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MINUTES
FINANCE COMMITTE

UNIVERSITY OF MINNESOTA HOSPITALS AND CLINICS
September 16, 1981

Present: David Cost, Chairman
~ AI France

Cliff Fearing
Debbie Gruye
Fannie Kakela
David Preston
John Quistgard
Margaret Sandberg
John Westerman

Absent: Larry Baldwin
David Brown, M.D.
Seymour Levitt, M.D.
Clint Johnson
Virgil Moline

Staff: Nels Larson
Terry Rosecke

Guests: Laurel Files
Greg Hart
Ed Howell
Kim Simensen
Barbara Tebbitt
Roby Thompson, M.D.
Don Van Hu1zen
Ron Werft

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

in Room 626 of the Campus Club at 9:15 a.m.

1. Minutes - August 19, 1981 Meeting

A motion was made by Ms. Sandberg to

meeting. The motion was seconded by

committee.

approve the minutes of the August 19, 1981

Ms. Kakela and approved unanimously by the

Dr. Laurel Files, Visiting Assistant Professor, was introduced and welcomed to ~

the Finance Committee meeting.

II. 1980-81 Financial Statements - continued

Ms. Tebbitt began the report of operations by noting that the inpatient census for

1980-81 totaled 200,645. There was a decrease in the overall average length of

stay from 9.5 days last year to 9.3 days this year due to continued medical staff



emphasis on utilization review. Ms. Tebbitt stated that the most significant changes

in the average length of stay occurred in the areas of Psychiatry, Rehabilitation,

Obstetrics, and Surgery.

Mr. Hart reported that the hospitals outpatient clinic census increased by 7,039

visits to a total of 207,831 visits during 1980-81. He added that routine charges

reflected the shorter lengths of stay for the 80-81 fiscal year. Ancillary charges

showed a favorable variance.

Ms. Tebbitt then reported on the increase in nursing hours related to new patient

care protocols being used. In response to the committee's interest in what review

and approval method is followed for new protocols and procedures, Ms. Tebbitt stated

that the Inpatient Care Management Council reviews the new protocols and procedures.

It was suggested that a representative of the Inpatient Care Management Council

address the Finance Committee at a future meeting in regard to these activities.

Mr. Fearing noted that revenue over expense for 1980-81 shows a 3.4% variance and
is related to three items:

1. Charitable Care - $890,895

2. Prior Year Third Party Control Adjustments - $2,373,054

3. Operating Expense Increase in Excess of Increased Revenues - $572,616

Mr. Fearing indicated that the 1980-81 variances reflect pressures and impacts of

external regulations and highlight the need for restructuring and reorganizing

UMH&C to remain responsive in a changing health care environment.

III. Revised 1981-82 Budget

Mr. Fearing pointed out that the Rate Review decision, retrenchment efforts of

UMH&C, the savings on the malpractice insurance premium, and the pay plan based

on the inflationary aspect of the settlement, have been incorporated into the 1981-82

budget. The excess of revenue over expense in the revised budget was decreased from

the previous board-approved 1981-82 budget. Cash flow shows a change from the previous

board-approved budget due to two main reasons - (1) the increase in accounts

receivable and (2) the contractual adjustment of Medicare reimbursement.

The recommendations made by management and approved by the Board of Governors was

to endorse a revised patient charge budget totaling $140,479,360.



,. IV•. Update

A) MA/GMAC Issues

Mr. Fearing noted that funds have been incorporated into the 1981-82 budget

for MA/GMAC reimbursement changes.

Changes made in the budget will be shown on a separate schedule.

B) Rate Review

The Finance Committee recommends endorsement of adjustments made by Rate

Review to the 1981-82 budget for UMH&C.

The adjustments include:

1. A reduction in salary and fringe benefit costs totaling $1.760.697.

2. A reduction in supply and expense categories totaling $799,000.

3. Elimination of the loss carry forward from financial requirements
totaling $2,980,793.

4. A reduction in net accounts receivable by $300,000 for Blue Cross
and $875,000 for commercial receivables.

5. A reduction to patient charges.

V. Operating Room Committee Report - Dr. Roby Thompson

Dr. Roby Thompson, Chairman of the Operating Room Committee, addressed the

committee on the status of O.R. activity. He noted that the Operating Room

Committee has initiated changes which will increase surgical activity such as

(1) expansion of the Ambulatory Surgery Center, (2) extension of the operating

schedule, and (3) examination of recommendations made in a study done by

Robert Douglass Associates.

Dr. Thompson stated that the operating room is undergoing many changes aimed

at providing an opportunity to manage an additional case load at UMH&C which

will have a positive financial impact.

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

at 11:40 a.m.

Re~ectfu11Y submitted,

~ ~d:-I/J
Terry Rosecke, Secretary
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UNIVERSITY OF MINNESOTA HOSPITALS AND CLINICS

BOARD OF GOVERNORS

BUDGET RESOLUTION FOR 1981-82

September 16, 1981

Be it resolved that the Board of Governors Finance Committee

recommends that the Board of Governors endorse a revised budget,

as of this date, totaling $140,479,360. This revision incorporates the

Rate Review adjustments, adjustments pertaining to the MA/GAMC re

imbursement changes, the revised wage and salary projections, and

the reductions to salaries and supplies achieved through internal

retrenchment.
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UNIVERSITY OF MI~~ESOTA HOSPITALS AND CLINICS
BOARD OF GOVERNORS

RATE REVIE~ RESOLUTION FOR FY 1981-82
SEPT~~BER 16, 1981

Be it resolved that the Board of Governors Finance Committee

recommends that the Board of Governors accept and endorse the

adjustments made by the Minnesota Rate Review Program to the

1981-8~ budget submission for Vniversity of Minnesota Hospitals

and Clinics. Those adjustments are:

- A reduction in salary and fringe benefit costs

totaling 51,760,697.

A reduction in supply and expense categories totaling

S799,000.

- Elimination of the loss carryfurward from financial

requirenents totaling S~,980,793.

- A reduction in net accounts receivable by $300,000 for

Blue Cross and S875,000 for commerical receivables.

- A reduction to patient charges by an annualized $1,38~.725.

The inpact of these adjustnents will reduce our 1981-8~ price incr~~~~

fron the 9.9% pr~vious approvec by the Board of Governors to 8.9'.
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Preliminary
Operating Budget
for FY 1983-84:

Minutes

Finance Committee
University of Minnesota Hospitals & Clinics

April 14, 1983

Special Meeting

Al France, Chairman
David Brown, M.D.
Clifford Fearing
Seymour Levitt, M.D.
Virgil Moline
David Preston
C. Edward Schwartz

Steve Gerberding
Jack Mason
John Quistgard
Margaret Sandberg
George Winn, D.D.S.

Nels Larson
Jane Morris

Gregory Hart
Nancy Janda
Donald Van Hulzen
Ronald Werft

The special meeting of the Finance Committee was chaired by
Mr. Al France and was called to order at 9:25 a.m. in room 608
of the Campus Club.

Mr. Schwartz gave a brief introduction regarding the Hospitals'
preliminary operating budget for 1983-84. The highlights of this
budget include a 9.7% price increase, cost increases of 7.1%, and a
projected positive cash flow of $16,366,000.

Mr. Fearing then gave a detailed explaination of the budget as
contained in the Preliminary Budget Letter for fiscal year 1983-84.
He stated that two major elements effecting this budget are: 1) changes
in federal reimbursement systems, and 2) the Hospital's responsibilities
under the Series 1982 Bond Indenture. Mr. Fearing listed objectives
that were established in order to meet the requirements of the 1983-84
Hospital budget. It was agreed by the members of the committee to
change the order of these objectives to reflect their priority.

Mr. Fearing discussed several specific factors that have been used
as basic elements within the 1983-84 bu~et including:

Tax Equity and Fiscal Responsibility Act of 1982 (TEFRA)
UMH&C will be reimbursed for patients covered under federal
programs under a target rate method which will provide an
average reimbursement per case of $6,311 (current year's
average was $5,800 - $5,900).
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Page 2

Demand Analysis
Forecasted declines in patient days and admissions require
that adjustments be made to the number of full-time equiva
lents (FTEs), ancillary utilization and revenues.

In addition, Mr. Hart stated that UMH&C was not successful
in negotiations for participation in Blue Cross/Blue Shield's
AWARE program. This budget has taken into consideration
losses that may occur with AWARE patients who come to UMH&C
and are not fully reimbursed. Mr. Schwartz asked that an
explaination of this program and its effect be included in
the revised budget letter for presentation to the full Board
of Governors.

Series 1982 Bonds
UMH&C is required under the Bond Indenture to contribute
$4 million in equity to the Renewal Project, amortize $2.8
million of abandoned planning costs and provide for $9.25
million in capital needs.

New Programs
New programs have only been included if they were offset by
other operating cost reductions or could be supported by
non-patient revenue. Approximately 16.5 FTEs will be added
overall. Mr. France asked that an outline of these additions
be prepared for the presentation to the full Board of
Governors.

1983-84 Budget Base
The primary basis for the 1983-84 budget is the current year
experience. This data is then adjusted for changes projected
in the Touche Ross Feasibility Study, requirements of the
Indenture and new federal reimbursement regulations. Mr.
Fearing gave descriptions of how major elements effect the
1983-84 budget (demand, FTEs, expenditures, Bond Indenture
requirements, deductions from revenue and non-operating
and other revenue) and explained the corresponding schedules.

FY 1983-84 Cost, Price and Revenue Increases
UMH&C will require a 9.7% price increase to finance the
expected increases in costs, revenue deductions and Renewal
Project needs. (Touche Ross had projected a 10.38%
increase in charges.)

There being no further business, the me~ting of the Finance Committee
'rwas adjourned at 11:30 a.m.

Resp~tted'

~ d. ~.{
~ ~

Jane E. Morris
Recording Secretary
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