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GALINDEZ

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS” REPORT

Board of Directors
Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

We have audited the accompanying balance sheets of Cardiovascular Center Corporation of Puerto Rico
and the Caribbean, a component unit of the Commonwealth of Puerto Rico, as of June 30, 2010 and 2009, and
the related statements of revenues, expenses, and changes in net assets (deficiency), and cash flows for the
years then ended. These financial statements are the responsibility of the Corporation’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 and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit 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.

The financial statements of the Cardiovascular Center Corporation of Puerto Rico are intended to
present the financial position and changes in financial position of only that portion attributable to the
transactions of the Cardiovascular Center Corporation of Puerto Rico. They do not intend to, and do not,
present fairly the financial position and changes in financial position of the Commonwealth of Puerto Rico in
conformity with accounting principles generally accepted in the United States of America.

We previously issued a report dated December 17, 2010, in which we expressed an opinion that the
Corporation did not account and report the annual cost of the postemployment benefits other than pensions
(OPEB) and the outstanding obligations and commitments related to such OPEB in the financial statements
because management had not adopted the provision of GASB Statement No. 45 “Accounting and Financial
Reporting by Employers for Postemployment Benefits Other Than Pensions”, as required in the accounting
principles generally accepted in the United States of America. As described in Note 10, management finally
adopted the provisions of GASB Statement No. 45 revising the financial statements so that are now presented
in accordance with accounting principles generally accepted in the United States of America. Accordingly, our
present opinion on the financial statements, as presented herein, is different from that expressed in our
previous report.

In our opinion, the financial statements referred to in the first paragraph above present fairly, in all
material respects, the financial position of Cardiovascular Center Corporation of Puerto Rico and the
Caribbean as of June 30, 2010 and 2009, and changes in its financial position and its cash flows for the years
then ended in conformity with accounting principles generally accepted in United States of America.
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Board of Directors

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean
Page 2

In accordance with Government Auditing Standards, we have also issued a separated report dated
December 17, 2010 on our consideration of the Cardiovascular Center Corporation of Puerto Rico and the
Caribbean’s internal control over financial reporting and our tests of its compliance with certain provisions of
laws, regulations, contracts, and grants. That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be read in conjunction with this report in considering the
results of our audit.

The management’s discussion and analysis on pages 3 to 8 is not a required part of the basic financial
statements but it is supplementary information required by the Governmental Accounting Standards Board.
We have applied certain limited procedures, which consisted principally of inquiries to management
regarding the methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

San Juan, Puerto Rico
December 17, 2010,

except for notes 1 and 10 which
are dated February 23, 2011



Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Management’s Discussion and Analysis
June 30, 2010
Our discussion and analysis of Cardiovascular Center Corporation of Puerto Rico and the Caribbean’s (the
Corporation) financial performance provides an overview of the Corporation’s financial activities for the fiscal
years ended June 30, 2010 and 2009. Please read it in conjunction with the Corporation’s financial statements,

which begin on page 9.

Using this Annual Report

The Corporation’s financial statements consist of three statements: Balance Sheet (page 9), Statement of
Revenues, Expenses and Changes in Net Assets (Deficiency) (page 10), and a Statement of Cash Flows (pages
11 to 12). These financial statements and related notes (pages 13 to 37) provide information about the activities
of the Corporation, including resources held by the Corporation but restricted for specific purposes by
enabling legislation.

The Balance Sheet and the Statement of Revenues, Expenses and Changes in Net Assets (Deficiency)

The balance sheet and the statement of revenues, expenses and changes in net assets (deficiency) report
information about the Corporation’s resources and its activities in a way that helps to understand if the
finances improved or worsen off as a result of the year’s activities. These statements include all restricted and
unrestricted assets and all liabilities using the accrual basis of accounting. All of the current year’s revenues
and expenses are taken into account regardless of when the cash is received or paid.

These two statements report the Corporation’s net assets (deficiency) and changes in them. You can think of
the Corporation’s net assets (deficiency), which are the difference between assets and liabilities, as one way to
measure the Corporation’s financial health, or financial positions. Over time, increases or decreases in the
Corporation’s net assets (deficiency) are one indicator of whether its financial health is improving or
deteriorating. You will need to consider other nonfinancial factors, however, such as changes in the
Corporation’s patient base and measures of the quality of service it provides to the community, as well as
local economic factors to assess the overall health of the Corporation.

Statement of Cash Flows

The final required statement is the statement of cash flows. The statement reports cash receipts, cash
payments, and net changes in cash resulting from operations, investing, and financing activities. This
statement presents the sources and uses of cash in four categories: (a) operating activities; (b) non-capital
financing activities; (c) capital and related financing activities, and (d) investing activities.



Management’s Discussion and Analysis (Continued)

Condensed Financial Information

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

June 30, 2010

At June 30, 2010 and 2009 and for the years then ended the Corporation’s financial information is summarized

as follows:

Current assets
Capital assets
Total assets

Current liabilities

Long-term liabilities under capital
lease

Other noncurrent liabilities

Total liabilities

Net assets invested in capital assets,
net of related debt

Net assets (deficiency) unrestricted

Total net (deficiency)

Operating revenues

Operating expenses

Non-operating income (expenses)

Contributions from the
Commonwealth

Change in net assets (deficiency)

Total net (deficiency)

2010 2009 Variance %
$ 25,219,736 $ 32,636,426 $ (7,416,690) -23%
18,405,527 16,191,688 2,213,839 14%
43,625,263 48,828,114 (5,202,851) -11%
81,131,524 89,750,054 (8,618,530) -10%
87,394 265,595 (178,201) -67%
1,879,500 1,593,500 286,000 18%
83,098,418 91,609,149 (8,510,731) -9%
18,139,932 15,735,200 2,404,732 15%
(57,613,087) (58,516,235) (903,148) -2%
(39,473,155) (42,781,035) 3,307,880 -8%
84,821,931 85,085,293 (263,362) 0%
(96,981,264) (94,927,672) (2,053,592) -2%
12,823,854 68,217 12,755,637 18,699%
2,643,359 317,738 2,325,621 732%
3,307,880 (9,456,424) 12,764,304 -135%
$(39.473,155) $(42,781,035) $ 3,307,880 -8%



Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Management’s Discussion and Analysis (Continued)

June 30, 2010

Analysis of Financial Position and Results of Operations

Financial Position

As indicated in the condensed financial information presented above, the financial position of the Corporation
changed as follows:

Total assets decreased by $5,202,851 or 11% in comparison fiscal year 2008-2009. The reason for such decrease
relates principally to a decrease in patients accounts receivable, which is directly related to increases in
collections from insurance companies and in the allowance for uncollectible accounts for approximately
$3,800,000 and $1,800,000, respectively.

The Corporation’s specialist in Medicare reimbursement’s processing has reasonably estimated that at
June 30, 2010 and 2009, the amounts due to the Corporation by Medicare amounted to $64,228 and $318,395,
respectively, and are disclosed in the accompanying balance sheets as Estimated third party payor - Medicare.

The current liabilities of the Corporation decreased by approximately $8.6 million during the fiscal year ended
June 30, 2010 principally because of a decrease in the balance due to related parties mostly corresponding to
rent payable to the Public Building Authority, which was paid by legislative appropriations from the
Commonwealth of Puerto Rico.



Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Management’s Discussion and Analysis (Continued)

June 30, 2010

Results of Operations

The Corporation generates all of its revenues from activities related to patient services either directly or
ancillary which are typical of a hospital unit, such as cafeteria, facility rent to physicians, parking, etc. In
addition, the expenses incurred in those activities are accounted for as general operating expenses and are
divided as healthcare services and general and administrative.

During the year ended June 30, 2010, the Corporation reflected an excess of revenues over expenses of
$664,521 net of $12,823,854 of non-operating revenues. Such increase is principally due to contributions
received from the Commonwealth of Puerto Rico for the payment of rent for $12,771,744. The non-operating
activities of the Corporation relate to the relationship between interest income and expense and contributions
received for the payment of rent. The effects of the capital contributions are recorded as increase in the net
assets as per GASB Statement No. 34 (Basic Financial Statement and Management Discussion and Analysis).
In comparison to fiscal year ended June 30, 2009, there was a decrease in the net deficiency for $3,307,880.
This decrease in the net deficiency was principally related to the increase in the total contributions from the
Commonwealth of Puerto Rico by approximately $15,097,000.

The following table presents comparative information of the patient services:

%of
Indicator Description June 30, 2010 June 30, 2009 Variance Change

Admissions 5,205 5,196 9 0%
Discharges 5,640 5,354 286 5%
Patient days 42,772 39,371 3,401 9%
Occupation percentage 77% 81% -4% -4%
Surgery procedures 3,566 3,672 -106 -3%
Invasive laboratory procedures 11,429 2965 1,464 15%

The Corporation reflected an increase in the operating expenses of $2,053,592 or 2%. This was principally
associated to an increase in salaries and benefits and the consumption of supplies, food and drugs in direct
services to patients.

As part of its operations, the Corporation is subject to certain claims related principally to malpractice. With
the assistance of the Corporation legal counsels and based on the evaluation of the merits of each legal case,
the Corporation provided at June 30, 2010 with an additional reserve for claim losses for $450,000.



Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Management’s Discussion and Analysis (Continued)

June 30, 2010

Factors Affecting the Change in Net Assets and the Availability of Funds

The investment made by the Puerto Rico Government in the Corporation was based in a higher operating
level than the actual. Originally, the Corporation was created as the principal provider of cardiovascular
services in Puerto Rico with extended services offer to patients from the Caribbean, Center and South
America. The original capital investment was approximately $65,000,000 in capital assets and the related
effect in working capital that this type of investment needs. During the first eight years of operations, the
Corporation was subsided by the Puerto Rico Government for the payment of rent related to the Public
Building Authority lease for the hospital facilities and parking. In the year 2000, the Central Government
discontinued such subsidy to the Corporation resulting in an adverse effect in the Corporation’s working
capital. But, and as mentioned above, during the year ended June 30, 2010 the Corporation received
contributions from the Central Government for $12,771,744 for the payment of rent to the Public Building
Authority.

In addition, and as part of the approval of the Law 27 (Health Reform), the Central Government changed its
policy and became a purchaser of health insurance instead of a provider of healthcare services. The
Corporation was no longer the exclusive provider of cardiovascular services for the medically indigent
population. In addition, the situation deteriorated when licenses were approved to other hospitals in Puerto
Rico to provide catheterization, angioplasty and cardiovascular surgery services. Finally, the Corporation lost
almost all the patients from the Medicaid program. However, the Corporation is the only provider of services
to patients with congenital diseases and the only that has a program of heart transplant and services to
cardiovascular patients with acute conditions.

Changes in the Corporation’s cash flows are consistent with changes in operating losses and non-operating
revenues and expenses and capital contributions, as discussed earlier.

Capital Assets and Debt Administration

Capital Assets

At June 30, 2010, the Corporation had $18,405,527 in capital assets, net of accumulated depreciation, as
detailed in the notes to the financial statements. In fiscal year 2009-2010, the Corporation made cash outlays
for capital assets by $3,508,942, including improvements to leased property and the acquisition of equipment.



Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Management’s Discussion and Analysis (Continued)

June 30, 2010

Capital Lease Obligations

At year-end, the Corporation had $265,595 in capital lease obligations outstanding. A detail of the capital
lease obligations of the Corporation is presented in the notes to the financial statements.

Adoption of GASB Statement No. 45

During the year ended June 30, 2010, the Corporation adopted and implemented the provisions of GASB
Statement No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other
than Pensions. GASB Statement No. 45 establishes standards for the measurement, recognition of Other
Postemployment Benefits (OPEB), related liabilities and disclosures. The adoption of such statement
resulted in a decrease in net assets of approximately $28,000 for the year ended June 30, 2010.

Contacting the Corporation’s Financial Management

The financial report is designed to provide our patients, suppliers and creditors with a general overview of
the Corporation’s finances and to show the Corporation’s accountability for the funds it receives. If you have
questions about this report or need additional financial information, contact the Corporation’s Finance
Director Office at P.O. Box 366528, San Juan Puerto Rico 00936-6528, phone no. (787) 274-0151.



Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Balance Sheets

June 30, 2010 and 2009

Assets
Current assets

Cash and cash equivalents

Patients accounts receivable, net of estimated uncollectibles
of $15,525,910 in 2010 and $13,685,550 in 2009

Estimated third-party payor - Medicare

Other accounts receivable, net of estimated uncollectibles
of $449,835 in 2010 and $258,726 in 2009

Inventory of supplies

Prepaid expenses and other current assets

Total current assets

Capital assets, net of depreciation and amortization

Total assets

Liabilities and Net Assets (Deficiency)

Current liabilities
Current portion of capital lease obligations
Due to related parties
Accounts payable
Accrued payroll and other expenses
Reserve for claim losses

Total current liabilities

Capital lease obligations, net of current portion
Reserve for claim losses

Total liabilities

Net assets (deficiency)
Investment in capital assets, net of related debt
(Deficiency)

Total net assets (deficiency)

Total liabilities and net assets (deficiency)

See notes to financial statements

2010 2009
$ 7,592,160 $ 8,379,781
13,569,540 20,345,983
64,228 318,395
1,213,994 972,277
2,379,459 2,325,155
400,355 294,835
25,219,736 32,636,426
18,405,527 16,191,688
43,625,263 48,828,114
178,201 190,893
51,317,620 60,009,852
24,393,904 24,457,177
5,241,799 4,717,132

- 375,000
81,131,524 89,750,054
87,394 265,595
1,879,500 1,593,500
83,098,418 91,609,149
18,139,932 15,735,200
(57,613,087)  (58,516,235)
(39,473,155)  (42,781,035)
$43,625,263 $48,828,114




Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Statements of Revenues, Expenses and Changes in Net Assets (Deficiency)

Years Ended June 30, 2010 and 2009

Operating revenues
Net patient service revenue
Other revenue

Total operating revenues

Operating expenses
Salaries and wages
Employee benefits
Professional fees and contracted services
Supplies, food and drugs
Repairs and maintenance
Utilities
Provision for bad debts
Depreciation and amortization
Insurance
Provision for claim losses

Rent and other

Total operating expenses
Operating (loss)

Non-operating income (expenses)
Contributions from the Commonwealth of Puerto Rico
Interest income
Interest expense

Total non-operating income (expenses)

Excess (deficiency) of revenues over expenses
Contributions from the Commonwealth of Puerto Rico

Increase (decrease) in net assets (deficiency)

Net assets (deficiency), at beginning of year

Net assets (deficiency), at end of year

See notes to financial statements

-10-

2010 2009
$ 81,347,298 $ 81,721,348
3,474,633 3,363,945
84,821,931 85,085,293
24,792,160 24,137,682
8,542,343 8,107,351
5,520,176 5,519,063
38,233,684 37,106,902
2,947,249 2,537,900
3,636,901 3,619,681
2,031,470 1,654,677
2,243,593 1,547,274
176,811 281,125
450,000 2,307,736
8,406,877 8,108,281
96,981,264 94,927,672
(12,159,333) (9,842,379)
12,771,744 -
76,075 104,803
(23,965) (36,586)
12,823,854 68,217
664,521 (9,774,162)
2,643,359 317,738
3,307,880 (9,456,424)
(42,781,035) (33,324,611)
$(39,473,155)  $(42,781,035)




Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Statements of Cash Flows

Years Ended June 30, 2010 and 2009

Cash flows from operating activities
Receipts from patient services
Other receipts
Payments to suppliers
Payments to employees and employee benefits
Payments on malpractice claims

Net cash provided by operating activities

Cash flows from capital and related financing activities
Cash outlays for capital assets
Payments of interest on capital lease obligations
Contribution received from the Commonwealth of Puerto Rico
Principal paid on capital lease obligations

Net cash (used in) capital and related financing activities

Cash flows from investing activities
Receipts of interest

Net cash provided by investing activities

Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, at beginning of year

Cash and cash equivalents, at end of year

(Continue)

P

2010

2009

$ 86,537,548

$ 82,707,201

2,393,316 3,372,870
(55,365,283) (46,402,556)
(32,809,836) (31,804,006)
(539,000) (575,001)
216,745 7,298,508
(3,508,942) (2,204,780)
(23,965) (36,586)
2,643,359 317,738
(190,893) (178,271)
(1,080,441) (2,101,899)
76,075 104,803
76,075 104,803
(787,621) 5,301,412
8,379,781 3,078,369

$ 7,592,160

$ 8,379,781




Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Statements of Cash Flows (Continued)

Years Ended June 30, 2010 and 2009

2010 2009
Reconciliation of operating (loss) to net cash (provided by) operating activities
Operating (loss) $(12,159,333) $ (9,842,379)
Adjustments to reconcile operating (loss) to net cash (used in)
operating activities
Depreciation and amortization 2,243,593 1,547,274
(Gain) loss on capital assets disposition (648,491) 139,502
Provision for bad debts 2,031,470 1,654,677
Provision for claim losses 450,000 2,307,736
Changes in assets and liabilities
(Increase) decrease in patient accounts receivable 4,936,082 (340,510)
(Increase) in other accounts receivable (432,826) (130,728)
(Increase) decrease in inventory of supplies (54,304) 108,372
(Increase) decrease in prepaid expenses and other current assets (105,520) 199,437
Decrease in estimated third-party payor - Medicare 254,167 1,314,561
(Decrease) in accounts payable (363,272) (6,346,159)
Increase in amount due to related parties 4,079,512 16,820,699
(Decrease) in reserve for claim losses (539,000) (575,001)
Increase in accrued payroll and other expenses 524,667 441,027
Total adjustments 12,376,078 17,140,887
Net cash provided by operating activities $ 216,745 $ 7,298,508
Supplemental disclosure of non capital financing activities:
Rent fees paid on behalf of the Corporation with
contributions from the Commonwealth of Puerto Rico $ 12,771,744 $ -
Supplemental disclosures of non cash capital and related financing activities:
Retirement of capital assets $ 346,231 $ 852,765
Acquisition of capital assets through short term financing by vendor $ 300,000 $ -
Acquisition of capital assets through exchange of similar assets $ 876,000 -

See notes to financial statements

=1



Note 1 -

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements

June 30, 2010 and 2009

Description of reporting entity and summary of significant accounting policies

Cardiovascular Center Corporation of Puerto Rico and the Caribbean (the Corporation) complies
with the accounting principles generally accepted in the United States of America applicable to
governmental entities. The following is a summary of the significant accounting policies:

Reporting entity

Cardiovascular Center Corporation of Puerto Rico and the Caribbean is a public corporation
created by Act No. 51 (the Act) of June 30, 1986, to provide treatment for cardiovascular diseases
in Puerto Rico and the Caribbean. The Corporation operates a hospital facility with 192 certified
beds as an independent and separate unit from any agency or instrumentality of the
Commonwealth of Puerto Rico.

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 amounts of revenues
and expenses during the reporting period. Actual results could differ from those estimates.

Basis of accounting and measurement focus

The Corporation uses enterprise fund accounting. Revenues and expenses are recognized on the
accrual basis of accounting, using the economic resources measurement focus. Based on GASB
Statement No. 20, as amended, the Corporation has elected to apply the provisions of all relevant
pronouncements of the Financial Accounting Standard Board (FASB), including those issued after
November 30, 1989, that do not conflict with or contradict GASB pronouncements.

Cash and cash equivalents

Cash and cash equivalents include investments in highly liquid debt instruments with original
maturities of three months or less.

T3



Note 1 -

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements (Continued)

June 30, 2010 and 2009

Description of reporting entity and summary of significant accounting policies — (continued)

Valuation of accounts receivable

The Corporation makes judgments as to the collectability of accounts receivables based on
historical trends and future expectations. Management estimates an allowance for doubtful
accounts, which represents the collectability of patient service accounts receivables. This
allowance adjusts gross patient service accounts receivable downward to their estimated net
realizable value. To determine the allowance for doubtful accounts, management reviews specific
customer risk for accounts over 365 days using the Corporation’s accounts receivable aging.

Inventory of supplies

Inventory of supplies consisting of drugs, medicines, food and other supplies is stated at the lower
of cost or market on the first-in, first-out basis.

Capital assets

The Corporation capital assets are reported at historical cost. Depreciation is provided over the
estimated useful life of each class of depreciable asset, ranging from 3 to 30 years, and is computed
using the straight-line method. Equipment under capital lease obligations is amortized on the
straight-line method over the shorter period of the lease term or the estimated useful life of the
equipment. Such amortization is included in depreciation and amortization in the financial
statements.

Tax exemption

The Corporation is exempt from all income, municipal and excise taxes, including license fees,
imposed by the Commonwealth of Puerto Rico or any or its subdivisions, which includes all
operations, fixed and movable property, capital, revenue and surplus. The Corporation has elected
the reimbursement method for purposes of state unemployment taxes.

4=



Note 1 -

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements (Continued)

June 30, 2010 and 2009

Description of reporting entity and summary of significant accounting policies — (continued)

Contributions

From time to time, the Corporation receives contributions from the Commonwealth of Puerto
Rico. Revenues from contributions (including contributions for capital assets) are recognized when
all eligibility requirements, including time requirements are met. Contributions are restricted for
operations purposes (payment of rent to Public Buildings Authority) and for capital purposes.
Amounts for the payment of rent to Public Buildings Authority are reported as non-operating
revenues. Amounts for capital assets acquisitions are reported after non-operating revenues and
expenses.

During the year ended June 30, 2010 the Corporation received $12,771,744 and $2,643,359 for the
payment of rent and capital assets acquisitions, respectively. During the year ended June 30, 2009
the Corporation received $317,738 for capital assets acquisitions.

Net assets (deficiency)

Net assets of the Corporation are classified in three components. Net assets invested in capital
assets net of related debt, consist of capital assets net of accumulated depreciation and reduced by
the spent portion of outstanding balances of any borrowings that are attributable to the
acquisition, construction, or improvement of those assets. Unspent related debt proceeds at year
are not included in the determination of amount invested in capital assets.

Restricted net assets are non-capital net assets that must be used for a particular purpose, as
specified by contributor external to the Corporation. Unrestricted net assets are the remaining net
assets components that do not meet the definition of invested in capital assets net of related debt
or restricted.

Deficiency is the portion of net assets that does not meet the definition of invested in capital assets
net of related debt or restricted.

-15-



Note 1 -

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements (Continued)

June 30, 2010 and 2009

Operating revenues and expenses

The Corporation statement of revenues, expenses and changes in net assets (deficiency)
distinguishes between operating and non-operating revenues and expenses. Operating revenues
result from exchange transactions associated with providing health care services, the
Corporation’s principal activity. Non-exchange revenues include contributions received from the
Commonwealth of Puerto Rico for purposes other than capital assets acquisition, are reported as
non-operating revenues. Operating expenses are all the expenses incurred to provide health care
services, other than financing costs.

Compensated absences

The Corporation’s employees are entitled to 2.5 days per month, up to a maximum of 60 days, for
vacations, and 1.5 days per month, up to a maximum of 90 days for sick leave. Earned vacations
and sick leave are recorded as benefits as earned.

Net patient service revenue

The Corporation has agreements with third-party payors that provide for payments to the
Corporation at amounts different from its established rates. Payment arrangements include
prospectively determined rates per discharge, reimbursement costs, discounted charges, and per
diem payments. Net patient service revenue is reported at the estimated net realizable amounts
from patients, third-party payors, and others for services rendered, including estimates retroactive
adjustments under reimbursement agreements with third-party payors. Retroactive adjustments
are accrued on an estimates basis in the period the related services are rendered and adjusted in
future periods as final settlements are determined.

Adoption of GASB Statement No. 45

During the year ended June 30, 2010, the Corporation adopted the provisions of GASB Statement
No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits Other
than Pensions. This Statement improves the relevance and usefulness of financial reporting by (a)
requiring systematic, accrual-basis measurement and recognition of OPEB cost (expense) over a
period that approximates employees’ years of service and (b) providing information about
actuarial accrued liabilities associated with OPEB and whether and to what extent progress is
being made in funding the plan.

] B



Note 1 -

Description of reporting entity and summary of significant accounting policies — (continued)

Adoption of GASB Statement No. 45 — (continued)

The Corporation provides post-retirement benefits to all employees who meet certain age and
years of services requirements. Such benefits consist of health care benefits which are provided for
a period of approximately six (6) months after retirement (see Note 10).

The adoption of the above accounting standard had the following effect in the accompanying
balance sheet and statement of revenues, expenses and changes in net assets (deficiency) as of and
for the year ended June 30, 2010:

Balance sheet

Accrued payroll and other expenses
Total current liabilities

Total liabilities

Total net assets (deficiency)

Statement of revenues, expenses and changes in net
assets (deficiency)

Operating expenses- Employee benefits

Total operating expenses

Operating (loss)

Excess (deficiency) of revenues over expenses
Increase (decrease) in net assets (deficiency)
Net assets (deficiency), at end of year

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements (Continued)

June 30, 2010 and 2009

Prior to the After the
adoption of adoption of
GASB GASB
Statement Statement
No. 45 No. 45
$ 5,213,792 $ 5,241,799
$ 81,103,517 $ 81,131,524
$ 83,070,411 $ 83,098,418
$(39,445,148) $(39,473,155)

514 $ 8,542,343
$ 96,953,257 96,981,264
$(12,131,326) $(12,159.333)
$ 692,528 $ 664521
$ 3,335,887 $ 3,307.880
$(39,445,148) $(39.473,155)



Note 1 -

Note 2 -

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements (Continued)

June 30, 2010 and 2009

Description of reporting entity and summary of significant accounting policies — (continued)

Risk management

The Corporation’s exposed to various risks of loss from torts; theft of, damage to, and destruction
of assets; business interruption, errors and omissions, natural disasters, among other. Commercial
insurance coverage is purchased for claims arising from such matters. Settled claims have not
exceeded this commercial insurance coverage in any of the three preceding years.

The provision for estimated medical malpractice claims includes estimates of the ultimate costs for
both reported claims and claims incurred but not reported. The Corporation is self-insured for
medical malpractice claims and judgments. Since August 23, 2005, the Corporation is insured by
the Commonwealth of Puerto Rico.

Net patient service revenue

The Corporation has agreements with medical insurance companies, governmental entities of the
Commonwealth of Puerto Rico and the Medicare program for payments to the Corporation, at
amounts different from its established rates. A summary of the most significant agreements, with
these entities is as follows:

Medicare - Impatient acute care services and outpatient services rendered to Medicare
program beneficiaries are paid at prospectively determined rates per discharge. These rates
vary according to a patient classification system that is based on clinical, diagnostic and other
factors. Inpatient capital costs are paid based on the fully prospective method. Medical
education costs related to Medicare beneficiaries are paid based on a cost reimbursement
methodology. The Corporation is reimbursed for cost reimbursable items at a tentative rate
with final settlement determined after submission of an annual cost report by the Corporation
and audits thereof by the Medicare fiscal intermediary. The Corporation’s Medicare cost
reports have been audited by the Medicare fiscal intermediary through 2007. The cost reports
for 2008, 2009 and 2010 are subject to the Medicare fiscal intermediary examination. Laws and
regulations governing the Medicare program are extremely complex and subject to
interpretation. As a result, there is at least a reasonable possibility that recorded estimates will
change by a material amount in the near term.

Others - The Corporation has entered into payment agreements with some commercial
insurance carriers and other healthcare organizations. The basis for payment to the
Corporation under these agreements includes prospectively determined rates per discharge,
discounts from established charges and prospectively determined daily rates.
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Note 2 -

Note 3 -

Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements (Continued)

June 30, 2010 and 2009

Net patient service revenue — (continued)

A summary of gross and net patient service revenue for the years ended June 30, 2010 and 2009,
follows:

2010 2009
Gross patient service revenue $135,418,217 $136,074,740
Less provisions for:
Contractual adjustments under third party
reimbursement programs, charity
allowance and policy discounts (54,070,919) (54,353,392)
Net patient service revenue $ 81,347,298 $ 81,721,348

Cash and cash equivalents — custodial credit risk deposits

The Corporation is authorized to deposit only in institutions approved by the Department of the
Treasury of the Commonwealth of Puerto Rico. Such deposits should be kept in separate accounts
in the name of the Corporation. Under Puerto Rico statutes, public funds deposited in commercial
banks must be fully collateralized for the amount deposited in excess of federal depository
insurance. The Corporation’s polices regarding deposits consist in opening all bank accounts
which are approved by its Board of Directors. During the years ended June 30, 2010 and 2009, the
Corporation invested its funds in bank accounts bearing interest.

Custodial credit risk is the risk that, in an event of a bank failure, the Corporation’s deposit might
not be recovered. The Commonwealth requires that public funds deposited in commercial banks
must be fully collateralized for the amount deposited in excess of federal depository insurance. All
securities pledged as collateral are held by the Secretary of the Treasury of the Commonwealth.

The Corporation had the following depository accounts in commercial banks. All deposits are
carried at cost plus accrued interest.

Bank Balance Bank Balance
Depository Accounts at June 30, 2010 at June 30, 2009
Insured $ 250,000 $ 250,000
Collateralized:
Collateral held in the Corporation’s name 9,705,942 8,764,876
Total deposits 55,942 $9.014.876
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Note 3 -

Note 4 -

Cardiovascular Center Corporation

Notes to Financial Statements (Continued)

of Puerto Rico and the Caribbean

June 30, 2010 and 2009

Cash and cash equivalents — custodial credit risk deposits — (continued)

The carrying amounts of deposits at June 30, 2010 and 2009, shown above are included in the

Corporation’s balance sheets an amounted to $7,592,160 and $8,379,781, respectively.

Capital assets

Capital assets, additions, retirements and balances for the years ended June 30, 2010 and 2009 were

as follows:

Land

Improvements to leased
property

Fixed equipment

Movable equipment

Movable equipment
under capital lease

Library

Vehicles

Works of art
Total cost

Less accumulated
depreciation and
amortization for:

Improvements to leased
property

Fixed equipment

Movable equipment

Library

Vehicles

Total accumulated
depreciation and
amortization

Construction in progress

Capital assets, net

Additions

2009 (Reclassifications)  Retirements 2010
$ 94,123 $ 5 $ = $ 94,123
6,974,247 1,769,034 - 8,743,281
775,981 - - 775,981
18,410,774 3,236,970 (296,499) 21,351,245
913,901 - - 913,901
14,736 - - 14,736
117,022 - (49,732) 67,290
8,849 - - 8,849
27,309,633 5,006,004 (346,231) 31,969,406
800,451 355,024 - 1,155,475
775,981 - - 775,981
9,793,811 1,880,389 (73,961) 11,600,239
6,509 - - 6,509
62,253 8,180 (44,758) 25,675
11,439,005 2,243,593 (118,719) 13,563,879
15,870,628 2,762,411 (227,512) 18,405,527
321,060 = (321,060) -
$16,191.688 2,762,411 ($548,572) $18.,405.527
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Cardiovascular Center Corporation
of Puerto Rico and the Caribbean

Notes to Financial Statements (Continued)

June 30, 2010 and 2009
Note 4 -  Capital assets — (continued)
Additions
2008 (Reclassifications) Retirements 2009

Land $ 94,123 $ - $ = $ 94,123
Improvements to leased

property 6,095,687 878,560 - 6,974,247
Fixed equipment 775,981 - - 775,981
Movable equipment 17,900,127 1,319,857 (809,210) 18,410,774
Movable equipment

under capital lease 913,901 - - 913,901
Library 14,736 - - 14,736
Vehicles 112,726 47,851 (43,555) 117,022
Works of art 8,849 - - 8,849
Total cost 25,916,130 2,246,268 (852,765) 27,309,633
Less accumulated

depreciation and

amortization for:
Improvements to leased

property 548,512 251,939 - 800,451
Fixed equipment 775,981 - - 775,981
Movable equ