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I

The meeting of the Finance Committee of the Board of Gov~rnors was called

to order by Chairman Quistgard at 9:35 a.m. in Room 625 of the Campus Club.

Approval of the November 15, 1978 Meeting Minutes

Ms. Gruye moved that the minutes of this meeting be approved. Mr. Johnson

seconded the motion and it passed unanimously.

II December 31, 1978 YTD Financial Statements

Mr. Larson informed the committee that the utilization patterns and activity

levels of the first quarter have not changed significantly through the

second quarter. He added that the higher than anticipated utilization of

ancillary services and of the higher priced beds and a decline in the

utilization of lower priced beds has continued. As a result, patient care

charges are 3.2% above budgeted levels. This, together with delays in

opening Unit Blc, the lag time in recognizing several capital expenditures,

and minor remodeling projects yields a positive operating position at the

end of December.
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Mr. Larson noted that the patient day census of 99,062 is 0.2% below the

first six month's projection of 99,209. December year to date admissions

totaled 10,770, average length of stay was 9.0 days and occupancy was 70.7%.

Total clinic visits December YTD were 97,081 compared to a projected clinic

census of 99,978 visits, a 2.9% unfavorable variance.

Mr. Larson stated that operations through December show a position of revenues

over expense of $1,700,183. The change in mix of routine utilization together

with the increased utilization of several ancillary services has resulted in

an overall favorable revenue variance of 3.2% or $1,387,102. December YTD operating

expenses totaled $45,558,611 which yields a favorable variance of 1.8%. The

effects of increased volume pushing up some expenses is offset by expenditures

not yet incurred due to delays in opening Unit B/c, building and equipment

costs not yet capital~zed, minor remodeling projects not yet completed, and

the impact of the January 1, 1979 pay plan not yet in effect. Mr. Larson

pointed out that one other factor contributing to our positive operating

position is a reduced liability insurance premium. An analysis of our risk

exposure yielded a favorable adjustment to our projected premium costs. The

premium cost for the year (August 1, 1978 through July 31, 1979) was assessed

at $1,054,000 or $550,000 below our budgeted projections.

In regard to accounts receivable, Mr. Larson stated that the balance as of

December 31, 1978 was $18,708,140 representing 80.6 days of revenue outstanding

which is up 0.8 days from June 30, 1978. He explained that this increase is

due primarily to the decline in the average daily revenue through the holiday

season.

Mr. Larson commented that the positive operating position of the first six

months and our projected financial statements for June 30, 1979 indicate that
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total revenues from operations will exceed the original projections by 5%

and that we will be .4% under our original expenditure projections.

In reviewing the census data provided to the committee, Mr. Larson noted that

the only significant decline is in the Medical/Surgical area due to a decline

in admissions.

Mr. Larson also reviewed the income statement, cash flow, statement of

changes in fund balances and balance sheet. He pointed out that on the

changes in fund balances statement, $4.3 million covering eight major projects

has been transferred out of t~jor Building Projects. With this transfer, the

Reserve Fund went from $11.7 million to $7.3 million. Of the $7.3 million,

$1.8 million has been designated for Insurance Reserve leaving a net of $5.5

million. It was suggested that the Insurance Reserve amount be shown on the,

changes in fund balances statement in the future. Mr. Larson also noted that

on the balance sheet the $6,400,000 of Cash and Investmehts includes $4.2

million of unrealized appropriation revenue.

III Projected Financial Statements

The financial statements comparing the projected position at the end of the

fiscal year to the planned budget were provided to the committee members for

their review. Mr. Larson explained that the census levels to date have been

analyzed and it has been determined that the current patterns will continue

through the fiscal year. The projected inpatient census for the year is

200,036 days compared to 200,543 budgeted days. Mr. Larson added that the

same mix and intensity is also anticipated through the second six months

with a higher utilization of the high priced beds and continued high volumes

in some of the ancillary departments. The same level of expenditures as

experienced over the first six months is being projected for the second six

months with the exception of Building B/C costs which will begin to be incurred.
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Mr. Larson commented that the cash flow, based on the projected income

statement, shows cash available at year end of $9.2 million as compared

to the original budget of $5 million.

IV Rate Adjustment Proposal

A rate reduction proposal, which recommended a 2.7% reduction over the

last five months of the fiscal year, was presented to the committee by

Mr. Fearing. After discussion and evaluation by the committee, it was

decided that current rates should remain in effect for the last five months

of the fiscal year and any adjustments required by rate review be reflected

in the 1979-80 rate review request. Several factors were considered by the

committee in arriving at their decision including:

-revenue levels required to finance the Medical/Surgical Replacement

project will require discussion with the Central Officers and

external financial consultants to determine their required levels.

Short term rate reductions could negatively affect these discussions.

-proposed government regulations may restrict hospital revenues and

impair present long range capital plans. The existing surplus

provides flexibility in this event.

-University Hospitals can comply with rate review regulations by

reducing next year's rates with any current year surplus.

The position of the Finance Committee will be presented to the full Board

of Governors at this afternoon's meeting.

V Status of Capital Financial Requirements

Mr. Fearing suggested that a joint meeting of the Finance and Facilities

Committees be held on February 21, 1979 in order to develop a joint resolution

supporting the needs and the financing strategies necessary for Unit J
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(Medical/Surgical Replacement) completion. This meeting will be scheduled

by Mr. Fearing and Mr. Jones.

VI Other

Bad Debts 10/1/78 to 12/31/78-

Mr. Fearing noted that the total amount recommended for bad debt during the

second quarter of 1978-79 is $173,388.07 represented by 747 accounts. Bad

debt recoveries during this period amounted to $8,666.03, leaving a net charge

off of $164,722.04. Mr. Fearing added that this brings the bad debt amount

for the first two quarters of 1978-79 to $467,871.95 represented by 1,910

accounts and $4,321.23 in Powell Hall accounts bringing the total amount

recommended for bad debt to $472,193.18. Bad debt recoveries during this

period amounted to $12,726.37 leaving a net charge off o~ $459,466.81. A

statistical summary of the second quarter, a statistical summary December YTD,

and a report on accounts in excess of $2,000 which were bad debted during the

second quarter were provided to the committee members for their information.

A motion to approve the amount recommended for bad debt during the second

quarter of 1978-79 of $173,388.07 was made by Mr. France. The motion was

seconded by Mr. Johnson and approved unanimously.

There being no further business, the meeting of the Finance Committee was adjourned

at 11:40 a.m.

Respectfully submitted,

-··T.·····~~ ,'./ / . " L./_.u -y.yq c-.t.k t ..~
{./

Terry "Rosecke
Secretary
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TO: Board of Governors

FROM: Nels E. Larson
Assistant Contr

SUBJECT: Report of Operations
through December 31,

for ~riod
1978

Joly 1, 1978

The operations of the Hospital remained relatively stable through
the second quarter of the fiscal year. The utilization patterns
and activity levels which we saw in the first quarter have continued
through the second quarter and, as a result, our patient care charges
are 3.2% above budgeted levels. This, together with delays in opening
Unit B/C, the lag time in recognizing several capital expenditures,
and minor remodeling projects yields a positive operating position
at the end of December. Highlights of the first half of the fiscal
year are outlined below.

Inpatient Census - The census patterns of the second quarter are
similar to those experienced during the first quarter. We continue
to see higher than anticipated utilization of the higher priced beds
(Pediatrics, Psychiatry, Intensive Care units) and a decline in the
utilization 'of lower priced beds (Medical/Surgical). While the over
all variance in patient day census is only 147 days (0.2%) below our
first six month's projection, the routine revenue variance is 1.5%
above our projections.

To recap our inpatient census December year-to-date (YTD) :

Budgeted Actual Variance % Variance

Patient Days 99,209 99,062 (147) (0.2)%
Admissions 10,987 10,770 (217) (2.0)%
.Average l.ength of Stay (Days) 8.9 9.0 0.1
Occupancy 70.9% 70.7% (0.2)%

HEALTH SCIENCES

•
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Outpatient Census - Total clinic visits December YTD were 97,081
compared to a projected clinic census of 99,978 visits •. The difference
of 2,897 visits represents an unfavorable variance of 2.'9%. While
clinic activity dropped over the holidays, especially with three clinic
areas (Audiology, Ophthalmology, Otolaryngology) moving to Unit B/C,
the census through December continues to run ahead (1.3%) of the
same period last year.

At this time, t~e rest of the move to Unit B/C is scheduled for the
weekend of February 24, 1979.

Financial Operations - Operations through the first six months of this
fiscal year have resulted in a December year-to-date position of revenues
over expense of $1,700,183. This position continues to reflect the
same factors that were in evidence through November.

The change in mix of routine utilization together with the increased
utilization of several ancillary services (particularly Blood Bank,
Chemistry Lab, Central Supply) has resulted in an overall favorable
revenue variance of 3.2% or $1,387,102. In conjunction with this
increase in volume and revenue has been a corresponding increase in
the variable expenses related to these activities.

Overall expenditure levels continue to remain very close to budget •
. As of the end of December, YTD operating expenses totaled $45,558,611
which yields a favorable variance of 1.8%. While the overall variance
is small, there are some significant variances within the total.
The effects of increased volume pushing up some expenses (Salaries,
Blood and Blood Derivatives, Medical Supplies) is offset by expenditures
not yet incurred due to delays in opening Unit B/C, building and equip
ment costs not yet capitalized, minor remodeling projects not yet
completed, and the impact of the January 1, 1979 pay plan.

One other factor contributing to our positive operating position
is a reduced liability insurance premium. An analysis of our risk
exposure yielded a favorable adjustment to our projected premium
costs. The premium cost for the year (August 1, 1978 through
July 1, 1979) was assessed at $1,054,000 or $550,000 below our
budgeted projectio~s.

Accounts Receivable - As of December 31, 1978 the balance in accounts
receivable was $18,708,140. The balance represents 80.6 days of
revenue outstanding, up 0.8 days from the 79.8 day total as of
June 30,,1978. A slight decline in the average daily revenue over
the holiday season has served to increase the number of days revenue
outstanding.

The positive operating position of the first six months and our
projected financial statements for June 30, 1979 indicate that our
total revenues from operations will exceed our original projection



Finance Committee
January 17, 1979
Page 3

by 5% and that we will be .4% under our original expenditure projections.
In accord with these results and projections, a rate adjustment recom
mendation will be provided to the Finance Committee by Management for
decision and implementation on February 1, 1979.

NLltr

,
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UNIVERSITY OF MINNESOTA HOSPITALS AND CLINICS
INPATIENT CENSUS DATA BY MAJOR CATEGORY

YEAR TO DATE DEC. 31, 1978

Inpatient Days Admissions % Occupancy Average L.O.S.
Available Current Current Current Current

Beds Bud Actual Bud Actual Bud Actual Prior Yr Actual

Medical/Surgical 434 60,468 58,208 7,447 7,211 75.7 72.9 8.1 7.9

Pediatrics 94 11,776 12,320 1,567 1,407 68.1 71.2 7.8 8.7

Obstetrics 26 2,917 2,901 470 547 61.0 60.6 5.3 5.3

Newborn 20 1,994 2,124 388 466 54.2 57.7 4.6 4.6

Psychiatry 68 7,629 8,422 210 231 61.0 67.3 37.0 34.2

Rehabilitation 40 4,256 3,773 143 144 57.8 51. 3 27.7 24.7

Intensive Care-Adult 55 7,084 7,357 576 536 70.0 72.7 12.0 13.6

Intensive Care-Peds 24 3,085 3,957 186 228 69.9 89.6 17.4 17.7

'Total 761 99,209 99,062 10,987 10,770 70.9 70.7 9.0 9.0

I
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UNIVERSITY OF MINNESOTA HOSPITALS
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UNIVERSITY OF MINNESOTA HOSPITALS

PATIENT DAYS
COMPARATIVE MONTHLY 1977-78 TO 1978--79
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UNIVERSITY OF MINNESOTA HOSPITALS

PERCENT OCCUPANCY
COMPARATIVE MONTHLY 1977-78 TO 1978-79
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.lJNIVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF OPERATIONS

FOR PERIOD JULy 1, 1978 TO DECEMBER 31, 1978

'Variance
Over/(Under) 'Variance

Budget Actual Budget %

Gross Patient Charges $42,939,825 $44,326,927 $1,387,102 3.2

Deductions from Charges 2,871,841 2,779,078 (92,763) (3.2)

Other Operatibg ~evenue 846,042 834,773 (11,269) (1.3)

Total Revenue from Operations $40,914,026 $42,382,622 $1,468,596 3.6

Expenditures
Salaries $21,282,855 $21,816,566 $ 533,711 2.5
Fringe Benefits 4,191,780 3,863,680 (328,100) (7.8)
Contract Compensation 3,823,722 3,873,268 49,546 1.3
Med. Supplies, Drugs, Blood 6,275,850 6,806,305 530,455 8.5
Campus Admin. Expense 1,833,952 1,833,952

"
Depreciation 1,502,648 977 ,407 (525,241) (35.0)
General Supplies &Expense 7,497,712 6,387,433 (w'lQ...2I2) (14.8)

T~ta1 Expenditures $46,408,519 $45,558,611 $ (849,908) (1.8)

Net Revenue from Operations $(5,494,493) $0,175,989) $2,318,504 42.6

Non-operating Revenue
Appropriations/Univ. Support $ 4,590,686 $ 4,590,686
Accrued Interest Income 285,486 285,486 .:'

Total Non-oper. Rev. $ 4,876,172 $ 4,876,172

Revenue Over/{Under) ~enses $ (618,321) $1,700,183 $2,318,50& (1)

(1) Variance equals 5.7 of Total Budgeted Revenue.



UNIVERS ITY OF MINNESOTA HOSPITALS
OPERATING CASH FLOW

FOR PERIOD JULy 1, 1978 TO DECEMBER 31, 1978

Source of Funds
Beginning Cash Balance

Loss from Operations
Non-Operating Revenue

Excess of Revenue over Expense
Items not Requiring the Outlay

of Cash:
Depreciation
University Support: G&A

K/E Utilities
Increase in Accrued Expenses

Total Funds Provided from Operations

Funds Applied
Transfers to Plant:

Capital Expenditures
Increase in Capital Encumbrances

Total Transfers to Plant

Increase in Accounts Receivable
Increase in Accrued Revenue
Increase in Inventories

Total Funds Applied

Total Net Operating Cash Available

(3,175,989)
4,876,172

705,886
1,646,424

1,700,183

977,407
1,833,952

30,466
544.098

$5,395.726

2,352,310

423,033
432,145
14,520

$3,222,008

$2,173,718 (1)

(1) Available for offsetting future cash need of $544,098 for increase'
in accrued expenses. The excess of .$1.,629.,620 in addition to the
increase' in accounts receivable of $423,033 provides a total increase
in working capital of $2,052,653.
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UNIVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF CHANGES IN FUND BALANCES

JULY I, 1978 THROUGH DECEMBER 31, 1978

r

(705,886)
(1,646,424)

UNRESTRICTED FUNDS
Beginning Balance

Net Income
Excess of Revenue over Expense
Accrued Reserve Interest Income
Accrued Approp Interest Income
Depreciation Expense

;~ Loss on Sale/Disposal of Assets

Total Unrestricted Income
Less Expenses

Unrealized Appropriation Revenue
Campus Support: G&A

K/E Utilities
Transfers to Plant

Major Building Projects (Hosp Only)
Capital Expenditures
Capital Encumbrance Change
Increase in Restrict. Fund

Commitment to Plant
Transfers to/from Shared Bldg Proj

Other Adjustments

RESTRICTED FUNDS
Beginning Balance
Net Income

Gifts
Accrued Interest Income
Misc Expenses
Charity Expenses

Total Restricted Net Income
Increase in Commitment to Plant
Contribution to CUHCC

Operating
Fund

$12,879,821

~,392,104

4,197,127
1,833,952

30,466

__-0(=380)
$18,980,780

Gift

$705,631

53,095

(12,236)

(4,267)

$742,223

Reserve
Fund

$11,742,307

190,150
95,336

(4,328,487)

(409,922)

$ 7,289,384

Endowment

$8,204,505

116,782

(660)

(400)
922

$8,321,149

Plant
Fund

$28,544,153

(977,407)

4,328,487
705,886

1,646,424

4,667

( 5,24~)

$34,246,965

Total

$8,910,136

156,981
(4,667)

922
$9,063,372

Total
Unrestricted

Funds

$53,166,281

1,700,183

4,197,127
1,833,952

30,466

-0-
-0-
-0-

4,667
(409,922)

( 5,625)
$60,517,129



~ UNIVERSITY OP H:.. ftTA HOSPITALS ~
STATEMENT OP FINANCIAL POSITION

DECEMBER 31, 1978

I

• I

ASSETS 12/31/78 6/30/78 LIABILITIES AND FUND BALANCES 12/31/78 6/30/78
f

1JIQt!STRICTED PUMDS UNRESTRICTED FUNDS •
f

CUU!IT ASSETS CURRENT LIABILITIES
Cash and Invese.ents $ 6,402,689 $ 341,450 Trade Accounts Payable $ 1,095,125 $ 824,879
Patient Receivables Less Insurance Payable 108,707 692,117
Allowance for 'Uncollectible Accrued Salaries and Wage.
Accounts 15,922,537 15,499,504 Payable 2,078,368 1,588,941 ..

Contractual Adju.t..nts Receivable Accrued Vacation Payable 2,447,838 2,329,371
fra. Third Party Payer Accrued.Profes.ional Fee. and
Rei.bur....nt Progra.s 618,756 737,078 Phyaicians Compensation 644,747 617,894

Other Receivables 328,239 63,660 Contract. Payable 222,936 -0-
Inventories of Drugs and Supplies 2,540,569 2,526,041

TOT~ CURR!IT ASSETS $25,812,790 $19,167,733 TOTAL CURRENT LIABILITIES $ 6,597,721 $ 6,053,802

BOARD DISICRATID ASSETS LONG TERM LIABILITIES $ 234,289 $ 234,110
cash & Short Tem Invest.ents $ - $ 1,555,420
Interest Receivable 285,479 170,417 FUND BALANCES
Lolli rem Invest..nts 7,003,905 10,016,470 Operating Funds $18,980,780 $12 ,879,821

TOTAL IOARD DESICRATID ASSETS $ 7,289,384 $11,742,307 Board Designated Funds 7.,289,384 11,742,307
Plant Funds 34,246,96~ 28,544,153

PLAIT AID IQUIPM!IT $60,517,129 $53,166,281
cash &, Iaveat.ents for Construction $ 4,775,120 $ 1,068,713
Construction in Prolress 8,437,554 5,458,469
Buildings and I~rov...nts 28,970,241 28,977,333
Equi,..nt 14,567,617 14,567,627

56,750,532 50,072,142 ...;-Le.. Allowance for Depreciation (22,503,567) (21,527,989)
TOTAL PLANT AND EQUIPMENT $34,246,965 $28,544,153

TOTAL UNRESTRICTED FUNDS $67,349,139 $59,454,193 TOTAL UNRESTRICTED FUNDS $67,349,139 $59,454,193

USTlICTID PUNDS RESTRICTED FUNDS
Cash and Invest.ent.-Current Acct $ 742,223 $ 705,631 Gift Funds $ 742,223 $ 705,631
cash snd Invest.ents-Prin. Acct 8,321,149 8,204,505 Endowment Fund.

0 8 ,321,149 8,204,505
TOTAL RESTRICTED FUNDS $ 9,063,372 $ 8,910,136 TOTAL RESTRICTED FUNDS $ 9,063,372 $ 8,910,136

$76,412,511 $68,364,329 $}6,412.1.SJl 00 $68,364,329
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Cliff Fearing

Absent:

Staff:

Guests:

Debbie Gruye
JoAnne Barr
John Quistgard
Seymour Levitt, M.D.

Nels Larson
Terry Rosecke

Johnelle Foley
Sally Pillsbury

The meeting of the Finance Committee of the Board of Governors was

called to order by Chairman Cost at 9:40 a.m. in Room 606 of the

Campus Club.

I Approval of the January 17, 1979 Meeting Minutes

Mr. Notto moved that the minutes of this meeting be approved.

Mr. Johnson seconded the motion and it passed unanimously.

II January 31, 1979 YTD Financial Statements

Mr. Larson began the report of operations by noting that there was

very little change during the month of January in terms of patient

census, mix of services, and the financial position.

He noted that the overall variance in the patient day census was

only 95 days or 0.1% below projections. Admissions to date of 12,730

were down by 2.2% and the average length of stay increased by 0.3 days.
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Mr. Cost inquired if the increase in length of stay, which is reversing

a trend of several years, is temporary? Mr. Fearing stated that if the

Chiefs of Clinical Services predictions of average length of stay are

reviewed in aggregate, we will experience a continuing downward trend

to 8.3/8.4 days within the next five years.

Mr. Larson noted that the outpatient clinic visits of 113,016 are below

budget for the current year by 3.2%.

Mr. Larson then reported that the financial operations of the hospital

are stable reflecting our overall stability in census. The January

position of revenue over expense is $1,621,469. Total revenue from

operations is 3.4% above our projections because of the change in the

mix of bed utilization together with an increased level of ancillary

usage. Operating expenses of $53,712,804 ot 1.2% below budgeted levels

continue to reflect the fact that several planned expenditures have been

delayed (opening Unit Blc building and equipment costs not yet capitalized,

minor remodeling projects not yet completed).

Mr. Larson informed the committee that the balance in accounts receivable

at the end of January totaled $18,270,756 representing 79.3 days.

The decline in the accounts receivable balance by $437,384 was due to

good collections primarily in the insurance categories.

Mr. Larson reviewed the Statement of Operations, noting that at the

end of January, we show $1.6 million of revenue over expense and the

net cash at the end of January is approximately $3.5 million.

III Ernst & Ernst Management Letter

The committee members were provided with a copy of the Ernst & Ernst

management letter regarding their last hospital audit (June 30, 1978)

and a letter to Vice President which is the Hospitals' response to

the Ernst & Ernst management letter.
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Mr. Fearing explained that during the 1977 Ernst & Ernst audit we

requested that they review the hospital payroll system in detail.

They provided us with a series of recommendations which we reviewed

and commented on last year. Their first comments with regard to the

1978 audit pertains specifically to those payroll system recommendations.

Mr. Fearing then reviewed the four areas outlined in their letter.

1. Authorized Signature Listing for Approval of Time Cards 

Mr. Fearing noted that at this point we are waiting to get

a computerized signature control list after the computer

conversion.

2. Control of Unclaimed Checks -

Mr. Fearing stated that we have implemented the significant

part of the recommendation and the only recommendation we

did not follow was to set up a specific liability account

for the unclaimed checks because there are so few.

3. Approval of Laboratory Supervisor Time Cards - We have

implemented their recommendation and it is currently

operational.

4. Control of Check Distribution for Laboratory and

Environmental Services Departments - Again, we are

waiting for computer time to set up control sheets.

Hopefully, computer conversion will take place in the

middle of April.

Mr. Fearing then noted that the second major area Ernst & Ernst commented

on was third party reimbursement. During the last year, the federal

limitations with regard to routine costs have changed for the metropolitan

area from Group I to Group II which reduces the routine cost limitation
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from $214 to $161 per day effective July 1, 1980. Ernst & Ernst has

recommended certain steps that the Hospitals may take in order that

revenue from cost based payors is maximized such as:

1. Determine the nature and extent of all costs incurred by or

charged to the Hospitals for approved educational activities

including indirect costs.

2. Determine the extent that these costs are abnormal and only

incurred by a teaching hospital.

3. Segregate these costs and determine the amount of exemption to

limitation for which the Hospitals are entitled.

Mr. Fearing pointed out that teaching hospitals can receive an exception

for educational expenses included in their cost base and they can be added

to the basic $161 routine cost limitation. He added that the cost

associated with approved educational programs is being identified with

the cooperation of the Medical School. This required identification of

effort by physicians and other members of Medical School departments

which are reimbursable to the hospital and must be done on a per person

basis. Dr. Brown noted that the effort certification report which

current exists may not thoroughly reflect the appropriate information

required and further consideration should be given as to the proper

method if filling out the required forms.

Mr. Fearing added that one of the problems we will be facing with

regard to financing the new facilities plus approaching these types

of problems with the federal government is the use of the appropriation

base. Ms. Foley noted that the perspectus deals with what needs to

be done in the future and that the first steps are being taken by

some of the recommendations of the Cost Concerns Task Force.
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IV Budget Review Meeting

It was decided by the committee to hold a special Finance Committee

meeting on March 6 to review the new program requests for the 1979-80

budget year and a special meeting on April 12* to review the activity

level program for the 1979-80 budget year. The next regular monthly

meeting ot the Finance Committee on March 21 will be cancelled.

There being no further business, the meeting of the Finance Committee

was adjourned at 11:10 a.m.

Respectfully submitted,
....~ _.. ') (

/J.. L C'.1LL-!tk~-Y'~
Teresa Rosecke

* The meeting was subsequently set for April 11, 1979 at 9:00 a.m.

in the Campus Club.
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~IVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF OPERATIONS

FOR PERIOD JULY 1, 1978 TO JANUARY 31, 1979

'Variance
Over/(Under) 'Variance

Budget Actual Budget %

Gross Patient Charges $50,372,265 $51,893,985 $1,521,720 3.0

Deductions from Charges 3,368,315 3,271,049 (97,266) (2.9)

Other Operating Revenue 990,230 1,013,636 23,406 2.4

Total Revenue from Operati·ons $47,994,180 $49,636,572 $1,642,392 3.4

Expenditures
Salaries $25,060,339 $25,763,707 $ 703.368 2.8
Fringe Benefits 4,935,784 4,532,745 (403,039) (8.2)
Contract Compensation 4,467,936 4,528,082 60,146 ·1.3
Med. Supplies, Drugs, Blood 7,333,215 7,977,563 644,348 8.8
Campus Admin. Expense 2,142,933 2,142,933
Depreciation 1,755,809 1,140,302 (615,507) (35.1)
General Supplies & Expense 8,670,768 7,627,472 (1,043,296) (12.0)

Total Expenditures $54,366,784 $53,712,804 $ (653,980) (1. 2)

Net Revenue from Operations $(6,372,604) $(4,076,232) $2,296,372 36.0

Non-Operating Revenue
Appropriations/Univ. Support $ 5,364,117 $ 5,364,117
Accrued Interest Income 333,584 333,584

Total Non-Oper. Rev. $ 5,697,701 $ 5,697,701

Revenue Over / (Und er) .Expenses $ (674,903) $ 1,621,469 $2,296,372 (1)

(1) Variance equals 4.8% of Total Budgeted Revenue.
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MINUTES
Finance Committee

University of Minnesota Hospitals and Clinics
May 16, 1979

Members Present: David Cost, Chairman
John Quistgard, Vice Chairman
Al France
Debbie Gruye
Dan Notto
Clint Johnson
David Preston
John Westerman
Cliff Fearing
David Brown
Seymour Levitt

Absent:

Staff :

Guests:

JoAnne Barr

Nels Larson
Terry Rosecke

Johnelle Foley
Greg Hart
Irving Sawyer
Don Van Hulzen

The meeting of the Finance Committee of the Board of Governors was called

to order by Chairman Cost at 9:10 a.m. in the Patient Accounting Conference

Room of Unit B/C.

I Approval of April 11 and April 18 Minutes of Meeting

Mr. Notto made a motion to approve the minutes of the April 11, 1979

Finance Committee meeting. Mr. Johnson seconded the motion and it

passed unanimously.

Mr. Notto noted that the minutes of the April 18 meeting on page 3,

Part III - 1979-80 Budget, Budget Alternative #1 should be amended

to read, "Accept the budget as presented which requires a 10.0%

revenue increase per adjusted inpatient admission (in accord with

the MDH suggested guideline for rate increase)."
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Mr. Quistgard moved that the minutes of the April 18 meeting be

approved as amended. Mr. France seconded the motion and it passed

unanimously.

II April YTD Financial Statements

Mr. Larson reported that the financial operations for April continue

to reflect a stable and positive position. During April admissions

increased slightly and the average length of stay was 9.6 days. As

a result, patient days for the month were slightly above budget and

the YTD variance in patient days decreased to .3% below projections.

Admissions YTD were 18,009 compared to a projection of 18,601. Average

length of stay remains at 9.2 days YTD and occupancy YTn is 71.9%.

Mr. Larson added that there was a slight decline in the clinic census

during April. Total visits for the month of 16,550 brought the YTn

total to 160,440 which is 4.8% below the projection of 168,492 visits.

Patient care charges continue to remain slightly above budget showing

a favorable variance of 1.7%. Operating expenses continue to be below

budget with a favorable variance of 1.0%. Mr. Larson noted that this

results in an excess of revenues over expenses of $180,912 for the

month of April, bringing the YTD total of revenues over expenses to

$1,390,347.

The accounts receivable balance at the end of April was $18,711,789

representing 77.6 days.

Mr. Larson stated that the operating cash available of $4,705,314 has

changed only slightly from last month basically due to the slight

increase in the accounts receivable.

It was noted by the committee that a trend seems to be developing of

an increase in length of stay along with an increase in patient days



-3-

and a decrease in admissions. Since this type of trend could affect

our cost profile, it was suggested that a method of gathering statistical

data, which measures the types of discharge diagnoses and allows for

budget projections from a disease category basis, be developed in the

future. Mr. Fearing stated that both Mr. John Kralewski, Health

Sciences Research, and Dr. Donald Connelly, Hospital Laboratories,

have developed categorizations of diagnostic comparisons which may be

helpful to us in devising this type of data base.

III 1979-80 Budget Final Approval

It was noted that Mr. Cost and Mr. Fearing have received no comments

on the 1979-80 budget from any of the Board members.

Mr. Fearing stated that at the last meeting a request was made to

prepare a comparison of inflationary factors using computations based

on current economic data and the inflation factors as originally

projected. Mr. Fearing pointed out that the most significant impact

was in the salary and fringe benefit categories. On July 1, employees

will receive a $225 salary bonus plus about $25 in fringe benefits. It

has been estimated that the total cost to the Hospital will be $625,500

in salaries and $69,500 in fringe benefit costs for a total of $695,000.

Mr. Larson added that there were only three other areas in which

inflation factor changes were found: Raw Food - increase of $25,000,

Medical Supplies - increase of $88,000, General Supplies & Expense 

increase of $88,000.

Mr. France commented that Rate Review should be made aware of the

difference in inflationary factor projections in the above categories

and that UMH&C will be ~'perating under a conservative budget for 1979-80.
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It was recommended by Mr. Fearing that the original budget as

presented be approved, which is basically a 10.0% increase per

adjusted admission, 10.08% increase in price and 13.15% increase

in total revenues, and that certain strategies which will impact

the operating costs in general be pursued.

Dr. Brown made a motion for final approval of the 1979-80 budget.

Mr. Quistgard seconded the motion and it passed unanimously.

Mr. Van Hu1zen then commented on the strategies being pursued by

UMH&C which will impact the operating cost. The first is a proposal

by Servicemaster which would enhance the Housekeeping Program and

save UMH&C approximately $500,000. A contract with Servicemaster

for a program which would meet the needs of the Hospital and create

both efficiency improvement and quality improvement is being negotiated

at the present time.

Another potential strategy Mr. Van Hu1zen mentioned would be to

petition the University to allow the Hospital to give employees the

floating holiday as a personal holiday so it could be distributed

throughout the work force over the year to decrease the overtime impact.

As a budget related item, the committee discussed the need to develop

a position document which recognizes the distinctive responsibilities

of this type of institution and that those responsibilities be taken

into account in determining federal and state cost containment guide

lines. It was suggested that a session be established with

Senator Durenberger in which to state our position.
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IV Emergency Physicians Request Update

As a point of information for the committee, Mr. Greg Hart,

Administrator for Ambulatory Care, presented an update on the

E.R. physicians billing contract. He briefly summarized the

history of the issue and then reviewed the four key financial

conditions of the contract between UMH&C and the Department of

Medicine. Mr. Hart also outlined the year end projections which

showed that the Hospitals would be obligated to pay the department

nothing of the $100,000 contingency. The department, however, has

asked to be released from certain points of the contract which

would mean paying them from $25,000 to $74,000 of the $100,000

contingency. Discussions will be held with Dr. Ferris and his

administrator regarding this issue and a final determination as

to the outcome of the program will be made at that time.

Other

Mr. Fearing mentioned that Mr. Henry Precht, Office of Iranian

Affairs of the State Department in Washington, DC, has been

contacted regarding payment of outstanding Iranian accounts and

further information will be forwarded to his office for consideration.

The Facilities Committee will be reviewing the capital budget at

their meeting today for tentative approval by the full Board.

Next month the Bone Marrow Transplant Program impact statement

will be available for review by the Finance Committee.

Mr. Cost suggested that committee members submit any suggestions

they may have for improving next year's budgeting process to him

or Mr. Fearing.
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UNIVERSITY OF MINNESOTA
TWIN CITIES

University Hospitals
Minneapolis, Minnesota 55455

May 16, 1979

\'

TO:

FROM:

Outpatient Census
during April, the
total to 160,440.
of 168,492 visits.

SUBJECT: Report of Operations for the Period July 1, 1978
through April 30, 1979

The financial statements for the month of April continue to reflect
a stable and positive operating position. To highlight our position:

Inpatient Census - During the month of April there was a moderate
increase in the utilization of inpatient beds. An average length
of-stay for the month of 9.6 days coupled with an admission level
(1,917 admissions) that was close to our projections produced an
overall occupancy for the month of 76.0%. April's average daily
census of 570.7 is the highest this fiscal year. The slight increase
in inpatient census during April was scattered among several services.

To recap our inpatient census April year-to-date (YTD):
%

Budget Actual Variance Variance

Patient Days 166,370 165,835 (535) (0.3)%
Admissions 18,601 18,009 (592) (3.2)%
Avg Length of Stay (Days) 8.9 9.2 0.3
Occupancy 72.2% 71.9% (0.3)%

- Although there was a slight decline in cline census
total visits for the month of 16,550 brought the YTD
The year-to-date variance is 4.8% below our projection

Our clinic activity, however, is still equal to our levels of last
fiscal year at this time. Total outpatient revenues continue to be
approximately 12% of our total patient revenue base.

HEALTH SCIENCES
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Board of Governors Finance Committee
May 16, 1979
Page 2

Financial Operations - Patient care charges continue to remain slightly
above budget showing a favorable variance of 1.7%. Operating expenses
on the other hand continue to be below budget with a favorable variance
of 1.0%.

April's operations resulted in revenues in excess of expenses of $180,912.
This increased the YTD total of revenues over expenses to $1,390,347.
Our relatively stable position continues to reflect the same mix and
utilization factors that have been in evidence over the last several
months.

Accounts Receivable - As of April 30, 1979 the balance in patient accounts
receivable totaled $18,711,789. This balance represents 77.6 days of
revenue outstandin~. The increase of 2.9 days in days of revenue out
standing is largely due to the timing of payments from Blue Cross and
Medicare. On May 1, the Hospital received payment from these two
sources totaling almost $663,000. Had these payments been posted on
April 30, the number of days revenue outstanding would have been at 74.9.

In summary, our financial position continues to be positive and there
has been little change in the composition of our financial statements.
Given this continued stability in our operations, we are optimistic
in achieving our financial objectives for the 1978-79 fiscal year.

NL/tr
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UNIVERSITY OF MINNESOTA HOSPITALS AND CLINICS.
INPATIENT CENSUS DATA BY MAJOR CATEGORY

YEAR TO DATE APRIL 30, 1979

Inpatient Days Admissions i. Occupancy Average L.O.S.
Available Current Current Current Current

Beds Bud Actual Bud Actual Bud Actual Prior Yr Actual

Medical/Surgical 432 101,403 96,905 12,610 12,128 76.9 73.5 8.0 8.0

Pediatrics 94 19,748 20,670 2,652 2,407 69.1 72.3 7.8 8.6

Obstetrics 26 4,891 4,772 796 878 61. 9 60.4 5.8 5.4

Newborn 20 3,344 3,440 657 740 55.0 56.6 4.7 4.7

Psychiatry 60 12,794 14,304 355 397 64.1 71. 7 38.9 36.6

Rehabilitation 40 7,137 6,833 242 253 58.7 56.2 27.5 28.6

Intensive Care-Adult 55 :1,1,879 12,403 975 845 71. 0 74.2 12.8 14.7

Intensive Care-Peds 24 5,174 ~O8 314 361 70.9 89.2 17.5 18.0

Total .' 751 166,370 165,835 18,601 18;009 72.2 71. 9 9.0 9.2
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,UNIVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF OPERATIONS

FOR PERIOD JULY 1, 1978 TO APRIL 30, 1979

Gross Patient Charges

Deductions from Charges

Other Operating Revenue

Total Revenue from Operations

Expenditures
Salaries
Fringe Benefits
Contract Compensation
Med. Supplies, Drugs, Blood
Campus Admin. Expense
Depreciation
General Supplies & Expense

Total Expenditures

Net Revenue from Operations

Non-Operating Revenue
Appropriations/Univ. Support
Accrued Interest Income

Total Non-Oper. Rev.

Revenue Over/(Under) Expenses

'Variance
Over/ (Under)' 'Variance

Budget Actual Budget %

$72,092,515 $73,329,000 $1,236,485 1.7

4,818,752 4,632,755 (185,997) (3.9)

1,404,401 1,456,724 52,323 3.7

$68,678,164 $70,152,969 $1,474,805 2,.1

$35,922,597 $36,328,181 $ 405,534 1.1
7,075,21~ 6,420,338 (654,877) (9.3)
6,317,453 6,412,566 95,113 1.5

10,368,852 11,380,231 1,011,379 9.8
3,030,008 3,030,008
2,482,647 2,120,644 (362,003) (14.6)

12,404,161 11,126,938 (1,277 ,223) (l0.3)
$77,600,933 $76,818,906 $ (782,027) (1. 0)

$(8,922,769) $(6,665,937) $2,256,832 25.3

$ 7,584,612 $ 7,584,612
471,672 471,672

$ 8,056,284 $ 8,056,284

$ (866,485) $ 1,390,347 $2,256,832 (1)

(1) Variance equals 3.3% of Total Budgeted Revenue.
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UNIVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF OPERATIONS, FpR PERIOD JULY 1, 1978 TO APRIL 30, 1979

Variance
Over/ (Under) Variance

Budgeted Actual Budget %, PATIENT CARE CHARGES
Routine $27,395,547 $27,664,216 $ 268,669 1.0
Ancillary 43,817,853 44,917,438 1,099,585 2.5
Profeesiona1 Fees 879,115 747,346 (131,769) (15.0)

Grose Charaes $72,092,515 $73,329,000 $1,236,485 1.7

DEDUCTIONS FROM CHARGES
Pro Fees Paid $ 720,874 $ 624,261 $ (96,613) (13.4)
Third Party Contract Adj. 67,459 67,459
Billing Adjustments &

Employee Benefits 918,433 1,145,725 227,292 24.7
Charitable Care 880,587 597.001 (283,586) (32.2)
Other Contract Adj. 1,150,011 1,111,782 (38,229) (3.3)
Allow for Unco11 Accts 1,081.388 1,099,832 18,444 1.7
Donations from Restricted

Funds (13,305) (13,305)
Total Deductions $ 4,818,752 $ 4,632,755 $ (185,99;) (3.9)

OTHER OPERATING REVEh1JE
Food Services $ 711,895 $ 786,553 $ 74,658 10.5
Powell Hall Hotel 204,060 199,174 (4,886) (2.4)
Departmental Non-Patient 173,568 141,560 (32,008) (18.4)
Reference Lab Income 314,878 314,878
Donations to Operations

from Restricted Funds 14,559 14,559
Total Other Revenue $ 1,404,401 $ 1,456,724 $ 52,323 3.7

Total Revenue from Operations $68,678,164 $70,152,969 $1,474,805 2.1, EXPENDITURES
Salaries $35,922,597 $36,328,181 $ 405,584 1.1
Fringe Benefi ts 7,075,215 6,420,338 (654,877) (9.3)
Accrued Vacation & Timeback 195,726 195,726
Academic Contracts 1,027,932 1,027,932
Resident Contracts 2,421,859 2,421,859
Physician Compensation 2,867,662 2,962,775 95,113 3.3

Total Salaries, Wages
F. B., and Fees 49,510,991 49,356,811 (154,180) (0.3)

Laundry r. Linens 1,204,904 1,252,859 47,955 4.0
Raw Food 1,123,566 1,026,053 (97,513) (8.7)
Drugs 4,354,643 4,421,082 66,439 1.5
Blood r. Blood Derivatives 1,681,519 2,377,719 696,200 41.4
Hedica1 Supplies 4,332,690 4,581,430 248,740 5.7
Utilities 906,361 859,850 (46,511) (5.1)
Insurance 1,389,825 985,121 (404,704) (29.1)
Rental 656,494 716,902 60,408 9.2
Maintenance & Repair 1,328,151 1,132,137 (196,014) (14.8)
Co_unications 565,439 576,188 10,749 1.9
Net Loss on Disposal

of Aesets 33,778 33,778
C&IIIpue Adm. Exp. 3,030,008 3,030,008
Depreciation 2,482,647 2,120,644 (362,003) (14.6)
General Supp1iee & Exp. 5,033,695 4,348,324 (685,371) (13.6)

Total Expenditures $77,600,933 $76,818,906 $ (782,027) (1. 0)

Net Revenue from Operations $(8,92~,769) $(6,665,937) $2,256,832 25.3

NON-OPERATING REVENUE
Appropriations and Support $ 7,584,612 $ 7,584,612
Accrued lntereat on Approp. 157,511 157,511
Intereat Income on Reserves 314,161 314,161

Tetal Non-cperating Rev. $ 8,056,284 $ 8,056,284

c.-
Total Revenue Over(Under) Exp. $ (866,485) $ 1,390,347 $2,256,832 (1)

(1) Variance equals 3.3~ of Total Budgeted Revenue.
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, UNIVERSITY OF MINNESOTA HOSPITALS
OPERATING CASH FLOW

FOR PERIOD JULY 1, 1978 TO APRIL 30, 1979

309,620

1,390,347

$

\~'\

~65,937)
8,0~~

"-

~"i..120.644
3'0~0,008

5O}332
2,927,992

66,477

G&A
K/E Utilities

Increase in Accrued Expenses
Other Adjustments (A)

Source of Funds
Beginning Cash Balance

Loss from Operations
Non-Operating Revenue

Excess of Reve~e over Expense
Items not Requiring the Outlay

of Cash:
Depreciation
University Support:

Total Funds Provided from Operations $9,895,420

"
Funds Applied

Transfers to Plant:
Capital Expenditures
Increase in Capital Encumbrances

Total Transfers to Plant

2,556,759
997,095

3,553,854

Increase in Accounts Receivable
Increase in Accrued Revenue
Increase in Inventories

2'51,398
841,892
542,962

Total Funds Applied $5,190,106

Total Net Operating Cash Available $4,705,314 (1)

'\
\

(1) Available for offsetting future cash need of $2,927, 99'~\for increase
in accrued expenses. The excess of $1,777,322 in additib~ to the
increase in accounts receivable of $251,398 provides a tot~l increase
in working capital of $2,028,720.

(A) Property Adjustments - Equipment and minor remodeling projects included
in prior year and current year construction in progress which are now
being expensed.
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UNIVERSITY OF MINNESOTA HOSPITALS AND CLINICS ..
PROJECTED INFLATIONARY INCREASES

BUDGET YEAR 1979-80

Original Revised Original Revised
Inflation Inflation Inflation Inflation
Rates % Rates % Amount Amount . Change

Salaries 5.5 7.0 $2,413,239 $3,038,739 $625,500
Fringe Benefits 4.0 4.0 731,575 801,075 69,500
Academic Contract 7.0 7.0 85,161 85,161
Resident Contract 8.0 8.0 224,788 224,788
Physician Compensation 6.5 6.5 228,493 228,493

$3,683,256 $4,378,256 $695,000

Laundry and Linen 7.0 7.0 114,982 114,982
Raw Food 9.0 11.0 112,787 137,851 25,064
Orugs 8.0 8.0 437,050 437,050
Blood and Blood Derivatives 8.0 8.0 268,682 268,682
Medical Supplies 8.5 10.0 501,340 589,812 88,472
Utilities 14.0 14.0 157,281 157,281
Rental .. 7.0 7.0 59,036 59,036
Maintenance/Repair 7.0 7.0 113,324 113,324
Communications 14.0 14.0 107,255 107,255
Campus C;/A 7.0 7.0 255,000 255,000
General S/E 7.0 8.5 413,709 502,361 88,652

Total $6,223,702 $7,120,890 $897,188

May 16, 1979
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UNIVERSITY OF MINNESOTA
TWIN CITIES

University Hospitals and Clinics
420 Delaware Street S.E.
Minneapolis. Minnesota 55455

May 14, 1979

To: Board of Governors Finance Committee

From: Greg Hart, Assistant Director

Subject: Emergency Depart~ent Professional Fees

Approximately one year ago the Board approved a physician staffing enhancement
for the Emergency Department. The Board also approved a $100,000 contingency
to support this program if necessary.

Based on the Board's approval, we developed a contractual agreement ,.lth the
Department of Medicine. The contract of the ER Nedica1 Director, "lhich the
Hospitals have had for several years with the Department of Neclicine, was
combined with the new physician staffing agreement. The key financial condi
tions of this combined contract are as follows:

a) The Hospitals will bill professional fees for the Department,
subtracting a 25% billing charge for overhead expense and bad
debt coverage.

b) If the amount of professional fees generated (after 25% deduction)
does not reach $140,000 ($100,000 contingency + $40,000 Nedica1
Director), the Hospitals will provide the Department ,.ith the
difference between $140,000 and the amount generated.

c) The $140,000 "guarantee" will be reduced should the Department
have "no-charge" patients higher than 10% of the total patients
seen. (This clause was inserted to ensure that the "guarantee"
clause was not abused by the Department, by failing to charge a
professional fee and drawing directly on the "guarantee.")

d) The Department is at risk and shall be solely responsible for
any costs above the $140,000 level.

HEALTH SCI"":CES
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Board of Governors Finance COIlUllittee
May H, 1979
Pagr~ Two

Based on experience through April, the following year-end projections can be
made:

Thus, based on the above projections, the Hospitals would be obligated to pay
the Department nothing of the $100,000 contingency.

The Department, hml1ever, has asked that they be released from points "c" and
"d" of the contract as listed above. The implications of our agreeing to do
so would mean paying the Department from $25,000 to $74,000 of the $100,000
contingency. We will be discussing the Department's rational.e for their
request \l1ith them in the next few weeks, and will have a final determination
as to the financial outcome of the program at that time.

,

Gross Billings

Minus 25%

Net Reimbursed

Maximum Hospital Obligation

Minus "No-Charge" Reduction

Net "Guarantee"

Amount Owed to Department

$153,520

( 38,380)

$115,140

$140,000

( 25,122)

$114,878

$ 0

•."...,

GH/cm

,



MINUTES
Finance Committee

University of Minnesota Hospitals and Clinics
August 15, 1979

Present: David Cost, Chairman
John Quistgard, Vice Chairman
JoAnne Barr
Al France
Cliff Fearing
Debbie Gruye
Clint Johnson
Ed LaFave
Seymour Levitt
Dan Notto
David Preston
John Westerman

Absent:

Staff :

Guests:

David Brown

Nels Larson
Terry Rosecke

Johnelle Foley
John Herman

The meeting of the Finance Committee of the Board of Governors was called to

order by Chairman Cost at 10:05 a.m. in Room 626 of the Campus Club.

I Approval of June 20, 1979 Minutes

Mr. Quistgard made a motion to approve the minutes of the June 20 meeting.

Mr. Notto seconded the motion and it passed unanimously.

II Rate Review Decision

The committee members were provided with copies of correspondence relating

to Rate Review Panel Fls decision concerning University of Minnesota Hospitals

and Clinics proposed rate increase of 10.0% for fiscal year 1979-80. Mr. Fearing

informed the committee that the Rate Review panel approved an increase of 8.6%,

a reduction of 1.4% or $1,338,740 of revenue. Mr. Fearing added that this

decision was based on two factors. One, that the Hospitals reduce its total
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budgeted FTE's by 76 FTE's. This was determined by increasing the number of

employees .5% in proportion to a .5% increase in patient days. UMH&C requested

clarification of this reduction and the Rate Review panel's response indicated

that the reduction need not necessarily be in positions but could be achieved

through an equivalent dollar amount.

Secondly, it was determined by the Rate Review panel that UMH&C should reduce

receivable days by 3.6 days, from 82.9 days to 79.3 days.

Mr. Fearing pointed out that in making these reductions, the Rate Review panel

failed to take into consideration the change in Federal regulations regarding

the routine cost limitation which became effective July 1, 1979. Had this

change been taken into consideration, UMH&C would have been required to reduce

its operating costs and receivables by an additional $700,000. Because of the

technicality of not taking the new Medicare regulations into consideration, the

impact of the Rate Review decision is a reduction in receivables of $1,275,104

and in operating costs of $38,156.

The Rate Review panel also recommended that the Hospital undertake a plan to

enlarge the future employee contribution to enhanced employee benefits. It was

noted that this issue is being addressed by management, options will be explored

with the Vice Presidents and submitted to the Finance Committee for consideration.

Mr. Fearing stated that UMH&C has three alternatives - comply with the decision,

appeal the decision, or refuse to comply with the decision. It was his recom

mendation to the committee that UMH&C accept the Rate Review decision but, if

operating statements so indicate, a request for an additional rate increase may

be submitted to Rate Review later in the year.

After further discussion by the committee, it was decided to comply with the

Rate Review decision, but send a letter to them explaining that UMH&C will attempt
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to reduce costs and explaining the possible impact it will have on the

institution. A motion to approve this recommendation was made by Dr. Levitt,

seconded by Mr. LaFave, and unanimously approved.

It was also suggested that, inasmuch as this institution is a creation of

the Legislature, we may want to contemplate a bill for enactment to exempt

UMH&C from rate review. Although there was apparent concurrence by the

committee that this would be an appropriate step, no specific action was

initiated.

Mr. Fearing stated that two areas which may require UMH&C to increase rates

later this year are the new regulations on malpractice insurance reimburse

ment and new salary costs not budgeted. He also noted that rates will have

to be restructured to maximize malpractice insurance reimbursement under the

new regulations. It was suggested that Barb Tebbitt, Director of Nursing,

be invited to give a presentation to the Finance Committee to provide some

background on relevant nursing issues, i.e., new salary costs and nursing

shortages.

Mr. Fearing noted that in regard to the Section 223 Routine Cost Limitation

regulations, progress is being made with regard to the Cost Concerns Task

Force recommendations and the process of developing a data base to request

an exception to the regulations.

Mr. Fearing also commented on the status of the new facility financing.

He stated that, since new regulations will result in a shortfall of cash

to build the new facilities, the Ernst & Whinney debt capacity evaluation

is being redone to develop a financially feasible long term budget and

rate program which will allow for construction of the new facilities.

This report will be ready for review late this fall. The committee

inquired as to the status of the University Hospitals Replacement and



-4-

Renewal Project public relations program and suggested Mr. Dickler

address the committee on this program.

III 1978-79 Fourth Quarter Bad Debt Report

The amount recommended for bad debt during the fourth quarter of 1978-79

was $307,207.78 represented by 2,255 accounts. Bad debt recoveries during

this period amounted to $6,219.24 leaving a net charge off of $300,988.54.

A motion was made by Ms. Barr to approve the bad debt write off amount for

the fourth quarter of 1978-79. The motion was seconded by Ms. Gruye and

approved unanimously. Mr. Fearing noted that the total amount of bad

debts for the 1978-79 fiscal year was $1,001,052.22 represented by 5,338

accounts. The recoveries for this period amounted to $41,660.90 leaving

a net charge off of $959,391.32. He pointed out that the net charge off

is equivalent to 1.1% of total charges as compared to a 1.5% budgeted bad

debt accumulation.

IV 1979-80 Finance Committee Agenda

The committee members were provided with two cost containment documents

for review and discussion at the September meeting.

V Other

Mr. Fearing informed the committee that the preliminary 1978-79 year end

financial report will be presented at the September meeting and the audited

financial statements should be ready for presentation at the November meeting.

Mr. France requested that departmental cost and revenue profiles for the

last five years be presented to the committee in the near future and that

Mr. Fearing prepare five year projected cost/revenue profiles upon the

completion of the new Ernst & Whinney report.
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Mr. Quistgard requested that the committee be periodically updated on the

status of the outpatient "no-show" problem and the Emergency Room Agreement

financial status.

There being no further business, the meeting of the Finance Committee was

adjourned at 12:15 p.m.

Respectfully submitted,

/~~~~'-'-.."
Terry Rosecke
Secretary
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MINUTES

Finance Committee
University of Minnesota Hospitals and Clinics

June 20, 1979'

Present: David Cost, Chairman
John Quistgard, Vice Chairman
JoAnne Barr
Dan Notto
David Preston
Cliff Fearing

,

Absent:

Staff:

Guests:

Al France
Debbie Gruye
Clint Johnson
John Westerman
David Brown
Seymour Levitt

Nels Larson
Terry Rosecke

Johnelle Foley

The meeting of the Finance Committee of the Board of Governors was called

to order by Chairman Cost at 10:35 a.m. in Room 625 of the Campus Club.

I Approval of May 16, 1979 Minutes of Meeting

Mr. Quistgard made a motion to approve the minutes of the May 16 meeting.

Mr. Notto seconded the motion and it passed unanimously.

II May Year to Date Financial Statements

Mr. Larson began by noting that the operating position of the hospital

continues to remain stable with no significant changes during the month

of May. The inpatient census for the month was 1,874 admissions, 17,435

patient days and an average length of stay of 9.1 days. Average occupancy

during May was 74.9%.

On a year to date basis, patient days were 183,270 compared to a projection

of 183,557 for a variance of .2% below budget. Admissions were below
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projections by 3.1% and the average length of stay of 9.2 days continues

to be higher than anticipated. Mr. Larson stated that the clinic census

improved during the month of May with 17,856 visits. This is 1.9% below

the projected month's census of 18,206 visits.

Mr. Larson added that patient care charges remain above budget and

operating expenses continue to be below budget resulting in revenues

in excess of expense of $344,880. The year to date operating position

shows revenues over expense of $1,735,227.

Mr. Larson also noted that the balance in patient accounts receivable

at the end of May was $18,788,320 which represents 77.5 days of revenue

outstanding.

The operating cash position for the month declined approximately $1,000,000

due to three months of laundry charges which had been accrued and paid for

and also, at the end of May, there were only 11 days of salaries and fringe

benefits payable compared to 22 days at the end of April.

It was suggested that, on a quarterly basis, the operating cash flow

statement should include anticipated goals as well as actual figures for

comparison purposes.

Ms. Barr suggested that the Statement of Operations include the previous

month's total variance figure as well as the variance figure from the

previous year.

It was mentioned by the committee members that they would appreciate

being provided with any financial presentations which are made to the

Board of Regents. The Committee also indicated that it may be of interest

to the Board of Governors for the Ambulatory Care Management Council to

report on the outpatient program's operations including plans, goals,

problems and other significant issues.
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~ III University of Minnesota Hospitals & Clinics Response to SHUR

For information purposes, committee members were provided with a copy of

UMH&C's letter of response to the Department of Health, Education, and

Welfare regarding the System for Hospital Uniform Reporting (SHUR). The

proposed regulations would require all hospitals to set up their accounting

systems in the same way. UMH&C's response states its position on these

regulations noting that the most significant flaw in the proposed system

is that no objectives have been established.

IV Other

The Bone Marrow Program impact statement has been finalized and will be

presented to both the Finance Committee and the full Board of Governors

at the August meetings.

There being no further business, the meeting of the Finance Committee was

adjourned at 12:00.

Respectfully submitted,
-,..".,._0 --~-) J.
/~~
Terry Rosecke
Secretary



~IVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF OPERATIONS

FOR PERIOD JULY 1, 1978 TO MAY 31, 1979

'Variance
Over/CUnder) 'Variance

Budget Actual Budget %

Gross Patient Charges $79,573,265 $80,866.986 $1,293.721 1.6

Deductions from Charges 5,317,324 5,098,702 (218,622) (4.1)

Other Operating Revenue 1,548.589 1,613.262 64.673 4.2

Total Revenue from Operations $75.804,530 $77,381,546 $1,577 ,016 2.1

Expenditures
Salaries $39.725.975 $40,083,644 $ 357,669 0.9
Fringe Benefits 7,824,326 7,152,661 (671,665) (8.6)
Contract Compensation 6,961,667 7.044,833 83,166 1.2
Med. Supplies, Drugs, Blood 11,426,205 12,~74,705 948,500 8.3
Campus Admin. Expense 3,338,989 3,338,989
Depreciation 2,735,808 2,332,706 (403,102) (14.7)

..JGeneral Supplies & Expense 13,674,~98 12,254,669 (1,420,029) (10.4)
Total Expenditures $85.687,668 $84,582,207 $(1,105,461) ( 1. 3)

Net Revenue from Operations $(9,883,138) $(7,200,661) $2,682,477 27.1

Non-Operating Revenue
Appropriations/Univ. Support $ 8,358,043 $ 8,416,118 $ 58,075 0.7
Accrued Interest Income 519,770 519,770

Total Non-Oper. Rev. $ 8,877,813 $ 8,935,888 $ 58,075 0.7

Revenue Over/(Under) Expenses $(1,005,325) $ 1,735,227 $2,740,552 (1)

(1) Variance equals 3.6% of Total Budgeted Revenue .

.'
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MINUTES

Finance Committee
University of Minnesota Hospitals and Clinics

September 19, 1979

Present: David Cost, Chairman
John Quistgard, Vice Chairman
JoAnne Barr
David Brown
Cliff Fearing
A1 France
Debbie Gruye
Clint Johnson
Dan Notto
David Preston
John Westerman

Absent:

Staff:

Guests:

Seymour Levitt
Ed LaFave

Nels Larson
Terry Rosecke

Dave Domaas
Tom Ferris
Johnelle Foley
Greg Hart
John Herman

The meeting of the Finance Committee of the Board of Governors was called to

order by Chairman Cost at 9:05 a.m. in Room 626 of the Campus Club.

Chairman Cost introduced Mr. Dave Domaas, a Health Sciences student, who has

been nominated by the Council for Health Interdisciplinary Programs to replace

Mr. Dan Notto as the Health Sciences' student representative on the Board of

Governors.

I Approval of August 15, 1979 Meeting Minutes

Ms. Gruye made a motion to approve the minutes of the August 15 meeting.

Mr. Johnson seconded the motion and it passed unanimously.

II Ambulatory Care Council Presentation

Dr. Tom Ferris, Chairman of the Ambulatory Care Management Council, and

Mr. Greg Hart, Associate Director-UMH&C, were asked to present an update
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on the operations of the outpatient clinics and the role of the Ambulatory

Care Management Council. Mr. Hart provided background information on the

Ambulatory Care Management Council and reviewed the principles and guidelines

which have been established for ambulatory care financing by the ACMC. He

noted that ACMC plays a very direct and active role in the ambulatory care

budget process and one of its main budgeting objectives is to "break even."

Mr. Hart pointed out that one of the major factors which impacts the break

even position is the setting of prices in ambulatory care as low as possible

in order to stay within the marketplace and still provide quality care.

Legislative appropriations allocated to ambulatory care have been used to

cover indirect costs and direct costs are covered by patient generated

revenue. Mr. Hart noted that the SHUR regulations may take away some of

the flexibility we now have in allocating costs. He added that another

important factor impacting the break even position is patient volume.

Mr. Hart stated that at UMH&C new-to-clinic patient volume is growing,

but there is a decline in return patients. Surveys have been taken on

non-return patients and "no-show" patients but have been non-conclusive

and are being studied further. Dr. Ferris noted that we are operating in

a more competitive environment than ever before and added that the majority

of services are now accepting self-referral patients.

It was suggested that a semi-annual report be made to the Finance Committee

by the ACMC regarding the status of the "no-show" problem and other

pertinent matters regarding the operations of ambulatory care.

III 1978-79 Year End Preliminary Financial Statement Review

Mr. Larson began by noting that the statement of operations at the end

of June varies little from previous months.

J
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He pointed out that the inpatient census for the 1978-79 fiscal year was

200,071 days, a decline of 429 days or .2% from the previous year. Admissions

for the year declined 2.6% from 1977-78. He added that the most significant

change in census has been an increase in the average length of stay. The

overall average for 1978-79 was 9.2 days compared to 8.9 days for 1977-78.

The hospitals outpatient clinic census declined from 195,631 visits in

1977-78 to 194,517 visits in 1978-79.

Mr. Larson, in continuing his report, noted that patient care revenue

showed a 1.5% favorable variance over budget. Increase in revenue over

last year of 13.8% was the result of the 7.06% price increase approved by

the Board of Governors for the 1978-79 budget year and a 6.74% increase in

revenues due to changes in the mix and intensity of patient care services.

Mr. Larson added that operating expenses for the year totaled $92,606,850.

This total is below budget and represents a favorable variance of 1.0%.

In the areas where there were increased expenditures over budget, it was

associated with the increase in utilization and intensity of services.

Expenditures related to our capital building and remodeling programs were

below budget due primarily to delays in project completion.

Mr. Larson reviewed the expense categories in which significant changes from

the previous year were evident such as Salaries, Fringe Benefits, Medical

Supplies, Blood & Blood Derivatives, Insurance, and Depreciation.

Mr. Larson went on to note that the balance in patients accounts receivable

as of June 30, 1979 was $19,788,378. The balance represents 80.7 days of

revenue outstanding, up 0.9 days from the 79.8 days as of June 30, 1978.

In the area of capital expenditures $8,483,000 was funded out of operations.

In addition, $3.4 million was funded out of the Reserve Fund to finance the

total $11,903,000 of capital expenditures this year. Mr. Larson stated that
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at the end of June, the Reserve Fund balance was $8,322,140 of which

$1.9 million must be retained to meet the requirements of our liability

insurance policy. The balance of the Reserve Funds will be used to fund

future capital projects and provide reserves for uninsured malpractice

claims.

The University of Minnesota Hospitals and Clinics experienced an 11.1%

increase in costs for 1979, a full 0.5% favorable variance when compared

to the voluntary effort goal of 11.6%.

Mr. Larson also briefly reviewed several charts and graphs showing

statistical data for 1978-79, five year comparisons for major census

indicators, and five year comparisons of average costs per patient day,

per admission and per clinic visit. Mr. Larson pointed out that cash

available at the end of the year was $424,111. He added that on the

Change in Funds Statement and the Balance Sheet, the only significant

change was the capitalization of the Phillips-Wangensteen Building.

IV August 1979 YTD Financial Statements

Mr. Larson began by noting that for August, YTD the inpatient census showed

a favorable variance of 2.9% and admissions are continuing below budget by

0.9%. The August YTD average length of stay increased to 9.9 days. Out

patient visits continue to be below budget showing a 4.2% unfavorable

variance through August. Mr. Larson explained that, due to the increase

in patient day census, revenue variance is favorable. July and August

operations resulted in a year-to-date excess of revenue over expense of

$1,303,165. Expenditure levels are below budget because of lower than

anticipated utilization levels in the drug and blood and blood derivatives

areas and a normal lag in recognizing minor remodeling costs as well as

depreciation expense on assets not yet capitalized.
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In continuing his report, Mr. Larson added that accounts receivable has

increased to $21,963,001 representing 80.8 days.

In summary, Mr. Larson noted that the favorable variance in routine in

patient charges will be impacted by the rate change implemented on

September 1, 1979.

It was mentioned by Mr. France that the combination of the admission rate

decreasing and length of stay increasing could be misleading to those who

do not have an understanding of the patient mix and the acuity of illnesses

involved and suggested that an article be written for publication explaining

this situation.

Mr. Larson then concluded with a review of the inpatient census summary

and the graphs showing July and August activity.

Mr. France requested that in the future the census summary show two

length of stay calculations; one including Psych and Rehab and one

omitting Psych and Rehab.

V Malpractice Insurance Premium Rate Restructuring

Mr. Fearing provided the committee with a written statement explaining the

Medicare/Medicaid malpractice insurance reimbursement regulation changes

and subsequent UMH&C's rate restructuring. He noted that basically this

rate restructuring will increase, by $393,434, the charges to the non-federal

patients. However, since it is a Medicare requirement to charge all patients

equally for services, the total charges must increase by $605,284 and UMH&C

will increase its contract adjustment account by $605,284 for the change in

regulations effective July 1, 1979. Mr. Fearing pointed out that this does

not represent an increase to our net patient revenues and does not require

a submission to rate review.
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A motion to approve this rate restructuring to offset the impact of the

Medicare/Medicaid malpractice insurance reimbursement regulation and pass

those costs on to the non-federal patients was made by Mr. France, seconded

by Mr. Quistgard, and approved unanimously by the committee.

VI University Hospitals & Clinics Financial Concerns Update

Mr. Fearing commented on new regulation changes which may create significant

financial problems to be faced by UMH&C not only this year but in future

years and how these problems are being addressed.

He noted that, effective July 1, 1979, Medicare/Medicaid changed their

method of reimbursement for malpractice insurance. He added that because

of these changes, UMH&C will have to restructure rates in order to capture

the malpractice insurance premiums from the non-federal patients.

Also, in compliance with the Rate Review Panel's decision, rates were reduced

by 1.4% as of September I which will result in an annualized rate reduction

of $1,303,260. This rate reduction will be considered in the standard

quarterly review. Mr. Fearing added I hat UMH&C has had several adjustments

to the original 1979-80 budget and several are still pending which could

total $1,350,000 or more in additional costs. He stated that these increases

will be reviewed in the perspective of overall operating revenues and expenses.

Mr. Fearing pointed out that the most significant financial concern to be

addressed is the impact of the routine cost limitation. He noted that we

are in the process of obtaining information from HCFA on new methods of

determining reasonable cost limitations which will be placed on all hospitals

including the ancillary areas in 1980-81. Mr. Fearing went on to explain

that these limitations in themselves do not negate our financing a new

facility because the new regulations omit capital costs from their base,
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but without an exception to the limits, UMH&C will not have enough cash

flow to finance its operations at present levels of quality. He added

that further regulations which may also have an impact on UMH&C are the

Section 227 Teaching and Physician Reimbursement regulations and the SHUR

system. He explained that several steps are being taken to address these

long range concerns such as redoing the debt capacity evaluation, working

on an exception request, evaluating the structure of our routine stations

to ascertain the financial impact of the development of Pediatric, Septic,

and Transplant intensive care units, holding discussions with the Department

of Health Services Research on the research studies being done on educational

costs and disease related group reimbursement, establishing an internal

Finance/Budget Committee, and several others.

VII Statement of Financial Policies & Requirements Discussion

Mr. Fearing reminded the committee that the response of the Cost Concerns

Task Force outlined three objectives in regard to the Statement of Financial

Policies and Requirements document to be reviewed by the Finance Committee.

Mr. Fearing suggested that because of the interaction of the three objectives,

they be considered simultaneously. He indicated that both staff and committee

members will provide relevant questions, issues, and policies for discussion

and consideration on a monthly basis over the next year.

VIII Other

Mr. Fearing mentioned that the Planning and Development Committee is reviewing

the Certificate of Need application for the lab remodeling at their meeting

today. The total cost is approximately $7.3 million and was included in the

long range capital planning.

There being no further business, the meeting of the Finance Committee was

adjourned at 12:10 p.m.

Respe~tfurIY·~~mitted'I

I-LA-.'LL/~~
Terry R~ecke



UNIVERSITY OF MINNESOTA
TWIN CITIES

University Hospitals and Clinics
420 Delaware Street S.E.
Minneapolis. Minnesota 55455

November 14, 1979

TO: Board of Governors Finance Committee

FROM: Clifford P. Fearing

RE: Bad Debts July 1, 1979 to October 31, 1979

The total amount recommended for bad debt during the first four
months of fiscal year 1979-80 is $199,748.16. Bad debt recoveries
during this period amounted to $14,067.65, leaving a net charge off
of $185,680.51. A statistical summary is attached with descriptions
of losses over $2,000 and recoveries over $200.

During the first quarter of 1979-80, UMH&C was doing an indepth review
of our accounts receivable billing system. This review located several
problems which required immediate correction. These corrections de
layed our normal bad debt review during September. For this reason
our first quarter bad debts were significantly less than normal. As
of 10/31/79 these problems that were identified appear to be corrected
and our systems are functioning normally. Due to these delays, we
are presenting four months of bad debts for your review.

The total bad debts for the first four months are 0.60% of the total
charges. This compares to a budgeted level of bad debts of 1.25%.

CPF /tr

enc.

HEALTH SCIENCES



UNIVERSITY HOSPITALS AND CLINICS
BAD DEBT STATISTICS

Firs: Quarter Total
Plus October 1979

02-68,69,74

$2,000 & over TOTAL

63,043.00 116,823.57

3,849.47 7,971. 24

59.193.53 108,852.33 .

11 347

1 39

OUTPATIENT 0011 ar Ranges
Below $50 $50 - $999

DOLLAR AMOUNT 18,131.59 56,142.90

RECOVERIES 1,101.30 4,995.11

NET DOLLAR AMOUNT 17,OJO.29 51,147.79

NUMBER OF ACCOUNTS 776 446

NUMBER OF RECOVERIES 58 30

INPATIENT Do 11a r Ranges
Below $j00 $100 - $1,999

DOLLAR AMOUNT 4,598.40 49,182.17

RECOVERIES 648.22 3,473.55

NET DOLLAR AMOUNT 3,950.18 45,708.62

NUMBER OF ACCOUNTS 204 132

NUMBER OF RECOVERIES 30 8

SUMHARY

TOTAL DOLLAR AMOUNT - INPATIENT & OUTPATIENT

TOTAL RECOVERIES AMOUNT - INPATIENT & OUTPATIENT

NET DOLLAR AMOUNT - INPATIENT & OUTPATIENT

TOTAL NUMBER OF ACCOUNTS - INPATIENT & OUTPATIENT

TOTAL NUMBER OF RECOVERIES - INPATIENT & OUTPATIENT

~ .OF OUTPATIENT NUMBER TO TOTAL NUMBER

%OF OUTPATIENT AMOUNT TO TOTAL AMOUNT

%OF INPATIENT NUMBER TO TOTAL NUMBER
•

t OF INPATJ ENT .AMOUNT TO TOTAL AMOUNT

$1,000 & over

8,650.10

8,650.10

6

TOTAL

82,924.59

6,096.41

76,828.18

1248

88

$199,748.16

$ 14,067.65

$ 185,680.51

1595

127

78.24

41.51

21. 76

58.. 49

ATTACHED IS A BRIEF DESCRIPTION OF ACCOUrns OVER $2,000 AND RECOVERIES OVER $200.

,.



UNIVERSITY HOSPITALS AND CLINICS
BAD DEBT STATISTICS

First Quarter Totals
Plus October 1979

02-68 Bad Debts

TOTAL DOLLAR AMOUNT - INPATIENT & OuTPATIENT

TOTAL RECOVERIES AMOUNT - INPATIENT & OUTPATIENT

NET DOLLAR AMOUNT - INPATIENT & OUTPATIENT

TOTAL NUMBER OF ACCOUNTS - INPATIENT & OUTPATIENT

$1,000 & over

5,494.47

5,494.47

4

$2 1000 & over

63,043.00

63,043.00

11

TOTAL

73,714.70

3,979.70

69,735.00

1192

72

TOTAL

112,856.11

3,615.63

109,240.43

305

28

$ 186.570.81

$ 7,595.33

$ 178,975.48 .

.1497

TOTAL NUMBER OF RECOVERIES - INPATIENT & OUTPATIENT

%.OF OUTPATIENT NUMBER TO TOTAL NUMBER

%OF OUTPATIENT AMOUNT TO TOTAL AMOUNT

% OF INPATIENT NUMBER TO TOTAL NUMBER

%OF INPATIENT .AMOUNT TO TOTAL AMOUNT

100.

79.63

39.51

20.37

60.49

ATTACHED IS A BRIEF DESCRIPTION OF ACCOUNTS OVER $2,000 AND RECOVERIES OVER $200 •

.J
I

Ir



UNIVERSITY HOSPITALS AND CLINICS
BAD DEBT STATISTICS

First Quarter Totals
Plus October 1979

02-69
T &R Bad Debt Medicare

OUTPATIENT Dollar Ranges
Below S50 S50 - S999

DOLLAR AMOUNT 254.31 5,103.95

RECOVERI ES_' 56.70 2,017.99

NET DOLLAR AMOUNT 197.61 3,085.96

NUMBER OF ACCOUNTS 22 29

NUMBER OF RECOVERIES 4 11

INPATIENT Do l1ar Ranges
Below S100 S100 - $1,999

DOLLAR AMOUNT 205.58 3,761.88

RECOVERIES 148.43 357.71

NET DOLLAR AMOUNT 57.15 3,404.17

NUMBER OF ACCOUNTS 17 25

NUMBER OF RECOVERIES 8 2

SUMHARY

$1 •000 & ove r

$2,000 & over

3,849.47

(3,849.47)

1

TOTAL

5,358.26

2,074.69

3,283.57

51

15

TOTAL

3,967.46

4,355.61

(388.15)

. 42

11

TOTAL DOLLAR AMOUNT - INPATIENT & OUTPATIENT

TOTAL RECOVERIES AMOUNT - INPATIENT & OUTPATIENT
•

NET DOLLAR AMOUNT - INPATIENT & OUTPATIENT

TOTAL NUMBER OF ACCOUNTS - INPATIENT & OUTPATIENT

TOTAL NUMBER OF RECOVERIES - I~PATIENT & OUTPATIENT

%OF OUTPATIENT NUMBER TO TOTAL NUMBER

%OF OUTPATIENT AMOUNT TO TOTAL AMOUNT

% OF J NPAT IENT NUMBER TO TOTAL NUMBER
.

% OF INPAT lENT .AMOUrn TO TOTAL AMOUNT

$9 ,325 n
~.•

$ 6.430 30

$ 2.895 42

93

26

54.84 c..

57.46 c..

45.16 c..

- 42.54 c..

ATTACHED IS A BRIEF DESCRIPTION OF ACCOUNTS OVER $2,000 AND RECOVERIES OVER $200.



Below S50
Dollar Ranges

NET DOLLAR AMOUNT (42.02)

$1.000 & over TOTAL

3,851.63

42.02

3,809.61

02-74
G - Bad Debts
Medicare N.R.

First Quarter Total Plus
October 1979 -----

3,155.63

3,155.63

696.00

S50 - $999

696.00

UNIVERSITY HOSPITALS AND CLINICS
BAD DEBT STATISTICS

42.02RECOVERI ES_.

DOLLAR AMOUNT

OUTPATIENT

NUMBER OF ACCOUNTS

NUMBER OF RECOVERIES 1

3 2 5

1

INPATIENT
Below $f00

Do l1ar Ranges
$100 - $1,999 $2.000 & over TOTAL

DOLLAR AMOUNT

RECOVERIES

NET DOLLAR AMOUNT

NUMBER OF ACCOUNTS

NUMBER OF RECOVERIES

SUMHARY

TOTAL DOLLAR AMOUNT - INPATIENT & OUTPATIENT

TOTAL RECOVERIES AMOUNT - INPATIENT & OUTPATIENT

NET DOLLAR AMOUNT - INPATIENT & OUTPATIENT

TOTAL NUMBER OF ACCOUNTS - INPATIENT & OUTPATIENT

TOTAL NUMBER OF RECOVERIES - INPATIENT & OUTPATIENT

.... $ 3.851.63
--~.

S 42.02

$ 3,809.61

5

1

%OF OUTPATIENT NUMBER TO TOTAL NUMBER

%OF OUTPATIENT AMOUNT TO TOTAL AMOUNT

%OF INPATIENT NUMBER TO TOTAL NUMBER-
% OF INPAT lENT .AMOUNT TO TOTAL AMOUNT

ATTACHED IS A BRIEF DESCRIPTION OF ACCOUlnS OVER $2,000 AND RECOVERIES OVER $200.

J
I

I.
Ir



NAME -'

T &R BAD DEBTS
Over $2000.00

7-1-79 to 9-30-79

ACCOUNT NUMBER AMOUNT

FEST, RYAN 430602-3 $ 2,260.12
Patient admitted 1-78:' Parents have filed bankruptcy. Uncollectable.

GRAVELLE, DONALD 430855-7 $ 2,276.68

Patient admitted 1-78. Patient now deceased. No estate.
Returned uncollectable from retained collection '

MARTINEAU, DORINDA 458547-7 ". . $ 5,204.31

Patient admitted 4-79. Returned uncollectable from retained
collection service. Bankruptcy



NAME

BAD DEBT RECOVERIES
Over $200.00

7-1-79 to 9-30-79

ACCOUNT NUMBER , AMOUNT

BAUER, HERSCHEL T. 394406-3 $ 249.23
Blue Cross adjustment on old account.

ELAGUIZY, AMR 297901-1 $ 200.00
AMAC recovery on 1975 account.

KRAGNESS, LORRAINE 397081-1 $ 502.69
MA adjustment on 1977 account.

SANDBERG, NANCY 397192-6 $ 294.00
UH papers approved retroactive to cover 'old account.

STEVENS, DANIEL 549913-2 $ 300.00
At4AC recovery on 1971 account.

. .



NAME

BAUER, HERSCHEL T.

T & R BAD DEBTS
OVER $2000

10-1-79 - 10-31-79

ACCOUNT NUMBER

445885-7

AMOUNT

$2,866.96

Patient admitted 9-78 for kidney transplant. Now disabled on
Social SeQJrity and on Public Assistance. Uncollectable.

COLVIN, JOSIE 475001-2 $5,550.69

Patient currently in hospital. Parents unemployed. Not eligible
for Public Assistance based on residence requirements. Parents
have no funds to pay.

FLURY, FLORENCE 407860-6
427110-2

$ 7,137.31
$19,205.08

Patient admitted 11-77. Subsequently expired. Patients widow
on Social Security. Only estate asset was small homestead.
Total charges, $75,000. UMHC negotiated settlement with county
Welfare Department. Balance is uncollectable. -

LARKIN, JUDITH 380595-9

Patient admitted 2-21-79. Applied for Public Assistance.
M.A. paid part. Patient filed bankruptcy. Uncollectable.

OLSON, FLOYD 463162-8 $ 9,886.83-

Patie~t admitted 5-21-79. Patient now disabled on Social Security.
Patient able to borrow $17,000 on mobile home property to settle
account.

- REGAN, JAMES 426074-1 $ 3,724.18

Patient admitted through ER, 12-77.- Patient now incarcerated.
Uncollectable.

SWEARINGEN, STEVEN 445029-2 $ 2,489.62

Patient admitted through ER, 9-78. Patient now disabled. UMHC
negotiated 90% settlement with insurance company.
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MINUTES
Finance Committee

University of Minnesota Hospitals and Clinics
November 14, 1979

Members Present: David Cost, Chairman
David Brown
Dave Domaas
Cliff Fearing
Debbie Gruye
Clint Johnson
David Preston
John Westerman

Absent: Jo-Anne Barr
Al France
Ed LaFave
Seymour Levitt
John Quistgard

Staff: Nels Larson
Terry Rosecke

Guests: Steve Grygar
Johnelle Foley
Barb Tebbitt

The meeting of the Finance Committee was called to order by Chairman Cost

at 10:00 a.m. in Room 626 of the Campus Club.

I Approval of September 19, 1979 Minutes

A motion to approve the minutes of the September 19 meeting was made

by Ms. Gruye, seconded by Mr. Domaas and approved unanimously by the

committee.

II Nursing Services Presentation

At the request of the Finance Committee, Barb Tebbitt, Nursing Services

Director, gave a presentation on the trends in health care which have

occurred over the past three to five years and the implications they

have had on nursing practice. She began by pointing out the major trends

affecting nursing practice which include State, Federal, and mandatory

governing agency requirements; technological advances requiring extensive
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educational programs; an increase in the complexity of equipment and in

the number of diagnostic procedures; an increased number of septic patients

due to the type of surgical procedures now being done vers~s the type done

previously; new programs being developed; a growing number of allied depart

ments and technical personnel which Nursing orients; increased use of legal

counsel, and increased demand from the consumer. Mr. Tebbitt reviewed each

patient care area and noted how these trends have actually impacted care

practices and the acuity levels within the d~partments. She also pointed

out the increased number of patients on one to one care due to the acuity

and to the census we are now experiencing.

Ms. Tebbitt noted that several steps are being taken to address staffing

problems which have occurred as a result of these trends such as mini

studies by OAD on staffing in various areas; establishment of a nurse

recruiter position and a nurse counselor position; over the past five

years Nursing has removed 20 full time positions and put them all into

the intensive care units, and it is being determined if some RN positions

can be converted to LPN positions because of a shortage in the RN market.

Also, a departmental climate survey is being conducted to determine what

can be done internally to enhance retention of the staff. Ms. Tebbitt

added that Nursing is actively pursuing with Personnel a hire ahead system

and has redistributed departmental positions for better utilization as

well as encouraging University personnel to compare University Hospitals to

institutions outside the metro area because of our emphasis on tertiary

care. She mentioned that Minnesota pays $4,000 to $5,000 annually less

for beginning RN's than some of the other states.

Ms. Tebbitt then noted that objectives for Dext year for Nursing Will be

to pursue compensation for excellence in clinical practice rather than or
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in addition to longevity, to explore scheduling alternatives other

than the 8 hour day, to request an increase in full ~ime equivalents

and to standardize the patient classification system so we can compare

our statistics to other hospitals and to national standards.

In conclusion, Ms. Tebbitt distributed copies of the cost containment

program developed for the Nursing Department over the next year for

the committee members to review.

III September, 1979 YTD Financial Statements

Mr. Larson noted that our position as of September 30, 1979 is

positive. The inpatient census is 1.5% above budget, however, the

outpatient census is about 6% below budget. At the end of the first

quarter, revenue is in excess of expense by $923,000. Mr. Larson

pointed out that on the census summary, Psych and Rehab have been

listed separately as requested. He added that the average length

of stay is 9.4 days compared to 9.0 budgeted days.

IV First Quarter Financial Projections for 1979-80

Mr. Larson stated that, using September as a base, our financial

position for the year has been projected. Assuming current utilization

levels for the first "three months, a decrease from planned budget in

gross patient charges of $1,800,000 has been projected due largely to

the rate reduction. Adjusting for anticipated changes in areas such

as salaries and depreciation, an increase in operating expenses of

$1,152,000 is projected. Mr. Larson commented that overall we are

projecting our operating position at $1,660,000, down $2,~70,pOO from

the original planned budget. He added that a positive cash flow is projected

of $8,760,000, down $1,780,000 from the planned cash flow. Mr. Fearing Doted
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that the decrease of $1. 7 million will not have a significant bearing in..
regard to the Ernst &Whinney debt capacity study, and we will have the

flexibility to reach a cost charge parity level and still be within Rate

Review guidelines. He also stated that the most significant implication

of the decline in anticipated cash flow is the reduction of $1 million on

an annualized basis due to the rate reduction required by the Rate Review

program which may require UMH&C to refile for a rate increase.

It was suggested that a document be prepared evaluating UMH&C's patient

mix, intensity and acuity of care, diagnoses and variety of procedures

being done and how they have changed over the years as a basis for

justification of a rate increase. Mr. Fearing stated that we have been

pursuing the relative. comparison of diagnostic disease grouping data and·'

have compiled and submitted our data to the Department of Public Health.

We are also developing a comparison base with Hennepin County and Ramsey

County Hospitals so we can compare our federal data base with them in

the future.

V Five Year Departmental Revenue & Expense Comparison

It was decided to discuss this item at the December 12 meeting.

VI July I, 1979 - October 31, 1979 Bad Debt Report

Mr. Fearing- noted that the total amount recommended for bad debt during

the first four months of fiscal year 1979-80 is $199,748.16. Bad debt

recoverie~ amounted to $14,067.65 leaving a net charge off of $185,680.51

for this period. Be mentioned that during the first quarter an indepth

review of the accounts receivable billing system was done which delayed

the normal bad debt review during September resulting in the first quarter

bad debts to be less than normal. The total bad debts for the first four

months are 0.60% of total charges compared to a budgeted level of bad

debts of 1.25%. A motion to approve the total bad debt amount for the

· ...
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first four months of fi~ca1 year 1979-80 of $199,748.16 was approved

by the committee.

A motion was made by Dr. Brown for the Finance Committee to make a

recommendation to the Medical Staff Hospital Council to make the bad

aebt report available to the staff physicians so they will be more

aware of these statistics. The motion was seconded by Ms. Gruye and

approved by the committee.

VII 1980-81 Budget Guidelines

Mr. Fearing informed the committee that the budget guidelines for 1980-81

are based on the committee's desire of prior years to retain our commit-

ment of staying within the national cost containment goals and within

allowable increase limits of the Rate Review program.

VIII Statement of Financial Policies & Requirements Discussion

It was decided to discuss this item at the December 12 meeting.

There being no further business, the meeting of the Finance Committee was

adjourned at 12:05 p.m.

Respec~ submitted,

·-V~~
T~seCke
Secretary

"
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.uNIVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF OPERATIONS

FOR PERIOD ~y I, 1979 TO SEPTEMBER 30, 1979
, ,

Variance
OverI (Under) Variance

Budget Actual Budget %

Groas Patient Charges $25,589,337 $25,146,973 $(442,364) (1. 7)

Deductions from Charges 1,516,001 1,382,314 (133,687) (8.8)

Other Operating Revenue 515,953 398,742 (117 ,211) (2,2.7)

Total Revenue from Operations $24,589,289 $24,163,401 $(425,888) (1. 7)

Expenditures
Salaries $12,220,363 $12,388,471 $ 168,108 , 1.~,
Fringe Benefits 2,253,6'27 2,225,767 (27,0860) (1.2)
Contract Compensation 2,054,284 2,122,896 68,612 3.3
Ked. Supplies, Drugs, Blood 3,928,671 3,769,040 (159,631) (4.1)

( Campus Admin. Expense '978,568 978,568
Depreciation 838,992 710,023 ' (128,969) (15.4)
General Supplies , Expen.e 4,224,049" 3,669,142 (554,907) (13.1)

Total Expenditures $26,498,554 $25,863,907 $(634,647) (2.4)

Net Revenue from Operations $(1,909,265) $(1,700,506) $ 208,759

Non-Operating Revenue
Appropr1ations/Un1v. Support $ 2,433,387 $ 2,433,387 ..
Accrued Interest Income 190,497 190,497 y

Total Non-oper. Rev. $ 2,623,88~ $ 2,623,884

Revenue Over/(Under) Expenaes $ 714,619 $ 923,378 $ 208,759 (1)

. (1) Variance equals 0.8% of Total Budgeted Revenue.

( ",



HINUTES
Finance Committee

University of Minnesota Hospitals and Clinics
December 12. 1979

Members Present: David Cost. Chairman
John Quistgard. Vice Chairman
JoAnne Barr
David Brown
Al France
Debbie Gruye
Seymour Levitt
David Preston
John Westerman

,
Absent:

Staff:

Guests:

Dave Domaas
Cliff Fearing
Clint Johnson
Ed LaFave

Nels Larson
Terry Rosecke

Johnelle Foley

The meeting of the Finance Committee was called to order by Chairman Cost

at 10:15 a.m. in Room 626 of the Campus Club.

I Approval of November 14. 1979 Minutes

A motion to approve the minutes of the November 14 meeting was made

by Ms. Barr, seconded by Ms. Gruye. and approved unanimously by the

committee.

II October 1979 YTD Financial Statements

Mr. Larson stated that the overall financial position to date is

positive and census levels through October continue to be very close

to budget. He noted that the patient day variance is 104 days over

budget or .2% from the budgeted level. Admissions are down by 2%

for the first third of the year and the average length of stay continues
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to remain above projections, 9.4 days versus 9.0 days. He added

that the outpatient clinic census is currently 4.9% below budget.

In reviewing operations through the end of October, Mr. Larson noted

that revenue is over expense by $1,140,000, up approximately $216,000

from September. Accounts receivable continue to remain stable with

a balance at the end of October of $21,565,454 representing 79.3 days.

Mr. Larson noted that our goal to comply with Rate Review is 79.4

days.

Mr. Larson went on to note that October year to date patient care

charges are 2.7% below budget essentially due to two ancillary departments 

Blood Bank and Operating Room. These departments have been impacted by

changes in some programs and by the loss of two cardiovascular surgeons.

There were no significant changes in Deductions from Revenue. Major

variances there continue to be associated with 60 and 64 Fund write

offs and the OB program. Other Operating Revenue increased substantially

in October due to the sale of old x-ray films.

Mr. Larson stated that expenditures through October totaled $34,686,000,

1.1% below budget. He added that most of the variances in expenditures

related to periodic purchases particularly in the area of General

Supplies and Expense.

Net operating cash available through the end of October amounted to

$158,000, down approximately 2 1/2 million dollars from the end of

September. Mr. Larson pointed out that two items have significantly

influenced the operating cash available; (1) a reduction in accrued

expenses associated with salaries and fringe benefits, and (2) payments

of general liability and malpractice insurance for the year.
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Mr. Larson then discussed certain MHA considerations in reference

to year end projections. He noted that projections based on the

first quarter of 1979-80 indicate that our cash position will be

approximately $1,784,000 less than what was anticipated. He stated

that this does not jeopardize our capital program and that no

recommendation will be made at this time to go back to Rate Review.

He added that at the end of the second quarter, projections will be

made based on the first six months activity and our position will

again be reviewed at that time. These figures will be presented to

the Finance Committee at the February, 1980 meeting.

III Five Year Departmental Revenue & Expense Comparison

A report comparing departmental gross margins for years 1974-75

through 1978-79 was prepared for the committee's review. Mr. Larson

pointed out that one factor reflected by the report is the federal

regulations regarding routine cost limitations. He explained that

until July of 1979 our position with regard to routine cost limits

on nursing stations was favorable and, in order to maximize reimburse

ment, as much costs as possible were allocated to the routine cost

center. As of July, 1979 the routine cost limit was set at $133 per

day; UMH&C cost is approximately $153 per day. Mr. Larson stated that

in the ancillary departments, we are trying to move to a position of

charges equalling costs, thus our prices will more accurately reflect

costs. Mr. Larson added that we are also currently pursuing an

exception to the routine cost limit.

Mr. Larson went on to note that routine cost per day could be reduced

by eliminating the costs of "sitters" or one on one nursing care, by

the nurse herself billing for the services provided.
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In the area of indirect costs, other methods of allocation may be

more accurate, which would also reduce routine costs and increase

ancillary costs. Dr. Brown stated that he would not be in favor of

reallocation of indirect costs to the ancillary departments unless

all indirect costs are reviewed including those currently assigned to

ancillary departments which may be more accurately assigned elsewhere.

Mr. Larson also pointed out that the loss position of Kidney Dialysis

and Acquisition is a result of federal regulations on outpatient dialysis

procedures. He added that during the 1978-79 fiscal year, UMH&C did

get an exception request approved from HEW, increasing the limit for

outpatient procedures from $138 to $222.

IV 1980-81 Budget Guidelines

It was noted that the 1980-81 budget process guidelines are proposing

that the Board of Governors develop the budget within the national

voluntary effort guidelines in regard to cost at a 12.9% increase;

10.9% increase for the cost of inflation, 1.0% increase for new program

development, and 1.0% increase for changes in mix and acuity of services

requirements. It is also proposed that the budget will be developed

within the Minnesota Rate Review system allowable revenue increase limits,

which is an 11.9% increase in revenue per adjusted admission.

Mr. Westerman informed the committee that a Budget Monitoring Committee

has been established to discuss issues such as application of legislative

specials, new programs, etc.

V Statement of Financial Policies & Requirements Discussion

Mr. Cost stated that information has been distributed to committee members

relating to changes in the Statement of Financial Policies & Requirements
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document. He noted that the changes basically bring the document up

to date in regard to the strict regulatory environment in which UMH&C

is operating. Approval of the proposed changes will be acted upon at

the next meeting.

VI Other

Mr. Larson informed the committee that in January there will be a joint

meeting of the Finance Committee and the Planning and Development

Committee to review the updated Ernst & Whinney debt study and the

capital projects. A suggestion was made that the impact of the Fairview

situation also be discussed at that meeting.

Mr. Larson announced that the AFSCME contract was settled and will

go to the Board of Regents Friday, December 14 for approval. The

settlement was for an approximate 7% increase. Since we had budgeted

for a 5.6% increase, the impact of the settlement will amount to

approximately another $100,000.

Mr. Cost asked if the 1978-79 audit and management letter could be

reviewed at the January meeting if possible. He also requested that a

list of suggestions, requests, and items to be discussed from previous

meetings be prepared for review.

There being no further business, the meeting of the Finance Committee was

adjourned at 12:00.

Teresa Rosecke
Secretary



JJNIVERSITY OF MINNESOTA HOSPITALS
STATEMENT OF OPERATIONS

FOR PERIOD JULY 1, 1979 TO OCTOBER 31, 1979

Variance
Over/(Under) Variance

Budget Actual Budget %

Gross Patient Charges $34,488,004 $33,568,956 $(919,048) (2.7)

Deductions from Charges 2,070,133 1,949,904 (120,229) (5.8)

Other Operating Revenue 689,806 681,022 (8,784) (1. 3)

Total Revenue from Operations $33,107,677 $32,300,074 $(807,603) (2.4)

Expenditures
Salaries ;

$16,041,975 $16,294,560 $ 252,585 1.6
Fringe Benefits 2,958,513 2,924,625 (33,888) (1.1)
Contract Compensation 2,810,222 2,908,803 98,581 3.5
Med. Supplies, Drugs, Blood 5,262,742 5,107,934 (154,808) 2.9
Campus Admin. Expense 1,308,303 1,308,303
Depreciation 1,121,696 1,217,217 95,521 8.5
General Supp~ies & Expense 5,584,934 4,925,089 (659,845) (11. 8) JTotal Expenditures $35,088,385 $34,686,531 $(401 ,854) (1.1)

Net Revenue from Operations $(1,980,708) $(2,386,457) $(405,749)

Non-operat1ng Revenue
Appropriations/Univ. Support $ 3,253,332 $ 3,271,831 $ 18,499 0.6
Accrued Interest Income 254,686 254,686

Total Noo-oper. Rev. $ 3,508,018 $ 3,526,517 $ 18,499 0.5

Revenue Over/(Under) Expenses $ 1,527,310 $ 1,140,060 $(387,250) (1)

(1) Variance equals (1.2)% of Total Budgeted Revenue.


