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The University of Minnesota Hospital and Clinic
Board of Governors

October 22, 1986
1:30 P.M.

The Board Room, The University Hospital

AGENDA

Approval of September 24, 1986 Minutes

Chairman's Report
- Ms. Barbara O'Grady

Approval

Information

III. "Hospital Board Self-Evaluation: Commitment
to Excellence"

- Ms. Barbara O'Grady

Information

IV. Hospital Director's Report
- Mr. C. Edward Schwartz

Information

V. Committee Reports

A. Planning and Development Committee Report
- Mr. Robert Latz

1. Laboratory Computer Project

2. Policy on Gifts and Gratuities

B. Joint Conference Committee Report
- Mr. George Heenan

1. Credentials Committee/Medical Staff-Hospital
Council Report and Recommendations

C. Finance Committee Report
- Mr. Jerry Meilahn

1. August and September 1986 Financial Statements

Approval

Approval

Approval

Information
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2. Bad Debts

3. Merit Pay Plan

4. June 30, 1987 Financial Forecasts

VI. Other Business

VII. Adjournment

Approval

Approval

Information
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(, MINUTES

Board of Governors

The University of Minnesota Hospital and Clinic

September 24, 1986

CALL TO ORDER:

Chairman Barbara 0' Grady called the September 24, 1986 meeting of the Board
of Governors to order at 1:40 P.M. in the Board Room of the University
Hospital.

ATTERDANCE:

,
Present:

Absent:

APPROVAL OF THE MIRVTES:

Leonard Bienias
David Brown, M.D.
Phyllis Ellis
Al Hanser
George Heenan
Kris Johnson
Jerry Meilahn
James Moller, M.D.
Robert Nickoloff
Barbara O'Grady
Nancy Raymond
C. Edward Schwartz

Shelley Chou, M.D.
Robert Latz
David Lilly
Neal Vanselow, M.D.

The Board of Governors seconded and passed a motion to approve the minutes of
the July 23, 1986 meeting as written.

CBAIRIfAN'S BEPORT:

Chairman Barbara O'Grady introduced Ms. Dee Lutz from the Minnesota Daily and
Ms. Helen Pitt, Associate Director of Nursing Services.

Chairman O'Grady noted that the Board of Governors Executive Committee would
be meeting on October 9, 1986 to review the outcomes of the Board of Governors
Retreat and to discuss a work plan for the Board of Governors for the coming
year. A desire was expressed by several Board members to continue exploration
of the relationship between the medical staff and the Hospital.
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Chairman O'Grady reminded the members of the Board of the October 31~ 1986
Metro Hospital Trustee Council conference entitled "The Quest For Quality:
The Next Competitive Wave." Board members were encouraged to call the Board
Office for registration information.

Lastly, Chairman O'Grady invited the members of the Board of Governors to view
the 75th Anniversary slide show immediately following the business meeting and
distributed information on the lecture series being sponsored by the Center
for Biomedical Ethics and the Bakken Library.

HOSPITAL DIllEcroll'S IlEPOIlT:

Mr. C. Edward Schwartz outlined the details of the October 8, 1986 Minnesota
National Leadership Homecoming and the annual dinner of the President's Club.
The October 8, 1986 meeting of the Joint Conference Committee has been
postponed until October 15, 1986 in light of this event.

Secondly, Mr. Schwartz announced that Mr. Robert Baker, formerly of The
University of Minnesota Hospital and Clinic, and most recently the CEO of the
University of Nebraska Hospital had accepted the position of the CEO of the
University Hospital Consortium. The Consortium will be reformulating its
strategic plan and accelerating purchasing efforts in the coming months.

The University Hospital Executive Committee, a subset of the Council of
Teaching Hospitals, Mr. Schwartz reported, will be meeting at The University
of Minnesota Hospital and Clinic on September 25 and 26, 1986. Several issues
common to these teaching hospitals will be explored.

Mr. Schwartz also reported that the renovation options for the Jackson, Owre,
Millard, and Lyon bUildings, which house the basic sciences of the Medical
School, are being evaluated. Mr. Schwartz and Dean Brown agreed to keep Board
members up-to-date on the renovation plans. Both stressed the importance to
the Hospital of the improving these basic science buildings.

Construction of the parking ramp tunnel, Mr. Schwartz reported, is proceeding
just a few weeks behind schedule. Heavy rains caused some delay during the
months of August and September. The tunnel is now scheduled for completion in
late January, 1987.

Lastly, Mr. Schwartz reviewed the highlights of the September 17, 18, 19, 1986
Deans and Director's Retreat. The budget for the next biennium, the legal
aspects of current employment practices, and foundation development strategies
were discussed. The new Vice President for Academic Affairs, Dr. Roger
Benjamin, attended the retreat and shared his ideas and plans with the Deans
and Directors.

FINARCE COMMITTEE REPOIlT:

(;
Mr. Robert Nickoloff and Mr.
Operations for the period July 1,
was the third showing declines in
in census levels did, however,

Cliff Fearing highlighted the Report of
1986 through June 30, 1986. The fiscal year
admissions and length of stay. The declines
turn around wi th the opening of the new
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Hospital in April. In sum, at year end there were 17 ~694 admissions (1.3%
under budget), 145,697 patient days (.6% over budget), and an average length
of stay of 8.3 days (2.5% over budget). Outpatient clinic visits totalled
224,446 (6.4% over budget). Revenue over expense for the fiscal year after a
loss on refinancing the long-term debt was $6,660,531.

Mr. Fearing also reviewed the Report of Operations for the period of July 1,
1986 through July 31, 1986. In general, the activity levels remained over
budget at levels comparable to May and June. The Board of Governors did
discuss the recent rise in the number of days in the accounts receivable. The
number of days in accounts receivable has risen 8.4 days since June 30, 1985.

Mr. Greg Hart introduced three computer related projects that will be brought
to the Board of Governors for approval in the near future. Two of those
projects, the Laboratory computer replacement project, and a new computer for
the Finance system were discussed in detail for informational purposes. The
third project, an updgrade of the central mainframe hardware, will be
presented in two or three months. Each of the three projects was anticipated
in the Hospital's 1986-87 budget.

Mr. Al Dees traced the historical development of the labs data system, the
status of the current system, the cost of the proposed replacement, and
financing options for the acquisition. The total cost of replacing the lab
computer is $1,500,000.

Mr. Nels Larson reviewed the rationale for purchasing a new financial system,
a replacement which was recotmnended by Ernst and Whinney in 1984 and the
Hospital's auditors, Peat, Marwick and Mitchell and Company in 1985. In
evaluating the software packages that meet the identified requirements, it
appears that only IBM Systems would meet the stated needs.

The Labs and Finance computer upgrade requests will be brought back to the
Board for approval in October.

Mr. Greg Hart discussed the option of including a merit pay component in the
employee compensation plan for 1987-88. Following several months of
discussion, the management staff has concluded that this would be a positive
step for several reasons, which Mr. Hart detailed. Five hundred two employees
had been surveyed to solicit their impressions of this concept. Survey
results clearly indicated an employee and management preference that at least
part of the compensation system be merit based. Mr. Hart noted that it is not
anticipated that the merit system would be extended to our unionized employees
or to Nursing and Pharmacy staffs, who currently use seniority or step systems
in their compensation plans.

The Board of Governors agreed, in concept, that it is appropriate for the
Hospital to move toward a merit based compensation system. The importance of
having a strong and consistent performance appraisal system was noted. The
Board of Governors will be asked to take formal action on this issue at the
October Board of Governors meeting.
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c JOINT CONFERENCE COMHITTEE REPORT:

Committee Chair Phyllis Ellis and Dr. James Moller presented the August and
September reports of the Credentials Committee. The combined reports had been
endorsed by the Joint Conference Committee on September 10, 1986. The Board
of Governors seconded and passed a motion to approved the combined August and
September Credentials Committee reports as submitted.

Secondly, Ms. Phyllis Ellis and Ms. Nancy Raymond presented the results of a
questionnaire sent out to medical students to solicit their impressions of
rotations at The University of Minnesota Hospital and Clinic. The results
generally indicated that the rotations are of high quality. Some suggestions
were offered for improvement. Of special interest was the finding that the
decreased length of stay was not viewed by medical students as being an
impediment. It was agreed that this data gathering provided valuable
information and should be pursued further. It was also suggested that a
similar process be undertaken with residents.

PLAlOIIliG .AIID DEVELOPMENT COMMITTEE REPORT:

Mr. Mark Koenig presented the Quarterly Purchasing Report for the period of
May through July, 1986. 8,715 purchase orders had been processed. The dollar
value associated with these purchase orders was $11,401,274.17. Although the
number of Unit J purchase orders tapered off during this period, Mr. Koenig
noted, the increase in census levels kept the total purchasing volume at a
level higher than expected. Mr. Koenig also reviewed set aside awards, awards
to other than apparent low bidder, sole source awards, vendor appeals, and
University Hospital Consortium purchases for the period. The Board of
Governors seconded and passed a motion to accept the Purchasing Report as
submitted.

Secondly, Mr. Koenig overviewed a series of recommended changes to the
Purchasing Policies and Procedures. Following discussion on each of those
changes, the Board of Governors discussed the policy on Gifts and Gratuities
in detail. The Board questioned whether that policy should include a
statement indicating that gifts of nominal value may be appropriate.
Agreement was not reached on the appropriateness of this inclusion. The
Board agreed to defer this one policy pending further discussion. With that
one exclusion, the Board of Governors seconded and passed a motion to approve
the revisions to the Purchasing Policies as submitted.

ADJOURNMENT :

There being no further bUSiness, the meeting of the Board of Governors was
adjourned at 3:25 P.M.

Respectfully submitted,

Nbc
Assistant Director and
Secretary to the Board of Governors
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MINUTES
Planning and Development Committee

October 8, 1986

CALL TO ORDER
Committee Chairman, Mr. Robert Latz, called the October 8, 1986 meeting of the
Planning and Development Committee to order at 10:05 a.m. in Room 8-106 in the
University Hospital.

Attendance: Present

Absent

Staff

Guests

Robert Latz, Chair
Leonard Bienias
B. Kristine Johnson
Geoff Kaufmann
John LaBree, M.D.
C. Edward Schwartz
I. Dodd Wilson, M.D.

Frank. Cerra, M. D.
Clint Hewitt

Fred Bertschinger
Al Dees
Greg Hart
Nancy Janda
Mark Koenig
Nels Larson
Lisa McDonald

Mar jorie Carey
Ed Nelson

APPROVAL OF MINUTES
The minutes of the September 10, 1986 meeting were approved as distributed.

REVISED PURCHASING POLICY
Mr. Koenig reviewed purchasing's revised policy on gift and gratuities which
had been amended to allow for the acceptance of gifts with nominal value. It
was agreed that the policy should not be adopted until the medical staff has
reviewed it. Current wording was felt to be confusing as it related to gifts
vs. fees for services rendered.

COMPUTER SYSTEMS PROPOSALS
Mr. Hart gave an overview of the University of Minnesota Hospital and Clinic's
computer system and discussed two of the three computer-related projects which
were budgeted in 1986/87.

The Laboratory computer system replacement project is being undertaken per Mr.
Dees for the following reasons: the current system is at maximum capacity;
response times during critical periods have increased beyond the two to five
second acceptable level to 25-120 seconds; new labs cannot be added because of
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capacity limitations; the hardware vendor will be ending product support by
12/31/86; existing software is obsolete and the vendor will be phasing out
software support; increased downtimes due to software errors related to the
hardware's age which was purchased in the early 70s; and service cutbacks in
some laboratory areas in order to provide service for Unit J because of
capacity limitations. I. Dodd Wilson, M.D. moved and Leonard Bienias seconded
that $1,500,000 be approved for the Laboratory computer system replacement
project. The motion carried.

Mr. Larson discussed the financial information system replacement project
which would replace the general ledger system and other sub-systems. He
recommended the purchase of an IBM 4381-12 in order to use software that is
available which would provide finance the ability to make financial decisions
on a more timely basis. The estimated cost of the project for both hardware
and software is up to $1,125,000 depending on whether the equipment is leased
or purchased. Various committee rembers requested that Mr. Larson quantify
the benefits and see if there are any less costly hardware or software alter
natives that could satisfy the department's needs.

UKCA UPDATE
Dr. Wilson updated the committee on UMCA's retreat and discussed their priori
ties for the next year which are in rank order: 1) Development of an adequate
financial base for UMCA; 2) Act as an intermediary for outside provider
groups.; 3) Define UMCA goals and role in relation to mission of medical
school and hospital; 4) Proper role of UMCA in outpatient care; 5) (tie)
Define "institutional" business we are in; 5) (tie) Develop internal mecha
nisms for billing, tracking, etc.

Dr. Wilson highlighted UMCA's accomplishments and mentioned that they are also
looking at an Executive Health Program.

OUTREACH UPDATE
Dr. laBree discussed UMHC's efforts in Hibbing, Fargo, Marshfield, and Sioux
Falls. He also mentioned that several departments due to personnel shortages
have been unable to respond to staffing requests and that this could limit
outreach efforts in the near future. Dr. LaBree announced that the Physician
Advisory Board will be reeting this weekend.

DEVELOPMENT OFFICE REPORT
Mr. Bertschinger reported that the U. M. Foundation Office estimates that the
hospital exceeded its revenue goal of $1,000,000 by $18,000 in 1985/86 with
2,284 donors making 2,657 gifts. The goal for 1986/87 is $750,000 reflecting
a decrease because of the extended vacancy in his position. In the last month
the Development Office has concentrated their efforts on organizing the
recognition luncheon for the Minneapolis Commodores Chorus on October 2 and
the Minneapolis Campaign gala on October 8 which will recognize major donors.
Mr. Bertschinger's efforts will focus on expanding the annual solicitation for
the Patients Fund to all hospital employees from mid-November to mid-December.
Other goals for the year are the expansion of the donor base, identification
and cultivation of major gift prospects, improving working relationships, and
increasing the understanding and support for the Development Office by UMHC
employees.
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NELSON INTERNATIONAL
Mr. Kaufmann introduced Mr. Nelson of Nelson International Medical Services
Corporation who will assist UMHC in the next three years in expanding its
international market. Initial efforts will concentrate on identifying clini
cal services and prioritizing geographical areas.

UNIVERSITY HOSPITAL EXECUTIVE COUNCIL
Mr. Schwartz reported on the annual meeting of the University Hospital Execu
tive Council which he recently attended. The council is made up of represen
tatives from University Hospitals in Indiana, Iowa, Northwestern, Wisconsin,
Rochester, Chicago, Cleveland, and Michigan. Topics covered at the meeting
centered around graduate medical education funding, marketing, joint ventures,
brokers, referring physician programs and a status report of the participating
ins ti tutions.

OAK STREET PROPERTY
Mr. Kaufmann informed the committee that UMHC is investigating a four-lot
property that is for sale at Oak and Fulton for $700,000.

ADJOURNMENT
The Planning and Development Committee adjourned at 12:26 p.m.

Respectfully submitted,

~a !J /}(II [)f'naiJ.
Lisa G. McDonald
Assistant Director
Planning and Marketing
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l5i1 UNIVERSITYOF MINNESOTA
TWIN CITIES

The University of Minnesota Hospital and Clinic
Harvard Street at East River Road
Minneapolis, Minnesota 55455

October 16, 1986

TO: Members, Board of Governors

FROM: C. Edward Schwartz c:',£':c~6c~~~r
Hospital Director

SUBJECT: Computer Projects

Last month the Finance Committee and the Board of Governors heard
informational reports on two capital expenditure proposals, both computer
related. The first project includes a $1,500,000 replacement and upgrade of
our laboratory computer system. The second project is a $1,125,000
hardware/software proposal to support our financial systems.

Both of these projects were also reviewed by the Planning and Development
Committee at their October meeting, per Board policy. The Planning and
Development Committee endorsed the laboratory computer project. The Committee
asked that further information regarding the benefits of the financial systems
project be brought forward at the November meeting of the Committee, and thus
did not act on the financial systems proposal.

Given the Planning and Development Committee's action, we are now recommending
and requesting Finance Committee and Board of Governors approval of the
laboratory computer project. Specifically, we are requesting approval for
$1,500,000 expenditure authority for the project.

This project, as was noted last month, was included in this year's capital
bUdget. Supporting material for the project, also reviewed last month, is
attached. Mr. Hart and Mr. Dees from our staff will be available to respond
to any remaining questions which the Committee members or Board members may
have next week.

/kj

attachments

HEALTH SCIENCES 10-.
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LABORATORY COMPUTER SYSTEM REPLACEMENT PROJECT

I. Introduction and Historical Development

The current Laboratory computer system was originally installed in April
of 1975 to provide a more efficient and effective patient results
reporting system. Previous to this time, results reporting was done
manually. The Laboratory computer was then upgraded in June of 1981 to
accommodate expanding workload and the need to add other laboratories such
as Blood Bank, Microbiology and Immunology to the computer. The upgrade
included new software and an additional central processing unit (CPU).

The Laboratory computer now supports these patient related functions:

I Order entry, logging and billing.
I Specimen receiving, labeling and preparation.
I Specimen processing and distribution.
I Automated and manual results entry.
I Patient results reporting including immediate, ward/clinic,

and chart.
I Telephone inquiry reports.
I Quality Control.
I Laboratory t1anagement.
IOn-line communication of laboratory results to the Hospital IS main

computer system.

I I. Current System Status

The current Laboratory computer system, whose hardware and software were
developed in the early 1970s, is now exhibiting major deficiencies because
of its obsolescence and age. The major problems involve:

I Computer system utilization is at maximum capacity.
I Response times during critical periods have increased beyond

acceptable levels of two to five seconds. Response times that we are
now experiencing are in the unacce'ptable range of 25-120 seconds (see
Attachment A).

I Other Laboratories, such as Surgical Pathology, cannot be added to
the current computer system because of its capacity limitations.

I System hardware cannot be expanded to relieve the capacity problem
because of its age and obsolete technology.

I The hardware vendor has given formal notice that they will be ending
product support by September 30, 1987. Informally, we have been told
that this date may be advanced to December 31, 1986.

I The current software is obsolete and is no longer marketed by the
vendor.

12.



• The software vendor has announced that they will be phasing out
support of the software over the next few years.

• Downtimes have increased due to software errors related to its age,
and to hardware that is wearing out.

• Capacity limitations forced the cutback of service in some laboratory
areas in order to provide service for Unit J.

III. Recam.endation

After thorough evaluation of several alternatives, our recommendation is
replacement of the existing computer system with a new system that will
provide state of the art software and hardware.

The total cost of a new Laboratory computer system will be $1,500,000.
This cost includes:

Hardware 1,139,200

Software 360,800

Total $1,500,000

IV. Budget

When the analysis for this replacement project was begun during 1984-85,
the original cost estimate and amount budgeted was $800,000. After
formal proposals were received from vendors, however, it became clear
that the cost of a system large enough to handle the current and
foreseeable future load of UMHC's laboratories would be $1,500,000 or
higher. Therefore, the Laboratory administrative staff has withheld
purchase of $300,000 of computer related and other equipment during the
past year and has included an additional $400,000 in their 1986-87
budget.

V. Financing

The present plan is to finance this purchase through the University's
Equipment Loan Fund. The current interest rate is approximately 5%.

13.
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UNIVERSITY OF MINNESOTA
TWIN CITIES

University Hospital and Clinic
420 Delaware Street S.E.
Minneapolis, Minnesota 55455

October 8, 1986

TO: Members of the Board of Governors

FROM ~ ~ark Koenig
~ :ssistant Director

SUBJECT: Policy on Gifts and Gratuities

Attached is a revised policy on acceptance of gifts and gratuities for your
endorsement. The policy has been amended to allow for the acceptance of gifts
with nominal value. This change was made as a result of discussion at the
September Board meeting. The revision has been reviewed by Mr. Halverson and
Mr. Vietti and is consistent with State statutes.

Also attached for comparison is a copy of the original policy.

~ Thank you for your consideration of this policy change.

t1K/kj

attachments

,
HEALTH SCIENCES
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SOURCE

GIFTS AND GRATUITIES

MATERIALS SERVICES

.l5il

SUBJECT

UNIVIERSITY 0 .. MINNIE.OTA HO.PITAI.. AND CI.INIC.

POLICY AND PROCEDURES MANUAL

REVISION

SECTION

Page 1 of 1

VOL. POLICY NUMBER

EFFECTIVE

1/3/84

REVISION

10/7/86 .
REVIEWED

12/31/85

..

r
~

Pol icy

Acceptance by an employee or a person affiliated with the University
of Minnesota Hospital and Clinic of a rebate, gift, money, or anything
of value, other than items of nominal value, from an individual or
organization doing business with the University of Minnesota Hospital
and Clinic is unacceptable •..

Procedure

Any employee not complying with this policy is subjected to appropriate
discliplinaryaction •

APPROVED

TITLE

DATE

BOARD OF GOVERNORS

16.



i

Ulnv.ltltTY OP IIlIu••aOTA _aPITAU a •• cu.lea

POLICY AND PROCEDURES MANUAL

SECTION

Page 1 of 1

VOL. POLICY NUMBE R

.FFECTIVE

1/3/84

REVISION
~

1/2/86 -
REVIEWED

12/31/85
.J

SUBJECT

CIfTS AND GRATUITIES

SDURCE

MATERIALS SERVICES

~r=:=:':":::--------------------,

Policy

Acceptance of gifts, persQ.nal loans, entertainment, or other special con
siderations Iran·eepl~_!rom an individual or organization doing business

. with the University of MTMesota Hospital and Clinic is unacceptable.

"
Pt'Ocedure
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MINUTES
Joint Conference Committee

Board of Governors
October 15, 1986

ATTENDANCE: Present: Phyllis Ellis, Chair
George Heenan
Dr. James Moller
Dr. Michael Popkin
C. Edward Schwartz

Absent: Dr. Jack Duvall
Dr. Seymour Levitt
Nancy Raymond

Staff: Jan Halverson
Greg Hart
Nancy Janda

Guests: Dr. David Hurd
Ron Werft

APPROVAL OF MINUTES

The minutes of the September 10, 1986 meeting of the Joint
Conference Committee were approved as submitted.

AIDS TASK FORCE REPORT

Dr. David Hurd and Mr. Ronald Werft presented the report and
recommendations of the AIDS Task Force. Dr. Hurd indicated that
Dr. Moller and Mr. Schwartz had appointed this group several
months ago to develop recommendations regarding our management
of AIDS-related issues. Dr. Hurd then reviewed the Task Force
recommendations.

It was noted that the Medical Staff-Hospital Council has
received and approved the Task Force recommendations, and that
the Council of Clinical Chiefs will be discussing the
recommendations in several weeks. Dr. Moller will then report
back to the Joint Conference Committee on the status of
implementation of the report.

18.



MEDICAL STAFF-HOSPITAL COUNCIL REPORT

The Joint Conference Committee received and endorsed the
recommendations of the Credentials Committee.

Mr. Hart also reported that the Medical Staff-Hospital Council
heard a summary from Jan Brockway on the local PRO contract
recently awarded by the Federal Government to the Foundation for
Health Care Evaluation. Mr. Hart reviewed the five objectives
which the Foundation will be working on with the local hospitals
this year. Those objectives include efforts on generic quality
screens, adverse outcomes by certain physicians and hospitals,
adverse outcomes by certain diagnostic related groups,
unnecessary admissions or procedures by certain hospitals or
physicians, and unnecessary admissions or procedures by certain
diagnostic related groups. It was noted that for two of these
objectives the Foundation will be looking in particular at a
subset of the total State hospital population, and that it does
not appear that UMHC will be part of that subset.

Mr. Hart also indicated that the Semiannual Medical Staff
Meeting had been held on October 14, 1986, in conjunction with
the University of Minnesota Clinical Associates. Reaction to
the meeting content and format, which was primarily directed at
the joint efforts of the Hospital and UMCA relative to HMO
contracts, was received favorably.

CLINICAL CHIEFS REPORT

Mr. Hart indicated that the most recent Clinical Chiefs' meeting
had been devoted to a discussion of the Hospital's new activity
level and financial forecast, which will be shared with the
Board of Governors' Finance Committee and full Board at the
October meetings.

There being no further business, the meeting adjourned at approximately 6 p.m.

Greg Hart

GH/kjs

19.



l5TI UNIVERSITY OF MINNESOTA
TWIN CITIES

The University of Minnesota Hospital and Clinic
Harvard Street at East River Road
Minneapolis, Minnesota 55455

October 17, 1986

TO:

FROM:

SUBJECT:

Board of Governors

James H. Moller, M.D., Chief of Staff
Chairman, Medical Staff-Hospital Council

Credentials Comittee/Medical Staff-Hospital Council
Report and Recommendations

,

The Medical Staff-Hospital Council acted on the attached Credentials Committee
Report and Recommendations on October 14, 1986, and the Joint Conference
Comittee endorsed these recommendations on October 15, 1986.

I am forwarding these recommendations to you for your approval on October 22,
1986.

Thank you.

HEALTH SCIENCES
20.
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\;I I I TWIN CITIES
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OCtober 9, 1986

University Hospital and Clinic
420 Delaware Street S.E.
Minneapolis, Minnesota 55455

TO:

FROM:

SUBJECT:

Medical Staff-Hospital Council

Henry Buchwald, M.D.
Chairman, Credentials Committee

Credentials Committee Report and Recommendatiohs

The Credentials Committee after examining all pertinent information
provided to them concerning the professional competence and other
necessary qualifications, hereby recommend the approval of provisional
status and clinical privileges to the following applicants to the
medical staff of The University of Minnesota Hospital and Clinic.

HHB/cf

Obstetrics and ~necology

Linda F. Carson

Otolaryngology

Lawrence J. Marentette

Category

Attending

Attending
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MEMBERS
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MEMBERS
ABSENT:

STAFF:

~ CALL TO
ORDER:

MINUTES
APPROVED:

7/31/86 FINANCIAL
STATEMENTS
( INFORMATION) :

Minutes
Meeting of the

Board of Governors Finance Committee
University of ~nnesota Hospitals &Clinics

September 26, 1986

Robert Nickoloff
Carol Campbell
Edward Ciriacy, M.D.
Clifford Fearing
William Krivit, M.D., Ph.D.
Jerry Meil ahn
C. Edward Schwartz

Al Hanser
Vi c Vi kmani s

Al Dees
Greg Hart
Nancy Janda
tJeJ s Larson
Jane norris
Helen Pitt
Dan Rode

The meeting of the Finance Committee was chaired by
Mr. Robert Nickoloff and was called to order at 9:50 a.m.
in The Dale Shepherd Room of the Campus Club.

The minutes of the Finance Committee meeting held on 7/23/86
were approved.

Mr. Fearing reviewed the Report of Operations for the period
July 1, 1986 through July 31, 1986. He reported that inpatient
and outpatient census levels continue to run well ahead of budget.
Inpatient admissions for July of 1,611 were 3.0% above projections
and patient days for the period totaling 13,391 were 590 above
budget. Overall length of stay of 8.7 days was significantly
above the projected level of 8.2 days. Outpatient clinic visits
for the month of July totaled 21,141 or 12.3% above projected
visits of 2,310.

Total revenues over expense for the period are $618,145, a
favorable variance of $1,025,438. Patient care charges for the
period totaled $19,764,490 (9.0% above budget). Routine revenue
was 4.1% above budget, reflecting the favorable patient day
variance and ancillary revenue was approximately $1,400,000 above
budget. Operating expenditures for July were $18,576,222 or
approximately $394,000 above budgeted levels.

The balance in patient accounts receivable as of July 31, 1986
totaled $60,294,828 representing 93.3 days of revenue outstanding.
Mr. Fearing introduced Mr. Dan Rode who gave a detailed
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Meeting of the Finance Committee
~..\.. Mi nutes, September 24, 1986
., Page two

1985-86 YEAR-END
FINANCIAL
STATEMENTSC (INFORMATION):

explaination for the increase in accounts receivable days. Mr.
Rode noted that the biggest problem is in the area of Medical
Assistance and a meeting with Governor Perpich has been scheduled
to discuss this problem. Delays in payments have also occurred
with insurance companies, although the Hospital does offer
discounts for payments made within 10 days. Blue Cross Blue
Shield will soon be sending the Hospital an advance of $1.6
million to offset low periodic interim payments (PIP) made by
BCBSM. Mr. Rode expected accounts receivable days to continue to
rise until late in October when they would likely recede back to
the 92 day level. Mr. Fearing added that the increase in
receivables is also a direct result of the increase in volume and
that the Hospital continues to be in a very good position
fi nanci ally.

Mr. Fearing noted that financial statements for August have not
yet been completed, but will be presented at the October Finance
Committee meeting.

Mr. Fearing reviewed the Report of Operations for the fiscal year
1985-86. He stated that inpatient admissions for the year totaled
17,694, a decline of 355 (2.0%) from the previous year. Patient
days of 145,697 were down by 9,332, and the overall length of stay
declined from 8.6 days last year to 8.3 days in the current year.
Mr. Fearing noted that inpatient admissions dropped 4.6% during
the first ten months of this year compared to last year and then
increased 351 (12.3%) in the last two months of this year over
last year. The major increases occurred in Medicine, Pediatrics,
Surgery and Urology.

Outpatient clinic census showed a significant increase over the
1984-85 levels, going from 209,912 visits to 224,446 in the
current year and representing a 6.4% increase over the 1985-86
budget. The increase occurred in nearly all clinic areas with the
exception of Dentistry, Obstetrics/Gynecology and Otolaryngology.

Patient care revenue for 1985-86 totaled $198,970,537 and is an
increase of 7.0% over the 1984-85 fiscal year. The increase in
revenue of approximately $13,493,000 above budget is primarily due
to higher than anticipated ancillary utilization. Operating
expenses totaled $183,611,314 for the year, a variance over budget
of 6.8%. Much of this variance was associated with the opening of
the new hospital in April versus the original budget plan of July,
1986.

The expense associated with advanced refunding of the Series 1985A
Fixed Rate Bonds is reflected in the 1985-86 financial statements.
Mr. Ed Schwartz informed the Committee that a pay back schedule
for the $8.8 million in short term notes will be presented to the
Committee at the next meeting.
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Meeting of the Finance Committee
~ ~~~~t~~;e;ePtember 24. 1986

COMPUTER PROJECTS
(INFORMATION) :

MERIT PAY PLAN
(INFORMATION) :

The balance in patient accounts receivable as of .June 30. 1986
totaled $55.896.815 and represents 91.6 days of revenue
outstanding. which is an increase of $11.033.257 and 6.7 days from
June 30. 1985. Mr. Fearing stated major reasons for the increase
relates to changes in payment regulations and delays for third
party payors.

Mr. Hart informed the Committee that three computer related
projects are currently being considered. and two of these. a
laboratory computer replacement and new financial systems computer
hardware. are being brought to the Board of Governors for
information in September. He introduced Mr. A1 Dees to give
infornation on the laboratory computer replacement project.
Briefly. Mr. Dees noted that replacement of the 1abortory
computers has been under evaluation for two years. He explained
that capacity has been reached with the current system
significantly affecting response times and efficiency of the lab.
Also. Control Data has informed the Hospital that after 9/1/87.
they will no longer be providing service or parts for our current
laboratory computer system.

Mr. Hart next i ntroduced ~1r. Larson who summari zed the need for
additional financial systems computers. The system now in
Financial Accounting has only data entry capability. and no
abil ity for report wri ti ng. i nqui ry. etc. In the management
letter for the 1984-85 audit. Peat. Marwick &Mitchell recommended
an upgrade of the general ledger system. After thorough
evaluation of application software alternatives. Mr. Larson stated
that IB~1 based system is recommended.

Mr. Fearing added that when these projects are brought to the
Committee for approval next month. a recommendation will also be
made for their lease or purchase.

Mr. Hart outlined Hospital management's reasoning and position
on the issue of re-instituiting a pay for performance system
beginning in 1987-88. Employees and management staff have
expressed that the Hospita1's compensation system should be. at
least in part. based on performance. Mr. Hart brei fly went over a
survey distributed to employees whose results confirmed this
conclusion. He noted that unionized employees. and nursing and
pharmacy staffs. would be excluded at this time because their
compensation plans use seniority or "step" systems. To give
employees advance notice of the change. Mr. Hart stated that an
announcement would be made to the employees in November. pending
the Board of Governors approval of this measure in October. Dr.s
Ciriacy and Krivit both spoke in favor of initiating a merit pay
system and agreed that it was long overdue.

24.



Meeting of the Finance Committee
Minutes, September 24, 1986

~ Page four

ADJOURNMENT: There being no further business, the meeting of the Finance
Committee was adjourned at 12:30 pm.

Respectf~y s~.Qmi~d,
// C." ',2

','~/~~/-; .. ~' /'''-;/~A.,_.-
.. _/ ,~;/' V'~

Jane E. r~orr, s---
Recording Secretary
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UNIVERSITY OF MINNESOTA
TWIN CITIES

University Hospital and Clinic
420 Delaware Street S.E.
Minneapolis. Minnesota 55455

OCtober 22, 1986

'10:

~:

fD3JEC'l':

Board of Governors Finance Camnittee

Clifford P. Fearing
senior Associate Director

Report of Operations for the Period
July 1, 1986 through september 30, 1986.

The Hospital's operations through the month of september reflects both
inpatient admissions and outpatient visit activity that are above budgeted
levels. In addition, we continue to experience ancillary service utilization
that is higher than anticipated. To highlight our position:

Inpatient C8lsus: For the month of september, inpatient admissions totaled
1,591 or 228 above projected admissions of 1,363. Our overall average length
of stay for the month was 8.3 days. Patient days for september totaled 12,245
and were 660 days above projections. The increase in admission levels is
primarily in the areas of Medicine, Pediatrics, and Urology.

To recap our year-to-date inpatient census:

1985-86 1986-87 1986-87 %
Actual Budget Actual Variance Variance

Admissions
Avg. Lgth. of Stay
Patient Days
Percent OCcupancy
Avg. Daily Census

4,506
8.3

37,062
67.2

402.8

4,494
8.3

37,123
67.3

403.5

4,752
8.2

38,883
70.4

422.6

258
(0.1)
1,760

3.1
19.1

5.7
(1.2)

4.7
4.6
4.7

Outpatient C8lsus: Clinic visits for the month of september totaled 20,185 or
2,816 (16.2%) above projected visits of 17,369. The september year-to-date
clinic census totals 61,888 visits and is 10.1% (5,660 visits) above budget
and 10.6% (5,945 visits) above our september total of a year ago. The
increase in activity has been experienced in nearly all clinic areas with the
largest increases occurring in Dermatology, Medicine, psychiatry, and Urology.

HEALTH SCIENCES
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Financial Operations: The Hospital's statement of Operations shows total
revenues over expense of $1,883,298, a favorable variance of $3,094,036.

Patient care charges through september totaled $57,921,203 and is 10.2% above
bUdget. Routine revenue is 3. 7% above bUdget and reflects our favorable
patient day variance. Ancillary revenue is approximately $4,786,000 (13.1%)
above bUdget and reflects (1) the favorable variance in both admissions and
clinic visits, and (2) the utilization of ancillary services per patient being
higher than anticipated. Inpatient ancillary revenue has averaged $6,521 per
admission compared to the budgeted average of $6,199 per admission.
Outpatient revenue per clinic visit is averaging $166 compared to the budgeted
average of $153.

Operating expenditures through september totaled $54,459,762 and are
approximately $1,605,000 (3.0%) above bUdgeted levels. The overall unfavorable
variance continues to relate to the increased personnel costs (salaries and
fringe benefits) associated with the increased census levels.

Accounts Receivable: The balance in patients accounts receivable as of
september 30, 1986 totaled $63,036,030 and represents 95.9 Days of Revenue
outstanding. Our overall patient receivables declined by 1.4 days in
september due to improved payment levels from Blue Cross and Medicare. We
continue, however, to see the level of Medical Assistance receivables
increase.

Conclusion: The Hospital's overall operating position continues to be
positive and above budgeted levels. Both inpatient and outpatient census
levels remain above budget. While our inpatient census levels declined
slightly during the latter part of August and the first two weeks of
september, our census has since increased to levels experienced throughout the
months of May, June and July. We continue to monitor our demand for service
closely and make those operating changes that are necessary and appropriate.
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UNIVERSITY OF MINNESOTA HOSPITAL & CLINIC

STATEMENT OF OPERATIONS

FOR THE PERIOD JULY I, 1986 TO SEPTEMRER 30, 1986

Annual
Budget Budgeted

Patient Care Charges

Actual

Variance
Over/-Under Variance

Budget %

$60,169,700
139,094,000

$199,263,700

$16,821,600
8,124,800

420,000
3,026,700
2,644,100

$31,037,200

$1,165,100
452,400

99,900
1,023,100
1,486,100
1,119,800

o

$5,346,400

$173,572,900

$87 ,879,400
17,115,800
1,875,700
4,685,500
2,208,200

$113,764,600

2,079,600
1,392,200

13,975,900
4,880,400

11,136,100
3,055,900
2,832,400
2,335,200
3,349,300
1,312,800
6,222,500

14,103,400
14,001,200
14,177 ,500

$208,619,000

$ -35,046,100

$13,638,900
511,500

7,187 ,600
364,300

2,074,300

$23,776,600

$ -11,269,500

Routine
Ancillary

Gross Charges

Deductions from Charges
Third Party Contractual Adjustments
Billing Adjustments &Employee Benefits
Charitable Care
Other Contractual Adjustments
Provisions for Unco11ectab1es

Total Deductions

Other Operating Revenue
Food Services
Parking Services
Department Non-Patient
CUIEC Grants
Reference Lab Income
Pro Fees - Net Revenue
Donations to Operations

from Restricted Funds

Total Other Revenue

Total Revenue from Operations

Expenditures
Salaries
Fringe Benefits
Academic Contracts
Resident Contracts
Physician Co~ensation

Total Salary, F.B. & Fees

Laund ry & Linen
Rav Food
Druga
Blood & Blood Derivatives
Medical Supplies
Utilities
Insurance
Rental
Maintenance & Repair
COmDlnications
Campus Administration Expense
Depreciation and Amortization
mtft'est
General Supplies & Expense

Total Expenditures

Net Revenue from Operations

Non-Operating Revenue and Expenses
Appropriations & Support
Accrued Interest on Appropriation
Interest Inco.e on Reserves
Shared Services
Investment Income Held by Trustee

Total Non-operating Revenue and Expenses

Revenue Over/-Under Expense

$16,061,438
36,482,845

$52,544,283

$4,435,725
2,142,446

110,750
798,118
697,228

$8,184,267

$293,670
44,792
25,181

257 ,876
374,579
295,282

o

$1,291,380

$45,651,396

$22,311,313
4,306,243

467,041
1,171,374

552,051

$28,808,022

547,242
350,911

3,677 ,725
1,284,266
2,930,438

815,366
456,447
583 ,800
844,207
330,897

1,568,411
3,554,830
3,529,070
3,573,506

$52,855,138

$ -7,203,742

$3,437,749
128,925

1,811,670
91,824

522,836

$5,993,004

$ -1,210,738

$16,652,427
41,268,776

$57 ,921,203

$5,166,668
1,968,258

161,545
878,402
768,345

$8,943,218

$334,352
o

68,001
264,454
414,372
330,078

3,886

$1,415,143

$50,393,128

$23,758,647
4,609,408

467,041
1,171,374

567,501

$30,573,971

510,632
385,610

3,705,904
1,261,340
2,911,609
1,126,715

434,514
450,031
736,251
329,229

1,568,411
3,942,426
3,305,607
3,217 ,512

$54,459,762

$ -4,066,634

$3,493,480
131,068

1,787 ,068
80,826

457 ,490

$5,949,932

$1,883,298

$590,989
4,785,931

$5,376,920

$730,943
-174,188

50,795
80,284
71,117

$758,951

$40,682
-44,792

42,820
6,578

39,793
34,796

3,886

$123,763

$4,741,732

$1,447,334
303,165

o
o

15,450

$1,765,949

-36,610
34,699
28,179

-22,926
-18,829
311,349
-21,933

-133,769
-107,956

-1,668
o

387 ,596
-223,463
-355,994

$1,604,624

$3,137,108

$ 55,731
2,143

-24,602
-10,998
-65,346

$ -43,072

$3,094,036............

3.7%
13 .1

10.2%

16.5%
-8.1
45.9
10.1
10.2

9.3%

13.9%
-100.0

170.0
2.6

10.6
11.8

9.6%

10.4%

6.5%
7.0
0.0
0.0
2.8

6.1%

-6.7%
9.9
0.8

-1.8
-0.6
38.2
-4.8

-22.9
-12.8
-0.5

10.9
-6.3

-10.0

3.0%

1.6%
1.7

-1.4
-12.0
-12.5

-0.7%

(1)

(1) Variance equals 6.0% of total budgeted revenue.
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UNIVERSITY OF MINNESOTA HOSPITAL & CLINIC

STATEMENT OF OPERATIONS

FOR THE PERIOD JULY I, 1986 TO SEPTEMBER 30, 1986

Gross Patient Charges

Deductions from Charges

Other Operating Revenue

Total Revenue from Operations

Vsriance
Over/-Under -

Budgeted Actual Budget Variance %
---------- ----------- ----------
$52,544,283 $57,921,203 $5, 376,920 10.2%

8,184,267 8,943,218 758,951 9.3%

1,291,380 1,415,143 123,763 9.6%
----------- ----------- ----------
$45,651,396 $50,393,128 $4,741,732 10.4%

Expenditures
Salaries $22,311,313 $23,758,647 $1,447,334 6.~

Fringe Benefits 4,306,243 4,609,408 303,165 7.0
Contract Compensation 2,190,466 2,205,916 15,450 0.7
Medical Supplies, Drugs, Blood 7,892,429 7,878,853 -13,576 -0.2
Campus Administration Expense 1,568,411 1,568,411 0
Depreciation and Amortization 3,554,830 3,942,426 387.596 10.9
General Supplies & Expense 11,031,446 10,496 ,101 -535,345 -4.9

--------- ---------- ----------
Total Expenditures $52,855,138 $54,459,762 $1,604,624 3.0%

---------- --------- ---------
Net Revenue from Operations $-7,203,742 $-4,066,634 $3,137,108

Non-Operating Revenues and Expenses
Appropr ia t ions $3,566,674 $3,624,548 $ 57 ,874 1.6%
Interest Inco.e on Reserves 1,811,670 1,787 ,068 -24,602 -1.4%
Shared Services 91,824 SO,826 -10,998 -12.0%
Investment Inco.e on Trustee

Held Aaaeta 522,836 457 ,490 -65,346 -12.5----- -------- -------
Total Ron-operating Revenues

and bpenses $5,993,004 $5,949,932 $ -43 ,072 -0.7%------ ------- -------

Revenue Over / -Under Expenses ~ -1,210,738 $1,883,298 $ 3,094,036 (I)....••...• .•......... ..-......

(I) Variance equals 6.0% of total budgeted revenue.
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UNIVERSITY OF MINNESOTA HOSPITAL & CLINIC

EXECUTIVE SUKHARY OF FINANCIAL ACTIVITY

FOR THE PERIOD JULY I, 1986 TO SEPTEMBER 30, 1986

Budgeted Actual

Variance
Over/-Under Variance

Budget %

Total Operatiua Revenue 45,651,396

Patient Care Charges

Deductions from Charges

Other Operating Revenue

$52,544,283

-8,184,267

1,291,380

$57 ,921,203 $5,376,920

-8,943,218 -758,951

1,415,143 123,763

50,393,128 4,741,732

10.2%

-9.3%

9.6%

10.4%

Total Expenditures -52,855,138 -54,459,762 -1,604,624 -3.0%

Net Operating Revenue

Non-Operating Revenue
and Expens...

-7,203,742

5,993,004

-4,066,634

5,949,932

3,137,108

-43,072

0.0%

-0.7%

Revenue Over Expenle $ -1,210,738 $1,883,298 $3,094,036 (1)

(1) Variance equall 6,0 % of total budgeted revenue.

Budgeted Actual

Variance
Over/-Under Variance

Budget %

Adaiuionl

Patient DlYI

Average Daily Cenlul

Average Length of Stay

Percentage Occupancy

Outpatient Clinic Vilitl

4,494

37,123

403.5

8.3

67.3%

56 ,228

4,752

38,883

422.6

8.1

70.4%

61,888

258

1,760

19.1

-0.2

3.1%

5,660

5.7%

4.7%

4.7%

-2.4%

4.6%

10.1%
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UNIVERSITY OF MINNESOTA
TWIN CITIES

University Hospital and Clinic
420 Delaware Street S.E.
Minneapolis, Minnesota 55455

October 15, 1986

TO: Board of Governors

FROM: Clifford P. Fearing
Senior Associate Director

SUBJECT: Bad Debts -- July 1, 1986 through September 31, 1986

The total amount recommended for bad debt of Hospital and Clinic accounts
receivable during the first quarter of 1986-86 is $378,933.69, represented
by i451 accounts. Bad debt recoveries during the period amounted to
$19,801.07, leaving a net charge off of $359,132.62.

A statistical summary follows on this report with detailed description
of losses over $2000 and recoveries over $200 for each of the months
in the first quarter. We have also included two additional reports
with a break down of bad depts by residence and by admitting clinical
service.

CPF/dfr
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tJNIVBRSl'ft CI"~ JQ;PlTAL All> a.nnc
BAD IBJr SJ.WrISTIQ;

~ 1986 11IlODI SEPJEIIBBR 1986

".lurAL
less ".l'ban lof More ".l'ban lof mTAL lof

IHPATIERl' $2000 Accom1ts $2000 Accom1ts NDJNT A<XlDll'S
Medicare (610) Non-Recoverable $ -- - $ - -- $
Bad Debt (701) Write-Offs 48,549.33 126 92,684,38 12 141,233.71 138
Total 48,549.33 126 92,684.38 12 141,233.71 138
Recoveries (3,135.95) 16 (6,765.64) 2 (9,901.59) 18
Net Total $ 45,413.38 126* $ 85,918.74 12* $ 131,332.12 138*

00'.l'PATIBRr
Medicare (610) Non-Recoverable $ 5,189.04 13 $ 93,074.39 4 $ 98,263.43 17
Bad Debt (701) Write-Offs 106,073.70 1282 30,547.48 5 136,621.18 1287
Total 111,262.74 1295 123,621.87 9 234,884.61 1304
Recoveries (6,028.18) 85 (3,871.30) 1 (9,899.48) 86
Net Total $ 105,234.56 1295* $ 119,750.57 9* $ 224,985.13 1304*

IHPATIERl' All> ()(J'B)AT!ENT
iU.rAL $ 150,647.94 1421* $ 205,669,31 21* $ 356,317.25 1442*

MEDICARE BAD JEBrS
Inpatient (710) $ 2,492.00 6 $ -- -- $ 2,492.00 6
Outpatient (710) 323.37 3 -- -- 323.37 3
Total 2,815.37 9 - -- 2,815.37 9
Recoveries (000.00) 0 -- -- (000.00) 0
Net Total $ 2~815.37 9* $ -- - L-b815.37 9*

~ l£r BAD JBJl' $ 153,463.31 1430* $ 205,669.31 21* $ 359,132.62 1451*

NOTE: More than $2,000 amount includes legal settlements totaling $11,013.54

OOLLARS IIIXZl'BD $ 697,228.00
w
N. *Net total of accounts do not include recoveries •



TOTII. lET IIAO lOT

IIllARS 1U&Tm

UI,I52.99 1141 • $91,995.19 J7I • $12.115.23 19. *57,.'.lL I. 1•• $1.e, 179.11 7. $359, 132. 6Z

*697,228••

H51.

w
w
•

• lift tot.1 of IIXOUnts do no include l'ICOYWil5.

IIIlEI Ilore th~ t2IM _nt includ15 llpl Nttl_ts tohli.. $11,'13.54



FIRST QUARTER FISCAL YEAR 1987
BAD DEBTS BY STATE, STATE NUMBER AMOUNT1

Alabama 7 $ 399.92
Alaska 1 29.08
Arizona 3 488.52
Arkansas 1 193.45
California 10 669.46
Colorado 2 60.82
Florida 7 11,514.84
Georgia 3 476.43
Illinois 13 851.94
Indiana 4 192.86
Iowa 8 1,022.84
Kansas 3 739.00
Massachusetts 4 189.97
Michigan 2 218.80
Minnesota 1,2132 246,9323.962

Missouri 1 294.58

~
Montana 1 384.10
Nebraska 1 12.96
Nevada 1 22.22
New Mexico 1 123.20
New York 15 1,436.69
North Carolina 1 98.00
North Dakota 31 23,876.20
Ohio 1 169.72
South Carolina 1 282.46
South Dakota 21 39,678.64
Tennessee 3 95.50
Texas 5 10,610.62
Utah 1 120.38
Washington 1 27.38
Wisconsin 57 17,504.93
Uni dent ified 28 20,215.22

TOTALS 1.451 $378,933.69

~ 1These figures do not include recoveries to bad debt.
2The Minnesota figures include not only Minnesota Bad, but also includes some group

bad debts including Medicare and Legal categories.
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FIRST QUARTER FISCAL YEAR 1987

, BAD DEBTS BY ADMITTING SERVICE

~
ADMITTING SERVICE NUMBER AMOUNT

I Dent i stry 1 $ 9.93
I GYN 4 2,292.71I

GYN - Onco logy 13 8,013.22
Medicine - Blue 1 3,480.22
Medicine - Green 4 2,504.22
Medicine - Masonic (Oncology) 5 2,377.00
Medicine - Purple 1 2,213.99
Medicine - Red A 2 534.30
Medicine - Rose A 2 105.25
Medicine - White A 4 2,809.68
Medicine - White B 2 955.31
Neurology 4 568.02
Neurosurgery 7 2,484.90
Newborn General 2 736.92
OB General 3 358.15
Ophthalmology 4 909.24
Orthopedics 14 8,902.94

~ Otolaryngology 6 3,337.28
Pediatrics General 9 19,794.84
Pediatrics Neurology 2 265.66
Pediatrics Orthopedics 1 1,091. 68
Pediatrics Surgery - Green 1 20.00
Pediatrics Surgery - Orange 1 773.45
Physicial Medicine and Rehabilitation 1 23.12
Psychiatry - Child 1 1,734.05

Psychiatry - Adult 6 4,912.18

Surgery - Bl ue 4 8,018.48

Surgery - Orange 2 675.20

Surgery - Purple 2 1,077.17
Surgery - Red 2 2,736.62

Surgery - White 2 2,464.26
Urology 4 706.93

Unknown 26 56,838.75
Subtotal 144 $143,725.71

C Outpatient 1,307 235,207.98

TOTAL 1.451 $378,933.69
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UNIVERSITYOF MINNESOTA
TWIN CITIES

The University of Minnesota Hospital and Clinic
Harvard Street at East River Road
Minneapolis. Minnesota 55455

(,

October 16, 1986

TO: Members, Board of Governors

FROM: C. Edward SChwartzL":~~
Hospital Director

SUBJECT: Merit Pay

The Finance Committee and Board of Governors discussed the subject of merit
pay last month. At that time we indicated that we wish to incorporate merit
pay as a component in our 1987-88 pay plans, and, if we are to do so, would
like to indicate that intent to our employees in November. Before
communicating that intent with our employees, we would request Board
endorsement of those actions at a conceptual level. The precise structure and
dollar amounts related to a merit pay plan would then be presented next spring
as part of our budget and annual compensation plan.

As was noted last month, we believe merit pay will be an important management
tool in helping to accomplish hospital objectives, through the availability of
a system to reward superior performance. This is particularly true in the
context of our "Patients First" program, as was expressed frequently in our
employee survey for "Patients First." There is also a high level of employee
support for at least a partial merit pay plan, as is indicated by the results
of the attached employee survey on merit pay.

We do not anticipate extending the merit pay plan to our unionized employees
or our nursing and pharmacy staffs, all of whom currently use seniority or
"step" systems in their compensation plans.

At last month's meeting there appeared to be a general expression of support
for the concept of merit pay. Employee communication and supervisory training
were items noted as being particularly important to successful implementation.
Both of these topics have been or will shortly be addressed by hospital
management.

We would ask, at this month's meeting of the Finance Committee and Board of
Governors, for approval to (a) proceed with design of a merit pay plan for
1987-88, and (b) announce to our employees that merit will become a
consideration in next year's pay plans. We would plan on a follow-up report
with the Board as part of next year's specific compensation plan
recommendations.

We will be happy to answer any questions which you may have next week.

~ attachments
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The attached questionnaire was sent to 502 employees as follows:

346 randomly selected non-supervisory employees
108 randomly selected supervisors
all 48 department heads and administrators

Total population consisted of 1,616 employees who are not students, not in
an organized bargaining unit, and not in a group that is covered by a step
increase compensation plan. The population included all supervisors, depart
ment heads and administrators, and employees in data processing, clerical,
finance, personnel, medical technology, social work, respiratory therapy,
dietetics, radiology, and related occupations in both Hospital- and University
dominated classes.

247 questionnaires (49%) were returned. Of these, 148 were from non
supervisory employees, 65 fran supervisors, and 34 fran department heads
and administrators. The selected group consisted of 69% employees, 21% super
visors, and 10% department heads and administrators. The group of respondents
matched the selected group fairly well with 60% employees, 26% supervisors,
and 14% department heads and administrators.

Choices were ranked nuni>er one (m::>st preferred) in the following order:

NtJomER OF TIMES
SELECTED AS NO. 1

1. B - Partial merit

2. 0 - 100% merit

3. A - Across-the-board

4. C - Lunp sum

96

90

39

20

Supervisors and non-supervisory employees followed this same pattern. The
group of department heads and administrators deviated from this ranking in
that IIDre (20) chose 0 as nuni>er ooe than B (6).

Choices were ranked nuni>er four (leaSt preferred) in the following order:

NUMBER OF TIMES
SELECTED AS 00. 4

1. B - Partial merit

2. 0 - 100% merit

3. C - Lump sum

4. A - Across-the-board

The groups were alllDst canpletely in agreement 00 this.

""7

33

41

109
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Supervisors and managers were also asked if they would like the ~loyees

they supervise to be paid in the same way as themselves. 87 out of 99 said
yes. Six did not answer the question. Six chose a different option for
their employees. Three of these chose one of the merit pay choices for them
selves (B, C, or D) and an across-the-board increase for their enployees.
Two chose a partial merit (B) for themselves and 100% merit (D) for their
employees. One wanted an across-the-board increase (A) for himself and a 100%
merit for his employees. This is interesting, but hardly significant because
of the small nunt>ers. It is irrportant that 88% of the supervisors and managers
said they would choose the same options for their employees as for themselves.

Corrments were not solicited but were volunteered by 19 individuals. These
are attached. They represent 8% of the respondents, and generally expand
on why these employees did or did not choose certain options. Most of them
express concerns about a merit-based pay system. These also should not be
considered as representative of the group as a whole because of the relatively
small nunt>ers and because most of this group chose Option A in contrast to
the larger group.

CONCLUSION: A partial merit increase as described in the questionnaire is
most often the first choice of the group of 247 resPondents taken as a whole
and also of the non-supervisors as a separate group and supervisors as a
separate group. DePartment Heads and Administrators prefer a full merit
plan. A Partial merit increase was their second choice.

A 100% merit plan is the second most frequent No. 1 choice of the group as
a whole, and of the non-supervisory and supervisory groups individually.
Department Heads and Administrators, as noted above, ranked this option as
nunt>er one most frequently.

The across-the-board increase, Option A, received the third highest nunt>er
of nl..lrDer one rankings by the group as a whole. It also had the largest
nunt>er of nunt>er four rankings.

comparative rankings:

Frequency of No. 1 Rank Frequency of No. 4 Rank

E S D&A TOTAL E S D&A TOTAL
1 B62 B-29 D 20 96 - 4 0 01 7B B B B

2 D50 D 21 B 6 D 90 D 24 D 8 B 3 D 33

3 A 27 C 8 A 5 A 39 C 29 C 9 C 3 C 41

4 C 9 A 7 C 3 C 20 ASS A 35 A 16'" • A 109

Option C, an across-the-board increase with a lunp sum for outstanding per
formers, is the fourth choice of the group as a whole, of the non-supervisory
enployees as a group and of the dePartment heads and administrators. However,
supervisors ranked it as third choice.

The clearest conclus_ion to be drawn from this survey is that these enployees
prefer the cont>ination of a small across-the-board increase with a larger
pay for performance increase or a total merit plan to the other two options.
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The difference between the preference for the D or B option and the preference
for A or C is quite noticeable. 39% of the respondents chose Option B as
nUl'ltler one and 36% chose Option D as nUl'ltler one, as contrasted to 16% for
A and 8% for C. On the other end of the scale, of those responding, only
4% ranked Option B as number four and 18% ranked Option D as mmt>er four,
as contrasted to 22% for Option C and a surprising 58% for Option A.

To combine, 75% of the employees listed the two merit pay options as their
first or only choice, and 80% of those responding listed the two across-the
board options as last choices. A weighted ranking of all the responses repeots
the conclusions:

Option B - Partial Merit 1.9

Option D - Full Merit 2.2

Option C - ATB plus Lump Sum 2.8

Option A - Across-the-board 3.2
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l5i1 UNIVERSITY OF MINNESOTA
TWIN CITIES

The University of Minnesota Hospital and Clinic
Harvard Street at East River Road
Minneapolis, Minnesota 55455

October 16, 1986

TO:

FROM:

Board of Governors

Clifford P. Fearing
Senior Associate Director and Director of Finance

SUBJECT: October 1986 Year End Financial Projections

The attached materials are a summary of our forecasts for our financial
position as of June 30, 1987. These forecasts have been based on
September year to date data and have been adjusted for seasonal
variations and other changes in our financial operations since you
approved the budget in May 1986.

In addition to the projected financial statement we have provided graphs
depicting our forecasts of admissions, average daily census, Clinic
visits, FTE's and we have provided certain selective measurement
comparisons on activity for your review.

We will be prepared to address your concerns on October 22, 1986.

Enclosure

HEALTH SCIENCES
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UNIVERSITY OF MINNESOTA HOSPITAL AND CLINIC

AVERAGE DAILY CENSUS
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CLINIC VISITS
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ADJUSTED ADMISSIONS/FTE
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(;
Medicare Case Mix Index

1983-84 1.28

1984-85 1. 35 5.5%

1985-86 1.45 7.4%

1986-87 1. 51 (YTD) 4.1 %

NUMIS
Nursing Hours Required Per Patient Day

1983-84

1984-85

1985-86

1986-87

10.73

11 .46

12.61

13.57 (estimated)

52.
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ANCILLARY INTENSITY

RESPIRATORY CARE

Year Uni ts Units/Adjusted Admission %Cha nge

1983-84 416,894 18.24

1986-87 742,368 32.98 81 %

PATIENT MONITORING

Year Uni ts Units/Adjusted Admission %Change

1983-84 178,034 7.79

1986-87 225,304 10.01 28%

LABS

Year Uni ts Units/Adjusted Admission %Change

1983-84 1,493,403 65.4,
1986-87 1,625,142 72.2 10%

RADIOLOGY

Year Units Units/Adjusted Admission % Change

1983-84 113,321 4.96

1986-87 119,069 5.29 7%

,
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University of Minnesota Hospital & Clinic
Summary Statement of Operations and Operating Cash Flow
For Fiscal Year 1986-87

1985-86
Actual

Original 1986-87
Board of Gov.

Budget

October 1986-87
Fiscal Year End

Projection

Gross Patient Charges

Deductions from Charges

Other Operating Revenue

Total Revenue from Operations

Expenditures
Salaries
Fringe Benefits
Contract Compensation
Medical Supplies, Drugs, Blood
Campus Administration Expense
Depreciation
Interest
General Supplies & Expense

Total Expenditures

Net Revenue from Operations

Total Non-Operating Revenue

$ 198,970,537

26,617 ,386

4,785,454

$ 177,138,605

$ 83,621,300
15,386,480

8,494,711
28,940,160

5,926,200
9,966,366
2,798,996

28,477,101

$ 183,611 ,314

$ -6,472,709

$ 23,060,131

$ 199,263,700

31,037,200

5,346,400

$ 173,572,900

$ 87,879,400
17,115,800

8,769,400
29,992,400
6,222,500

14,103,400
14,001,200
30,534,900

$ 208,619,000

$ -35,046,100

$ 23,776,600

$ 223,694,000

33,628,900

5,464,000

$ 195,529,100

$ 92,626,900
17,999,200

8,826,800
35,073,700

6,222,500
14,147,300
12,520,000
33,588,400

$ 221,004,800

$ -25,475,700

$ 22,629,200

Revenue Over Expenses

Loss on Refinancing of Long Term Debt

Revenue Over/(Under) Expenses

$

$

16,587,422

-9,926,891

6,660, 531

$ -11,269,500

-11,269,500

$ -2,846,500

-2,846,500

Add Non-Cash Outlays:
Depreciation
Campus Administration Expense
K.E. Utilities
Increase in Accrued Interest
Increase in Accrued Expense
Incr,ase in 3rd Party Payable
Miscellaneous Sources
Loss on Refinancing of Long Term Debt
Decrease in Accrued Revenue

Total Funds Provided

Funds Applied:
Increase in Accounts Receivable
Increase in Prepaid Expense
Increase in Inventories
Increase in Deferred 3rd Party
Transfer to Reserves - 3rd Party
Investment Income Held by Trustees
Capital Obligations:

Principal Payment on Fixed-Rate Bonds
Direct Purchased Capital Equipment

and Remodeling
Parking Ramp Sinking Fund
Debt Service Reserve

Reserve for Accrued Interest

Total Funds Applied

Total Cash Available from Operations

Census:
Admissions
Average Length of Stay
Patient Days
Average Daily Census
Clinic Visits
Full-time Equivalents (FTE)

$

$

$

$

$

9,966,366
5,926,200

135,299
1,947,943
1,522,646

o
794,690

9,926,891
-823,554

36,057,012

8,662,940
-135,336

957,199
63,119

126,787
1,829,961

1,315,000
7,865,643

o
7,000,000
2,932,262

30,617,575

5,439,437

17,694
8.3

145,697
399.2

224,446
3,437

$

$

$

$

$

14,103,400
6,122,500

136,300
2,039,200
1,196,000

227,700

142,600

12,698,200

435,900
285,500
308,500

227,700

2,550,000
4,108,500

60,300

4,721,800

12,698,200

o

16,950
8.2

138,790
380.2

222,600
3,458

$

$

$

$

$

14,147,300
6,122,500

136,300
2,656,200
1,032,800

249,400

378,500

21,876,500

5,738,000
475,900
608,900

249,400

2,550,000
5,108,500

76,200

4,263,100

19,070,000

2,806,500

18,600
8.4

156,200
427.9

227,000
3,696
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U patient
tests new
drug pump
at home
By Delores Lutz
StaH Writer

Patrid O'Bnen is receivm!, hi"
chemotherapy from a ne" machint
at his Ano"a home this weel...
instead of coming to University
Hospital like other cancer patients.

Un:ve~si" 10mf' oeJlth serVICe;
nurses hooked him up to a compu·
terized pump Tuesday morning.
The deVICe will release four potent
drugs into his body, following a
precise schedule that takes into
account his body rhythms.

The arrangement suits O'Brien just
fine. 0' don't like hospitals: he
5aid

The 41-year-old former railroad
switchman is the first patient to tesl
the pump at home. The device will
help revolutionize cancer treat
ment, according to Dr. William
Hrushesky, a University medical
oncologist who is studying the
pump's effectiveness.

"This is going to be a very impor
tant step in administering future
generations of cancer therapy:iHrushesky said,

1The drugs used to kill cancer cells
are very toxic, and it is possible for

<the drugs to harm the patient's
healthy cells. It is important to
administer the drugs at the times of
the day' when they will be most

Pump to 12

Pump from 5
('ftt'ctIVI' ann dll ttw 1('01,,1 damage,'
''ll' l'xplainl'd

fhe mil" rtll'( 11\ f' rhl'nlOtoPial"
Kht'duk tal.t''' allounl of thl
pallpnl"s rinaolan rhvthm" - thl
normal fluctuation' In slpeprrlPs"
hun!'p!. wal.('julnp", ano so on
Tot' rhythm" mllul'n( I' hI'''' the
boo, absorb" rhl'nmab. metabo·
hzes fooo. activates drugs and
excretes wastes

Hrushesky' has been researching
chronobiology, or the body's
rhy1hms, for l(l vears

The pump can bp programmE'd to
perform 1,440 steps per day for
each of its four channels, and .t can
deliver the drugs for up to 31 days,
he said

Besides making chemotherapy safer
and more effective, the $5,000
pump also will lower health care
costs, according to Hrushesky.

Instead of staying in the hospital.
where expenses may reach $300 a
day patients could receive their
tre~tment at home for a fraction of
the cost, he said.

A nurse will check on O'Brien at
home on Wednesday and Thursday
and will disconnect the pump from
a catheter in his chest on Friday.

So far, O'Brien said officials at his
insurance company have not de
cided whether to pay for his home
treatment because they consider it
experimental. However, his insur
~nce does cover his hospital bills,
Ihe said.

iO'Brien, who had surgery last
•spring. already has had one round
~of chemotherapy using the pump,
:but that regimen was done at
University Hospital. He has a rare

.form of cancer, but asked that the

.type not be disclo~ed.

The battery-operated, four-channel
pump - which is about the size of

.a child's shoe box - IS not much
of a nuisance, O'Brien said. But he
must stay in a bed or chair because
he also is connected to an intrave-

"nous bag.

'I'm confined. more or less, ° he
said. °If it weren't for the I.V. bag, I
cou1d hook (the pump) over my
shoulder and go:

The next generation of pump will
bt' much smaller. about the size of
a paperback copY' of War and
Peace, said Todd Langevin, asso
ciate director of medical chrono
biolog\ al the University

Tht' pump IS manutactured by
Intelligent Medicine, a Colorado
firm,
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Business up since
U Hospital's move

pt>re t>nl ovt>' thr laq fl~( .II Yhll

FP" on thc l)(l~rlt,ll ~t.lfl arc' (om
plolmmg hClwc'\'l'f "It ~ bl'l'n
stft>ssful to a Illt of ppoplc' but
thev'rt> happ\ about it: said (Iii·
ford Fearing Unl\'erSIl\ Hospital
St>nJor aSSOCIate' dlrec·tor,

By Delores Lutz
Staff Writer

LJnlvt>r~lt} Hospital has attracted
mort' pallent~ than expt>ctpd ~InU

thf new building opened in "-f";:,
turning c.'H(,h.ncl a ltHPP-vPdr drop In

thE' hosp':d:~ p~!lbli census.

Having morp pallents than ex
pectpd has forced hospital adminis
trators to recruit more staff,
particularly nurses. Over the sum
mer, the hospital hired 222 additio
nal full-timp and part-time
employees, according to Elisabeth
White, University Hospital's direc
tor of human resources.

The increase' in patients has also

escalatpd drug and suppl\ costs $3
million over budgpt and personnel
costs S1 million over budget,
ae lording to the hospital s report
kIf the fiscal year that ended June
3D.

During the 10 months before the
hospital moved to its new location,
admissions were down by almost 5
percent compared to the previous
fiscal year. But in May and June,
admissions jumped by more than
12 percent over last year, according
to the report, released last week.

In the University's outpatient clin
ics, the census was up almost 7

Census to 16

Most of tht> Increases In Univt>rsit\
Hospital admlsslom have occurred
in transplant surgt>ry, adolt>§ct'nt
pH'Chlat!) and urolog\

Coming in thE' midst of a ht>aUh
cart' rt'\'olutlOn that has cut hospital
USE' acros~ the country, the shift in
the hospital's fortunt's has Univer
sit\' offiCials baffled but openl~
plt'ast'd "Wt' don't know whv tht'
census has increast'd: Fearing said.

The new $125 million building may
have helped slightly, but more
important factors probably are the
University's growing emphasis on
transplant surgery, physician out
reach programs, new contracts with
health maintenance organizations,
new technology and a marketing
campaign, he said. .

"A number of efforts started a
number of years ago are just start
ing to come to fruition," Fearing
said.

The building it.elf is a factor, he
said, only because ·physicians
probably are less reluctant to send
patients to this facility. The facility
is not bringing patients, but it no
longer is a deterrent to patients,·'

Surgery admissions were up 9 per
cent over the previous year, psy
chiatry admissions wert' up 14
percent and the urology figures
jumped b~' 33 percent. Fearing said
the urology increase is a result of
the arrival last December of the
Iithotripter, a machine that destroys
kidney stones without painful sur
ge!).

Clinics with the biggest gain~ are
ambulatory surgery, emergency·
services, medicine, orthopedics,
psychiatry, surge!)' and urology.

Some hospital departments have
continued their admissions de
clines, including the medicine, ob
stt'tncs, and phvsical medicint' and
rt'habilitation dt>partment~, Clinic
ct'nsuse~ dropped in dentistry, oto
Iaryngolog\. and obstetrics and
gynecolog\.
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U to pioneerharid transplants
ByJoMe-p
.... w,ll...
Suc~ at Lbe UlUVenllty of

M'ncHu are prepared to trans
plut a hand to a liVing recipient
iqpedLatdy llpoo the bcaiD deaUl
01 • ckADoc. 11 oo1y ilWaiLa a proper
e:aecbdalt' .

'he opetituoo. whea performed,
....... be a medical fint.

'he 1'eC!~ of !.be Iwad traos
.... MoWd be i&h&e to IJ'ip, tuna

biB band, flex it, and would develop available pr08thea1l,"Uid Dr.
some level of sensation - perhaps Bruce Cwmin&bam, wbo Ja expect
~o ~rcent of the normal !evel, eel to perfOl1Q tbe fint operaUoo.
doctors said. OlDninpam, a micro-..... aDd

The actual joint would be just a plutic IUrgeoD, 11 director of the
above the wriat, in an area lDCl8t1y UDiven1ty'ade~ 01 plaltic
of teodou below most of the recip- and recoostructive aurpry.
umt's arm mUICle. The traaaplant Regeuts' ProfellOl'Dr. JobD Na
would retain the donor'a wrilt jarian, chairman of .the depart
joint. meut of surgery, confirmed Tues-

"It would offer a substantial im- day that tbe de~t bad
provemen~UDCtiooover any piDed approval to~ tM ..

"Alida from *lie (Ie.... pN..'_>, .. __ •
'he pcoc.edwt: .. experUII4lO10lI1 Iile aaid. "We doo't ~M.. better IUCeeII wWa tranaplaDta &.baD we do

WMl ......Cd IkM' bupea lip .: wWl ..implaata because trauplants doo't involve
. . traumatic injury to tbe tiIaue," Cuooinaum aa.id. "We

O!DQlogb.;tm :ktld Ulat ilpproval for the first trans- can put everytbiQg back together very carefully. With
p&ADl &I beiD& hnuted 1.0 a person. woo IS already re- re-impla.Dta, we have to work with wbat we baYe 'Jelt
oaVlOg drvca Lo suppress reject.lOD of olAer trans- after the accident." , .
pt••led orpllll &UCb as i.idot:ys. - Cunningham said the transplant attempt would aJ..

The hwDao body oonnally rejects foreign lliisue - ~ certainly be limited to a band, because "lower
t.-ue from 0Ikr bod1es - Cunningham explained. limb pr08theBes are generally much more aucceeafuJ
~, caUed imrouoo-suppreuanLa, are availitble to than upper limb pr08tbeaes. You CaD get around=
ficIat LUlI'fW"tMlo well OIl a lower limb plWthesia, but u upper

. i pC08theai' IacU CUll oflleD8llUGa aad tile abilltJ
Ttae dru.gJ Indy Wtve undQlrable s1de-effeclJO, ~w- ! to manipulate, w' we would Mpe &0 NUiD ia •

ever.lIiO w&.ba'e Ail a certa.w reluctance to begm glVlDl . &r~laDt." '.
diem LO PfJOIMe who doD'l need them as a life-aaving-. . ' ~
1DaiIUl'e," ae 1iUd. ··U you're Wtving a kidney or liver: He Mid t.Iaere .... dr._baeb to~ tM .....,. ,
tnespiapl, it's a mauec of life aod death. U you're: ......y pIPpIe wlao ....~IIDID~

UYiItc a Jaaad transploull, ii's DOl a matter of life and "becauae they have other senous medical problema.
-...... taw-.. it cert.U.oly IS a matter of quality of which might make complete success of the traupla.
;:- -..... . lea likely." ~ '.

. . . FOI" eumple, severe diabetics often develop kidDey
0Iaa' pc»"ble ~feclS Involve the. Lollclty of and vucu1U' Cuaeuers. and lose their kidneys and

aa.e~, aDd the posg"!hty &hat tbe pallenl ma~ be Umba. be,,""'. Because these patieuts are immlJDOo
~y subject to iDlecuoo because of a liUp- liU preued. tbey would be eligible for the band trans-"'12 ret M!MI!II!te .ystem. ~ C)'ani"lb4m said. UnfortuQate1y, the vasc\llar
. Cwm'''''-Dl~ 1Wdle:i by Dr. Gabriel;a ~uzman,.a diIease mi$b1 cause the traaaplaDt to faU, be ~d.

IIl8eMdl fdlow. In the UDlVenuty Hospital s plastic '''nIe reuon we're willing to go ahead with tbat kiad
.. I'tlCiCIGIlIUCtve IW'gery laboratory, sugge:it &hat of subject is because we want to see, experimeDtaDy,
&raD5p'aNI IDl&bl be doDe WIUl oew drugs aod lower- if e can do tbia tbiog and bow succeuful it will .."
IIIftj drug~V'" &.hal are DOl ita lrnMbJeaome as 010- (),:"inabam said. "Even if a patient bas v-=ular ella-
....aica are gav~ In Jaeger amoela*" ease aad tile diaea8e eveatually caIIIIeS tbe traaapltDt
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eratiOD on a person wbe is .already
being treated for another trans
plant. The approval was granted
by the UDiveraity's Committee for
the Use of Human Subjects in He
lUrch.

"We've been developing the
teebDiques in the lab, but I have DO
idea exactly wben we'll do it.
We're ready if a suitable recipient
aws up," Najarian said. .
PIMae see TrMIPI8Rt/4A

The recipienl'li lower
arm muaclea would be
Joined to the tendona0' the donor hand ju.t

above the wrhit to give
control of auch

function••• grip and
flex.

',"\

~;

Cbuck Loaan / Sla" -'ttuH
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fit "
U gets approval
to perform first
hand transplant
Surgeons confident of success for
complex set of surgical procedures

-(

By Liz Holm
StaH Writer

Surgeons ell Ihe Unl\ er~lty Ho~pl1al

lonhrmt'rJ r ut'~day Ihdl Ihey have
relelvt'd perml~~lon 10 perform Ihe
IIr~t humeln h'lnd lrdmplimt on d
lI1o'mg reuplenl.

Hand~ fur trdmpldnl will be taken
t,om bram·dt'ad dunor~.

Approval for the t,amplanl, granted
by tht' Unl\t'r~lty'~Commillet' for
tht' U~e 01 Human 5ubJt.'1l~ in
Rt'!>t!arch, I~ IIml1t'd 10 a per~on

who l~ alrt'ddy Idkmg drug~ to
prl~Io'ent 'I~~ue releltlon of other
trdnspldnlt'd orgdm.

Tht' Sill- to t:'lght·hour ~urgery will
be perfornwd by Dr I:lrult' Cun·
nmgham, dlrel tor or the Unlver~ily

Department of Plastl( and Rf'«lns,
trurtlve 5uq~f'I)',

"1 hl~ IIr~t Ir,Hl~pl.Hll "III be the
btop(rnnrn,.; 'Iep .. lOll"; ,I fOdd th,lt
might open d nt.-w horizon,· he said
Wt"dnt.-sdel' lit' lelulloned, how·
evt.-r, tnat pt.-ople ,houldn', get

their hopes up, because th~ surgery
i~ still very experimental.

Cunnrngham said he thinks trans
plant su'gt.-ry may be more success
ful than re-Impldnt surgery (the re
attachment of a 11mb that has been
severed 10 an accident) because
tramplants don't involve traumatic'
injury to the tls~ue,

"When a limb has been brutally
torn in an mjury, the surgery con·
sists of taking what's left of the limb
and allaching it the best we can,
With a transplant, we have better
control over everything: he sa'id.

The malor risk with the procedure
I~ not trom the surgery itself 
whKh IS fairly routine-- but from
tissue rejection and toxic side-ef
fects caused by the drugs givf'n to
prf'vent this, Cunningham said.

Hee,lUSt' the lJOdy normally reJects
tort'lgn tissue, .I tr,lIlspl,lnt recipient
fTlll~1 tdke drugs Ihal suppress the
immune system, leavmg it unable
to Identify Ihe foreign tissue and
thus reject it. Patients often takt.-

these drugs for the rest of their
lives. One side-effect of immuno
suppressant drugs is that palients
taking them may become increas
ingly susceptible to infection.

As a result, the only p~ople who
will be considered as candidates for
the surgery will be those who have
received transplanted organs and
are already taking drugs to suppress
rejection,

Cunningham said the University is
now aware of several patients who

may need hand transplants, After a
candidate is chosen, a suitable
brain-dead donor wiIi be sought.
Because hand size of donor and
recipient must be closely matched,
they will probably be of the same
sex, he added,

A hand transplant patient should be
able to turn hi~ ha.ld and grip with
it and should develop some level of
sensation. Cunningham said the
function of the transplanted hdltd
will be compared to the functional
level achieved by a person wearing

a prosthesis or artificial limb.

"lI's our hope that a transplanted
hand will have better grip and
flexibility than a prosthesis provi
des,' he said,

Research for transplant surgery first
began at the University five years
ago, Cunningham said. The proce
dure has been performed on rats at
the University and on monkeys in
Montreal.
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'u' surgeon plans experimental hand transplant
By Gordoa Siowt
Start Writer

A University ot Minnesota Hospital
surgeon said Wednesday that he
hupes 10 sew Ihe hand of a cadaver
onto the wrisl of a transplant patient
wlJose own hand has been severely
aatylaged by disease.

rlr. Bruce Cunningham, the micro
surgeon who would do the operallon, "
said it would be the world's fIrst
nUlllan band transplant.

l1"n.

NaJarilin said Ihat only one or two of
the approximately 800 diabellc uni·
versity Kidney transplant patients
have lost a hand so far and that
other complicaUons, such as inade·
Quate circulalion or skin cancer,
have ulSqualifled them as candidates
tor tbe program.

Dr. Lawrence Lockman, a pediatric
neurologist \!iho headed the commit·
tee that cleared Cunningham'S ex·
periment, said the committee will
lIIeet willi Cunningham In the next
week or IWO 10 review the slatus of
hIS experiment.

Cunnmgham Said it Isn't clear wheth·
er nerve regeneralion will occur to
provide sensation in tbe transplanted
hand to, for eXllmple, protect It
agalnsl damage from heat or cold.

He said people with severe diabetes
frequently have suffered from dam·
age to the nerves and the blood ves
sels that serve their wrists and
hands.

Najarian sf res.lied Ihat the experi·
ment, al Ihts point, II not for people
WhO wt>re born wUh deformed hands
nr whn 111111" th_ir hlllnlt. in 1I..... ("ld..n.

It a transplanted hand doesn't work,
be said, perbaps the empliasis shouid
be •on developlna better arUficial
hands.

Cunningham said that he knows of
several "po!l8ible potential pros
pects" but that he doesn't know
when tbe first opera..,. will be
done.

The hospital's Committee for the Use
of Human SUbjects In Research ap
proved Cunningham'S proposal last
September.

The committee restricted tbe trial to
patients who already are receiving
antlrejection dFUP and said Cun·
ningham could do tbe operation on
up to five patients.

Dr. John Najarian, chief of surgery
at the hospital, said the first patients
almost certainly will be people who
have received a kidney. liver or
heart.

He said there are significant risks
U80Clated with anti rejection drugs,
Including infection, some types of

cancer and kidney damage.

It would be Improper, at thlS experi·
mental stage, to subject otherwi~

healthy people to the risks of those
dru8l, Najarian said.

Cunningham said the most likely
candidates for the transplant are
people with severe diabetes who
have received kidney transplant.'l
and have lost the use of 8 hand
because ot impaired blood clrcula·

Tranlplant continued on page 1m
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INTRODUCTION OF BOARD SELF-EVALUATION TAPE

October 22, 1986

• We would like to further refine our self-evaluation process

• Today's goal: get ourselves thinking about self-evaluation

• Tape produced by Michigan Hospital Association

interviewees on tape:

Richard Umbdenstock
Barry Bater } both have done extensive consulting

on trustee effectiveness

~ • Tape discusses:

• definition of self-evaluation
• traits of an excellent Board
• reasons to evaluate
• the process of evaluation
• individual Board member assessment

• The tape is 48 minutes long so we will view highlights only

• reasons to evaluate
• recommended components of evaluation process
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METRO HOSPITAL TRUSTEE COUNCIL

OCTOBER NEWS SUMMARY

• Council deliberates its future.

In September, the Trustee Council met at the new University Hospitals to tour the
facilities and to consider focus and priorities for the Council's future.

There was a strong consensus that the Council's role and purpose are equally or even
more important today than in 1978 when it was organized. Themes from the discussion
included:

1. The unique role of the hospital trustee in representing the community
interest.

2. The challanging demands for leadership that hospital trustees face during
these years of change and consolidation.

3. The importance of proactive leadership from the Hospital Trustee Council
on significant policy issues.

• Conference XIII held on Quality in Health Care.

Minnesota Hospital Trustee Conference XIII, "The Quest For Quality: The Next Competi
tive Wave", will be held on Friday, October 31st at the Holiday Inn International.
This theme raises an issue central to trustee interests and responsibilities. Medical
directors, as well as hospital CEO's, have been invited to participate in the confer
ence to chair the round table discussion.

These conferences are planned by hospital trustees for hospital trustees with a strong
enlphasis on community and public policy issues that have a major impact on the hospitals.
They provide an exceptional local opportunity to participate in a quality educational
event.

• Position Statement on Quality and Community Values.

A task force of the Trustee Council is issuing its Position Statement on Quality and
Community Values, as it has recently been approved by the full Council.

This statement evaluates the impact of changing market focuses on the quality of health
care and suggests a beginning community agenda for addressing quality issues. Hospital
Trustees are seen as central to these community deliberations, as well as in leadership

~oles for quality assurance in their individual hospital organizations. Copies of this

(Over)
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31st conference. They can also be obtained

• Recent Appointments

Vern Hoium. trustee. Unity--

Recently elected as Chair elect to the National Congress of Governing Board
of American Hospital Association.

Vern Hoium--

Also appointed to represent the Trustee Council on the University of Minnesota
Health Sciences Advisory Committee that deals with graduate medical education.

Barbara O'Grady. Chair of the Board. University of Minnesota Hospitals--

Has recently been appointed as Vice Chair of the Twin City Community Program
which will be implementing the Community Buyer System. She is also a newly
appointed member to the Board of the Minnesota Coalition on Health.

LuVerne M. Molberg
Staff Consultant



ABBOTT NORTHWESTERN

Chuck Moos
1560 Dain Tower
Npls., MN 55402
333-1871

BAPTIST HOSPITAL FUND

Harry Atwood
90 West Point Ave.
Tonka Bay, MN 55331
474-9130

C BETHESDA LUTHERAN

Don Doyon
1397 Birmingham
St. Paul, MN 55101
774-8153

Dean Wahlberg (Alternate)
DCA, Inc.
400 DCA Center
13100 Wayzata Blvd.
Minnetonka, MN 55343
541-7518

CARONDELET COMMUNITY

Sister Ann Elise Tschida
DH - 204
2004 Randolph Ave.
St. Paul, MN 55105
690-6858

DISTRICT MEMORIAL

Jeanette Houle
8110 20th Avenue N.
Hugo, MN 55038
429-2466

Metro Hospital Trustee Council
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ROSTER OF MEMBERS

FAIRVIEW RIVERSIDE

Bill Thiele
Administrative Services - 3M
220 3M Center
St. Paul, MN 55144-1000
733-1686

FAIRVIEW COMHUNITY

Gerald Simonson
5813 Jeff Place
Mpls., MN 55436
831-3350

FAIRVIEW SOUTHDALE/RIDGES

Ruth K. Hustad
Hustad Real Estate
7460 Market Place Drive
Eden Prairie, MN 55344
941-4383

Marianne Curry (Alternate)
State Representative
326 State Office Bldg.
St. Paul, MN 55155
296-5366

GILLETTE CHILDREN'S HOSPITAL

Florence Gray
2710 University Ave. S.E.
Suite {fl06
Mpls., HN 55414
331-4477

Janet Brodahl (Alternate)
Health Resource Director
Minnesota Dept. of Health
717 Delaware St. S.W.
Mpls., MN 55440
623-5440

Revised 10/13/86

HEALTH CENTRAL SYSTEMS

Lee Canning (Past Pres.)
Suburban Newspapers
7401 Bush Lake Road
Edina, MN 55435
831-1200

HEALTHONE CORPORATION

J. Stanley Hill
70 Spruce Street
Mahtomedi, MN 55116
426-2508

HENNEPIN COUNTY MED CTR

Samuel Sivanich
A-2400 Government Center
Mpls., MN 55487.
348-3082

Pj Doyle (Alternate)
A-2400 Government Center
Mpls., MN 55487

LIFESPAN, INC.

Frances Naftalin
39 Greenway Gables
Mpls., MN 55403
339-4952

MERCY MEDICAL CENTER

Naomi Johnson
647 School Street
Anoka, MN 55303
421-8742



METHODIST HOSPITAL

Robert Galloway
~to Control Corporation
~O Quebec Ave. North
Mpls., MN 55428
537-3601

METROPOLITAN HEDICAL CENTER

Barbara Klemme
9263 St. Croix Trail N.
Stillwater, MN 55082
623-9704

Nadon Etzwiler (Alternate)
Minneapolis Foundation
Foshay Tower
Hpls., MN 55402
339-7343

HPLS. CHILDREN'S MEDICAL CTR

Beth Bennett
3680 Northome Road
~zata, HN 55391
'-3122

HOUNT SINAI HOSPITAL

Stephen Davis, Attorney
4114 IDS Center
Hpls., MN 55402
341-0300

Framajane Wolfson (Alternate)
14601 Rocksborough Road
Minnetonka, MN 55343
935-6400
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NORTH MEMORIAL

William Woyda, M.D.
Oakdale Medical Center
Suite 11200
Robinsdale, MN 55422
588-0734

QUEEN OF PEACE

Howard Winholtz
Charter House
211 Second Street N.W.
Suite 11606
Rochester, MN 55902
(507) 286-7890

REGINA MEMORIAL

Tabitha Van Deursen
Regina Memorial Hospital
Hastings, MN 55033
437-3121

SAMARITAN HOSPITAL

William Watson, M.D.
2660 Borden Court
Inver Grove Heights, MN 55075
455-4233

ST. PAUL CHILDREN'S

Eleanor Bourquin
3673 Big Fox Road
Glen Lake, MN 55110
429-1260

ST. PAUL RAMSEY MEDICAL CTR

Marlene Marschall
670 Lovell
Roseville, MN 55113
221-2184

Steven Schmidt (Alternate)
880 Lumber Exchange Bldg.
Mp1s., MN 55402
333-3343

SHRINERS HOSPITAL

Don Hoglund
40 Bay Street
Tonka Bay, MN 55331
474-5612

UNITED HOSPITAL

William Podas
1119 Davern
St. Paul, MN 55116
699-1089

UNITY MEDICAL CENTER

Vernon Hoium
925 Dain Tower
Mpls., MN 55402
339-9341

UNIVERSITY HOSPITALS

Barbara O'Grady (Presidcn~

5130 Emerson Ave. South
Mpls., MN 55419
298-4549

WACONIA RIDGEVIEW

Bob Lind
19 Alfred Boulevard
Waconia, MN 55387
1-442-4431



EX-OFFICIO'S

Harvin Borman
1800 Midwest Plaza
Hpls., MN 55402
339-8015

Bob Christenson
4920 Newton Ave. South
Hpls., MN 55409
922-2324

John Harris
Fagre and Benson
2300 Multifoods Bldg.
Mpls., MN 55402
371-5323

Allen Housh
Cargill, Inc.
PO Box 9400
Mpls., MN 55440
475-6149

David LaVine
505 East Grant
Npls., NN 55404
333-4455

Carlos Luis
2045 Summit Avenue
St. Paul, MN 55105
642-4548

Joan Nickells
6360 Red Fox Lane
Edina, MN 55436
920-7505

William Randall
1500 First Nat'l Bank Bldg.
St. Paul, MN 55101
291-9333
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Joseph O'Neill
800 Norwest Center
55 E. 5th Street
St. Paul, MN 55101
227-9505

Frank Bremer
1650 Woodside Court
Mpls., MN 55432
571-8247




