patients. The disproportionate share payment
is larger if a hospital operates 100 beds or more, and the program allows for additional capital payments. Former
settled cost reports for June 30, 2005 and 2006 were reopened and were settled during the 2009 year by the Medicare
intermediary resulting in a payback of approximately $90,000 to the Medicare program. The Hospital has no more
recorded liability as of June 30, 2009.

Seismic Retrofit. The California Hospital Facilities Seismic Safety Act (SB 1953) specifies certain requirements that
must be met at various dates in order to increase the probability that a California hospital can maintain uninterrupted
operations following a major earthquake. By January 1, 2013, all general acute care buildings must be life-safe.
Management is in process of developing a plan to bring the Hospital into compliance by the required deadlines.
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Notes to Financial Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE K - FAIR VALUE OF FINANCIAL INSTRUMENTS

The Hospital uses certain methods and assumptions in estimating its fair value disclosures for financial instruments.
For cash and cash equivalents, the Hospital uses the carrying amounts which approximate fair value due to the short
maturity of any financial instrument considered as a cash equivalent. For debt borrowings (including capital lease
obligations), the fair values are estimated using discounted cash flow analysis, based on the Hospital's current
incremental borrowing rates for similar types of borrowing arrangements. As of June 30, 2009 and 2008, the fair
values of debt borrowings were not considered to be materially different from the carrying values.

NOTE L - RELATED PARTY TRANSACTIONS

The Alameda Hospital Foundation (the Foundation), has been established as a nonprofit public benefit corporation
under the Internal Revenue Code Section 501 ¢ (3) to solicit contributions on behalf of the Hospital. Substantially
all funds raised except for funds required for operation of the Foundation, are distributed to the Hospital or held for
the benefit of the Hospital. The Foundation's funds, which represent the Foundation's unrestricted resources, are
distributed to the Hospital in amounts and in period determined by the Foundation's Board of Trustees, who may also
restrict the use of funds for Hospital property and equipment replacement or expansion, reimbursement of expenses,
or other specific purposes. Donations in this regard were $165,000 and $181,058 for the years ended June 30, 2009
and 2008 respectively. The Foundation is not considered a component unit of the Hospital as the Foundation, in the
absence of donor restrictions, has complete and discretionary control over the amounts, the timing, and the use of
its donations to the Hospital.

NOTE M - HOSPITAL COMPONENT UNITS

The City of Alameda Health Care District (District) owns and operates Alameda Hospital (the Hospital). In addition
to the Hospital, the District operates CW&S Investment Company, LLC (CW&S), a wholly-owned for-profit
subsidiary. The District also controls the City of Alameda Health Care Corporation (AHCC), a charitable, non-profit
corporation for which the District is the sole voting member. CW&S owns a skilled nursing facility located on the
property adjacent to the Hospital. AHCC has no operating activities. The financial results for the years ended June
30,2009 and 2008 of these component units are included within the financial statements of the Hospital. Net assets
of these units were $558,395 for 2009 and $509,122 for 2008. Net increase in assets for these units were $49,096
for 2009 and $73,238 for 2008. The financial impact of these component units on the Hospitals’s combined financial
statements is not considered material and therefore further disclosure of financial detail is not considered necessary
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Notes to Financtal Statements (continued)

CITY OF ALAMEDA HEALTH CARE DISTRICT

NOTE N - CHARITY CARE AND COMMUNITY BENEFIT SERVICES

The Hospital maintains records to identify and monitor the level of charity care and community service it provides.
These records include the amount of collections foregone, (based on established rates), for services and supplies
furnished under its charity care and community service policies. In addition, the Hospital provides services to other
medically indigent patients under certain government public aid reimbursement programs. The following is a
summary of the Hospital’s charity care and community benefit foregone collections for the years ended June 30, 2009
and 2008, in terms of services to the poor and benefits to the broader community:

2009 2008
Benefits for the poor:
Traditional charity care $ 1,117,378 $ 1,187,169
Unpaid Medi-Cal and other public aid programs 7,167.070 6.897.566
Total quantifiable benefits for the poor 8,284,448 8,084,735
Benefits for the broader community:
Unpaid Medicare program charges 74.174.087 70.456.378
Total quantifiable benefits for the broader community 74,174,087 70.456.378
Total quantifiable community benefits $ 82.458.535 $ 78,541,113
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