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UNIVERSITY OF MINNESOTA
HEALTH SYSTEM AFFILIATED CLINICS, INC. ("UMHSAC")

Minutes of the 12/9/94 Meeting of the Board of Directors

Attendees

In Person

Patrick Board
Michael Fay
Clifford Fearing
Daniel Mclellan, M.D.
Helen Pitt

Location

Non-Director Attendees

Keith A. Dunder, Hospital Counsel
Sharon Farsht
Stephan C. Grygar, UMHC Finance

Department
Thomas J. Doyle, Attorney

The University of Minnesota Hospital & Clinic (in Room C-365(3) of the Mayo
Building, Harvard Street at East River Road, Minneapolis, Minnesota).

Order of Business

Cliff Fearing called the meeting to order at 7:40 o'clock a.m., pursuant to prior
notice. All directors had received the Agenda, and a packet (the "Directors' Packet")
including the minutes of the 8/19 and 9/23 meetings of the Board of Directors, a copy of
the Unanimous Written Consent of Directors in Lieu of a Meeting: summary written
reports concerning the status of negotiations in connection with the Rush City clinic and the
Hinckley clinic (including as to Rush City a list of issues, a schedule of estimated payments
and draft recitals and resolutions for the establishment of a Rush City Clinic Committee,
and as to Hinckley a summary of issues, information regarding site options, and a market
survey), a summary of practice acquisition status, an October fiscal year-to-date financial
statements for UMHSAC.

1. Approval of Prior Minutes. Cliff Fearing called for any changes to the
minutes of the August 19 and September 23, 1994 Meetings. Hearing none, he called for
approval. Mike Fay moved approval of the minutes of both meetings, which motion was
seconded by Helen Pitt and approved by voice vote with no dissenting votes being heard.
Cliff Fearing declared the minutes to have been accepted.

. By this Consent, Dr. Mclellan was confirmed as the Medical Director of Staub
Pediatric Clinic, was appointed as the sole member of the Physicians' Committee established
by the Consent, and was appointed as the Physician Director of UMHSAC.
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2. Introduction of Dr. Daniel S. Mclellan. Steve Grygar introduced Dr.
Mclellan to the other members of the Board of Directors and other attendees.

3. IRS Forms. Steve Grygar reported on the recent submission of IRS Form 990
(UMHSAC's annual tax return) and 1023 (application by UMHSAC to the IRS for
recognition of its tax-exempt status). In response to a question Tom Doyle advised of his
estimate that it would be approximately 100 days before any response would be forthcoming
from the IRS with respect to the Form 1023, that the response would likely be a request for
further information, and that he was not aware of any way of hastening that process.

4. Heights Medical Clinic Report. Steve Grygar reported of a UMHSAC
management determination to change some terms of the offer for the acquisition of the
assets of Palen Clinic, P.A. The change does not involve a greater outlay of dollars but does
accelerate a schedule of payments by one year. Tom Doyle advised that the proposal had
been made to the attorneys for Palen Clinic, and had been accepted by them within the past
two days. He advised that the attorneys for Palen Clinic apparently still have some
comments and concerns about the purchase agreement by which UMHSAC proposes to
acquire real estate from Dr. Cortez, and that he awaits those comments. Assuming those
comments can be negotiated to a mutually acceptable position, Tom advised that to his
knowledge UMHSAC could proceed to close the transaction. But he cautioned· that
UMHSAC may need to seek postponement of the closing if it otherwise would occur in late
December or early January, and if (as may be the case) the attention of UMHSAC
management is entirely occupied with other matters currently scheduled for that time period.

5. Rush City Report. Steve Grygar reported on the status of negotiations with
Rush City officials. Highlights included the following:

(a) Status of Facilinr Plannin~. Facility planning is proceeding. It is now
estimated that the cost of a new clinic building would be between 1.5
and 1.6 million dollars. Several sites have been identified, the pros
and cons of each of which are being reviewed by George Wilkinson,
a consultant retained by UMHSAC. Pursuant to responses to a
request for proposals, UMHSAC has a "short list" of three architects,
which candidates will be interviewed shortly. Mike Fay made the point
that the architect should be involved in site selection if at all possible,
and Steve Grygar advised that he would try to have the architect
selected in time to have input into site selection.

(b) Promotional Carnpai~n. Steve Grygar reported on efforts being made
to promote the role of UMHS in Rush City. Sharon Farsht's group
has been assisting in this process. She reported that efforts include
seeking visibility in the community for UMHS specialists via articles in
the local newspaper and otherwise.

m'Jd3103.du6
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(c) NeiQtiatiQns. Steve Grygar reviewed the current status Qf negQtiatiQns.
He advised the directQrs that the mQst recent pQints discussed were tQ
have UMHSAC purchase the aCCQunts receivable and enter intQ a
management agreement tQ manage the existing Rush City HQspital and
Clinic while the new clinic building is under cQnstructiQn. Thereafter,
Qnce the new clinic building is ready fQr Qccupancy, UMHS WQuid IQan
funds to UMHSAC to enable UMHSAC tQ purchase equipment,
supplies and miscellaneous assets, and that UMHSAC would repay the
loan from Rush City clinic QperatiQns. It was nQted that when
negQtiatiQns began, UMHSAC management was under the impressiQn
that Rush City Qfficials basically wanted to "break even" on the
transactiQn. Subsequently, they have been requiring net cash tQ Rush
City, and seem to expect UMHSAC to hire all current emplQyees Qf
Rush City HQspital and Clinic and bear SQme Qr all costs Qf
demQlishing the existing structure. Such terms have nQt been a part Qf
UMHSAC's pQsitiQn, and Steve Grygar predicted SQme degree Qf
cQnfrQntatiQn with Rush City negQtiatQrs.

At this pQint discussiQn ensued. Cliff Fearing stated his pQsitiQn that the current
propQsed transactiQn does nQt allQw sufficient return Qf investment tQ UMHSAC, or to its
source Qf financing (UMHS), tQ enable UMHSAC tQ obtain apprQval Qf the UMHS Board
Qf GQvernQrs fQr UMHS financing. He stated his QpiniQn that different pQssibilities must
be explored, including the pQssibility Qf keeping the existing Rush City clinic building and
using it instead Qf cQnstructing a new building. Mike Fay Qbserved that the negotiatiQns
have been going Qn fQr apprQximately one and Qne-half years, creating the impressiQn that
University-related entities simply cannQt mQve fast enQugh in the health care field. Cliff
Fearing acknQwledged that pQssible impressiQn, but pQinted Qut that in reality Qther players
in the health system are nQt necessarily mQving as fast as they may claim tQ be (giving the
example Qf the highly publicized intentiQn Qf the Fairview system tQ build a hQspital in
Wyoming, when nQ grQund has in fact been broken). Cliff reiterated that the pQssibility
currently Qn the table with Rush City is nQt econQmically viable and that Rush City must
have SQme stake in a jQint effQrt that is viable. Helen Pitt asked specifically what in the
transaction must change, tQ which Cliff respQnded he was nQt entirely certain, perhaps
changing fQCUS from a new building tQ use Qf the existing structure WQuid be enQugh, but
that in the end he thQught the return Qn investment shQuld be 6%. The advisability Qf this
was generally acknQwledged by the directQrs.

TQm DQyle was then asked tQ briefly review the propQsed resolutiQns Qn the Rush
City Clinic. He explained the general thrust of the resQlutiQns, which were a part Qf the
DirectQrs Packet. AlthQugh nQ VQte was taken, from CQmments made by certain directQrs
it seemed that the concept and content Qf the resQlutiQns were generally acceptable.
(ActiQn was nQt taken pending CQmments from Rush City representatives Qn the propQsed
resolutiQns and further develQpment of the transactiQn.)

ml)d3103.du6

-3-



6. Hinckley Clinic Report. Steve Grygar gave a general overview of the status
of Hinckley Clinic. He advised that the lease is under negotiation, with the principal issues
being who is responsible for making improvements and the return on investment to the
Mille Lacs Band of Ojibwe. He commented on discussions with Ryan Companies as to the
return on investment issue, and the emphasis he was placing on community benefit from the
clinic as a partial offset against obtaining a higher rate of return. He also reported on the
site selection process, and referred to the report in the Directors Packet from Ryan
Companies. Steve produced a map of the Hinckley area with the proposed sites. Discussion
ensued as to which site would be best. ACTION: Following discussion, upon motion made
by Helen Pitt and seconded by Mike Fay, and approved by voice vote with no dissenting
votes being heard, the directors gave their support to site 2 as identified on the chart
accompanying the December 5, 1994 letter from Chester J. Yanik of Ryan Companies,
included in the Directors Packet.

The discussion then moved to issues of staffing the Hinckley Clinic (physician staff)
and the market study contained in the Directors Packet. Highlights of the discussion
included the following:

mlJd3103.du6
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Gateway Family Health Clinic in Moose Lake ("MLC") signed a letter
of intent to provide physicians for the clinic. MLC may now want
administrative control over the Hinckley Clinic. Some comments
would seem to indicate that MLC wants the Hinckley Clinic to be
"their" clinic. The question arose as to where MLC was "coming from,"
and that they had not put any money into efforts to date for the
Hinckley Clinic. Cliff Fearing advised that the game plan of
UMHSAC management, once it had learned of the position of MLC,
was to meet with MLC representatives after the market study had been
completed. Cliff advised of his intention to meet with a Dr.
Christensen of MLC on December 15, 1994 and ascertain the position
of MLC with respect to staffing, administrative control and operations
of the Hinckley Clinic.

The market study (results of which were presented in large part by
Sharon Farscht indicates the Hinckley populous is enthusiastic about
a possible role by UMHS, having high regard for UMHS's quality.
However, she cautioned that the market study indicates high
expectations on the part of the Hinckley population, for better trained
and more caring personnel in a UMHS-affiliated clinic, for modern
equipment, and for better all-round service. She stated her opinion
that a key question is whether UMHS could meet expectations of the
Hinckley population. She stressed that there would be a need for
UMHS to really become part of the Hinckley community, if it wants
to have success of the Hinckley Clinic, including occasional presence
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of UMHS personnel, and the use of community health fairs, direct
mailings, articles in the local newspaper, and the like, all reflecting the
UMHS connection.

As a result of the marketing study, Sharon Farscht also noted the
Hinckley population wants emergency room, urgent care, obstetrics and
gynecological care, and pediatric care. Some discussion followed on
the viability of providing emergency care, with Helen Pitt noting the
significant expense of a free-standing emergency room. Possible
options identified were to use other local emergency care services,
perhaps in some sort of affiliation with the Hinckley Clinic.

The consensus of the directors seemed to be for UMHSAC management to proceed
along the lines as had been reported, with Cliff Fearing's December 15 meeting with Dr.
Christensen of MLC being recognized as potentially a key meeting, one that could result in
more definitive information that might cause some change in approach.

7. Practice Acquisition Status. Steve Grygar referred to the Practice Acquisition
Status Checklist in the Directors Packet. He noted ·that several of the clinics had been the
subject of more specific reports earlier in the meeting. He commented upon the apparent
continuing interest of Central Internal Medicine (as evidenced by a letter received from
their accountant and a phone call from a Central Internal physician to Steve), and advised
the directors that UMHSAC management would send a letter to Central Internal Medicine
expressing an intention to pursue discussions after the start of the new year (hopefully after
currently pressing matters were brought to closure).

In connection with the Practice Acquisition Status Report, Dr. McLellan was asked
to comment upon the request of Staub Pediatric Clinic for a new physician. Dr. McLellan
advised in general terms of the need' of another physician, and reported on recruiting efforts
to date. It was clarified that July 1, 1995 was the target date for when a new physician
would start. Mike Fay asked if Dr. Staub seemed interested in continuing to work, to which
Dr. McLellan responded yes. Mike Fay also asked if there were any other issues that
seemed to be of concern. As to that, Dr. McLellan reported that morale amongst all
pediatric clinic staff was good, that staff gener~lly feel comfortable and he thought the
transition to UMHSAC ownership and management of Staub Pediatric Clinic had gone well.
Dr. McLellan did report some anxiety of the person who had been doing billing and
collections, but thought this might not be related to UMHSAC management.

Steve noted that some affiliation, perhaps at the UMHS level, with West Side
Community Health Center is a possibility. Negotiations are still in an early stage because
of the fairly recent departure of West Side's former administrator.

m'jd3103.du6
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Cliff Fearing next reported as to the status of negotiations with Mesaba Clinic. (It
was pointed out that this is not a transaction being done by UMHSAC, but is rather
occurring between UMHS and Mesaba Clinic. But the report was made for the information
of directors.) Cliff advised that there are two principal open issues: first, how to budget for
a sufficient amount of money to fall to the bottom line, as net income, so as to have the
income which is the premise of the value that was determined for Mesaba Clinic; and
second, how to handle income tax liability on receivables. Tom Doyle then reviewed for the
directors the general concepts behind the valuation, and the tax rules that may require the
change from the cash to the accrual method of accounting upon an acquisition by UMHS
of the equity of Mesaba Clinic (with attendant tax liability estimated to be in excess of
$600,000, but susceptible of being paid over four years). Cliff advised that UMHS officials
are trying to work these matters out with Mesaba Clinic representatives, but that he could
not at this point predict the outcome with any certainty.

Cliff Fearing next reported on the status of UMHS negotiations with Mesabi
Regional Medical Center (again, an affiliation that may occur between UMHS and the
Medical Center, but which was reported for the information of the UMHSAC directors).
He advised that the audit of Mesabi Regional Medical Center's last fiscal year was just
completed on December 8, showing net income of approximately $250,000. As a result he
was optimistic the affiliation would be approved by the UMHS Board of Governors.

8. Financial Statements. Steve Grygar noted that the October year-to-date
financial statements for UMHSAC were in the Directors Packet. He advised that
UMHSAC is still in the process of converting to a full accrual method of accounting. He
also noted that UMHSAC is still collecting some pre-8/1/94 receivables belonging to Dr.
Staub, and paying them over to Dr. Staub. Steve also advised that UMHSAC had acquired
assets of Staub Pediatric at the time of year when business was at the lowest, and that the
continuing payment of old receivables to Dr. Staub plus the fact that business was at a low
point during the first month or so of the operations means that there still are not many
receivables on the books providing a full stream of revenue. Various questions were asked
about the financial statements and addressed by Steve.

9. Future Meetings. The remaining directors (two having departed at this point)
discussed the meeting schedule. Mike Fay stated that he would like to go back to a monthly
meeting schedule, at least for a few months, given the level of activity with various
UMHSAC opportunities. That was agreed by those present. The next meeting was
tentatively set for the last Friday in January (January 27, 1995). It was tentatively scheduled
as an all-morning meeting so that in addition to normal business, the directors may pursue
strategic planning.

mtjd3103.du6
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There being no further business to come before the meeting, the meeting adjourned
at approximately 9:15 o'clock a.m.

Respectfully submitted,

Ut)Y ,
Keith A. Dunde!secretary of University of Minnesota

Health System Affiliated Clinics, Inc.

The foregoing minutes were approved by the Board of Directors of UMHSAC at
their meeting of , 1995.

Keith A Dunder~ Secretary of
University of Minnesota Health System
Affiliated Clinics, Inc.

mIJd3103.du6
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Jlush CityArea .
Hospital & "Clinic

News
Release

780 West Fourth Street • Rush City, MN • 55069 • (612)358-4708

For Immediate Release Contact: Lynn Clayton
Administrator

..

Rush City Area Hospital expands affiliation search
-.. to better meet needs of-local'community and patients

(December 29, 1994 Rush City, MN) A rapidly changing health care environment

within the 1-35 corridor prompted Rush City Area Hospital and Clinic board members to halt

affiliation negotiations with the University of Minnesota Health Systems (UMHS).

According to hospital administrator Lynn Clayton, regionalization and consolidation in

the Cambridge and Forest Lake/Chisago Lakes areas significantly changed the look of this area's

health care since the hospital began pursuing affiliation with UMHS in May of 1993. "In view

of these expansive changes and the length of time UMHS has taken to negotiate a mutually

beneficial agreement, the hospital board and Rush City council chose to reevaluate the options

and take advantage of the best medical choice out there," Clayton explained. "That mayor may

not include UMHS."

Health care providers and insurers were encouraged during the 1992 legislative session to

regionalize and form Integrated Service Networks (ISNs). This trend towards more efficient,

consolidated care is highly evident within the 1-35 Corridor, specifically in Allina's (an ISN

created by the merging of Health One and Medica) purchase and management of the Cambridge

Hospital and Clinic and in Fairview Hospital's increased presence at PrincetonIMilaca and

Chisago LakeslForest Lake.

"We view this decision as a positive, not a negative," said Mike Carroll, hospital board

president. "It gives us an opportunity to reassess our needs and look at potential partners in

-more-



RC Hospital expands affiliation search
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new perspectives. We have more options available to us than when we started this process, and

our goal is to do what's best for the patients we serve."

"We also have a better feel for what the communities we serve want and need, as well as

what is practical," Clayton said. "Knowing that, we can better match those needs with what is

available."

Hospital officials will invite Allina, Fairview Hospital and Health Partners (an ISN

consisting of Group Health, MedCenters and Ramsey Medical Center and Clinic) to discuss

partnering possibilities, as well as continuing discussions with UMHS, following the December

31 st legal expiration of a letter of intent signed with UMHS. According to Clayton, the hospital

is seeking affiliation with a willing partner able to meet several criteria: the ability to enhance

physician recruitment to the Rush City area; an ISN affiliation ensuring patient access to insur-

ance products; a willingness to make a capital investment in a new facility; and a willingness to

provide for emergency medical services in this area.

The hospital's goal to relocate to a new facility by the end of 1995 remains unchanged.

Board members expect to negotiate a final agreement with one or more of the potential partners

by spring, and anticipate this entity assisting in the funding of a new building. Major inefficien-

cies and mandated code upgrades have rendered current facilities nearly obsolete.

In addition, the same University of Minnesota health specialists which have regular

appoin~ents at the Rush City Area Hospital will continue to see patients throughout the foresee-

able future.

-end-
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December 19, 1994

Mr. Deron Dunkley
Mr. Doug Twait
Mille Lacs Band ofOjibwe Indians
HRC 76, Box 194
Onamia, Minnesota 56359

Mr. Steve Grygar
Box 704 UMHS
420 Delaware Street SE
Minneapolis, Minnesota 55455

RE: HINCKLEY CLINIC LAND PURCHASE SCHEDULE

Dear Gentlemen:

~YAN

VIA FAX
DunkleylTwait: 449-5984

Grygar: 624-8128

Last Thursday I had the opportunity to meet with Jim Ausmus, City Administrator of Hinckley,
to discuss the timing of the land purchase from the City of Hinckley for either Site # I or #2 or
both in the Hinckley Industrial Park. As a result of this meeting, we have developed the
following schedule.

By Wednesday of this week our architect Tom Wasmoen will provide us with site plans for both
properties. The objective of this exercise is to see which of the two properties in the Industrial
Park works better. Upon reaching consenSus between the City, the Band and UMHS by
Thursday or Friday of this week, Tom will finalize a site plan which would permit a 22-25,000
square foot building on the selected property.

On Tuesday, December 27, Tom will present this site plan to the Hinckley City Planning
Commission at 7:00 p.m. for informational review. A Conditional Use Permit is required on
either of the two properties, and it is for this purpose that we are presenting this site plan for their
review and input.

I have asked Jim Ausmus to have the City's attorney, Howard Ledin, to begin the process of
preparing a purchase agreement between the Mille Lacs Band of Chippewa Indians and the City
of Hinckley for each of these two properties. We shall present the City of Hinckley with a
formal purchase offer at their City Council meeting on January 3, 1995. The purchase offer will
be conditioned on the City Planning Commission's granting us the Conditional Use Permit and
on favorable environmental and soils on each property.

'-\QFv\cOOPSOIfCTS'HJNCKI FY\pHA SFaJ\121994 norMI
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Hinckley Land Purchase Schedule
December 19, 1994
Page 2

If all schedules are met, the Conditional Use Permit application will be formally reviewed and
approved by the Planning Commission at their January 24 meeting. Formal approval of the
Conditional Use Permit application and purchase offer would occur at the City Council's
February 2 meeting.

It is very important that the Mille Lacs Band of Chippewa Indians and the University of
Minnesota Health System Affiliated Clinics reach agreement on the master lease and equipment
lease by February 2, 1995. I will call each of you this week to see when you are available at the
beginning of the year to finalize the master least: and the equipment lease.

It is equally important that we proceed forward in a timely manner with the programming and
planning of the design of the project so that building plans can be submitted to the City for their
review and approval immediately after the February 2 meeting. It is essential to get the
programming completed and the building designed so that the final rental rate structure can be
established.

Sincerely,

Cb
Chester 1. Yanik
Vice President

c: Mr. Cliff Fearing
Dr. Ted Thompson
Mr. Mitch Corbine
Mr. Tom Wood
Mr. Tom Wasmoen
Mr. Mike Bauer

j·\llEVlClV'J'ROlEtiS\HINCKLEY\PIIASE·II121.....DOC /MEL
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University of Minnesota Health System
Affiliated Clinics, Inc.

Income Statement
Accrual Basis

For the Period Ended July 1,1994 to November 30,1994

November YTD

Staub
Pediatric UMHSAC Consolidated
~ Mm.In IQtIl

Patient Services Collections $362,324 SO $362,324
Other 17,380 2,992 20,372

Total Revenue 379,704 2,992 382,696

Discounts (86,957) 0 (86,957)

Net Revenue 292,747 2,992 295,739

Physician Compensation 120,141 0 120,141

~
Physician Taxes & Benefits 9,377 0 9,377

Total Physican Comp & FB 129,518 0 129,518

Non-Physician Compensation 81,386 0 81,386

Non-Physician Taxes & Benefits 17,350 0 17,350

Total Non-Physician Comp & FB 98,736 0 98,736

Medical Supplies 18,609 0 18,609

Medical Consulting Fees 963 0 963

Drugs 30,457 0 30,457

Lab Fees 2,478 0 2,478

Billing Fees 10,277 0 10,277

Office Related Expense 10,038 1,497 11,534

Occupancy Expense 35,930 3,392 39,322

Depreciation 3,578 0 3,578

Professional Liability Insurance 2,053 0 2,053

Interest Expense 7,891 11,900 19,791

Payroll Services 712 300 1,012

Bad Debt 10,870 0 10,870

Dues and Subscriptions 2,441 0 2,441

Management Fees 2,249 2,249 4,497

MNCareTax 1,350 0 1,350

Miscellaneous 573 40 613

Total Expenditures 368,721 19,377 388,098

Net Proftt(Loss) ($75,974) ($16,385) ($92,359)



University of Minnesota Health System
Affiliated Clinics, Inc.

Balance Sheet
Accrual Basis

11/30/94

Staub
Pediatric UMHSAC Consolidated

~ AdmIn IQlIl

Cash • Checking $81,525 $14,257 $95.782
Cash • Savings 127,189 84.568 211.757
Cash -Other 0 749.143 749,143

Total Cash 208,714 847,969 1,056,682

Accounts ReceiYllbie 131.261 0 131,261
Allowance For Uncollectibles (37,521) 0 (37,521)

93,740 0 93.740

Intangible Asset • Staub Pediatric Clinic 227,800 0 227,800

Prepaid Expenses 11.388 0 11,388

Filled Assets

Equipment - Fridley 44,245 0 44,245
Equipment - Shoreview 9,715 0 9.715
Less: Accumuiated Depreciation (3,578) 0 (3,578)

Total Fixed Auels 50,382 0 50,382

Total Assets $592,024 $847,969 $1,"39.983

Accounts Payable

TradeAJP $5,035 $1,076 $6.111
Other· Mgrnt F_ 2,267 2,249 4.516
Other - Due to Staub Pediatric Group. PA. 18,615 0 18.615

Total Accounts Payable 25.917 3.324 29.241

Accrued Expenses

Accrued Payroll 39,548 0 39.548

Other 0 11,900 11,900

Total Accrued Expenses 39,548 11,900 51.448

Long-Term Liabilities

Worlcing Capital Loan Payable 325,000 0 325,000
Equipment Loan Payable 51,635 0 51,635

Practice Payable 227,800 0 227,800
Loan Payable - Palen 0 749,143 749,143

Total Long-Term U8bilities 604,435 749,143 1.353.578

Total Liabilities 630,352 752,467 1,382,819

Fund Balance (1.902) 99,987 98.085

(.
YTD Net Income (75,974) (16,385) (92,359)

Total Uabliities and Fund Balance $592,0201 $847,969 $1,"39,993



University of Minnesota Health System
Affiliated Clinics, Inc.

Income Statement
Cash Basis

For the Period Ended July 1, 1994 to November 30, 1994

November MTD November YTD

Staub Staub
Pediatric UMHSAC Consolidated Pediatric UMHSAC Consolidated

~ Mm1n I2tI.I ~ AmnJn Imal

$64,322 $0 $64,322 Patient Services Collections $170,758 $0 $170,758
2,763 2,639 5,402 Other 17,380 2,992 20,372

67,085 2,639 69,724 Total Revenue 188,137 2,992 191,129

23,592 0 23,592 Physician Compensation 93,044 0 93,044

"
2,701 0 2,701 Physician Taxes & Benefits 9,377 0 9,377

26,293 0 26,293 Total Physican Comp & FB 102,421 0 102,421

18,240 0 18,240 Non-Physician Compensation 71,190 0 71,190

5,796 0 5,796 Non-Physician Taxes & Benefits 16,445 0 16,445

~ 0 24,036 Total Non-Physician Comp & FB 87,636 0 87,636

I

2,034 0 2,034 Medical Supplies 18,609 0 18,609

755 0 755 Medical Consulting Fees 963 0 963
2,731 0 2,731 Drugs 30,457 0 30,457

2,406 0 2,406 Lab Fees 2,478 0 2,478

2,849 0 2,849 Billing Fees 10,277 0 10,277

3,457 1,076 4,533 Office Related Expense 10,019 1,497 11,516

8,982 424 9,406 Occupancy Expense 35,930 3,392 39,322

910 0 910 Depreciation 3,578 0 3,578

1,226 0 1,226 Professional Liability Insurance 2,053 0 2,053

1,937 0 1,937 Interest Expense 7,891 0 7,891
129 0 129 Payroll Services 712 300 1,012
680 0 680 Dues and Subscriptions 2,441 0 2,441

0 0 0 Miscellaneous 573 40 613

78,425 1,500 79,925 Total Expenditures 316,037 5,228 321,265
I

,,: ($11,340) $1,140 ($10,201) Net Profit(Loss) ($127,899) (2,236) ($130,135)



University of Minnesota Health System
Affiliated Clinics, Inc.

Statement of Cash Flows
Cash Basis

For the Period July 1, 1994 to November 30, 1994

Staub
Pediatric UMHSAC Consolidated
gmm Amnin ]RliJ.

Operating Activities and Non.()perating Revenues:

Net Profit(Loss) ($11,340) $1,140 ($10,201)

Adjustments
Depreciation 910 0 910
(Increase)Decreue In Prepaid Expense (8,213) 0 (8,213)
Increase(Decrease) in Accounts P1lyable (7,067) 902 (6,165)

Increase(Decrease) In Accrued Liabilities 10,341 0 10,341

Total Adjustments (4,030) 902 (3,128)

~
Net Cash Provided by Operating Activities (15,370) 2,041 (13,329)

Investing Activities

Acquisition of PPE 0 0 0
Change in Promissory Notes 0 0 0

Net Cash From(Used) in Investing Activities 0 0 0

Financing Activities

Repayment of Notes Payable (440) 0 (440)

Change In C..h ($11,810) $2,041 ($13,769)

Cash at October 31, 1994 $224,124 $841,928 $1,070,452

Cash at November 30, 1994 $208,714 $847,969 $1,056,682



University of Minnesota Health System
Affiliated Clinics, Inc.

Balance Sheet
Cash Basis

11/30/94

Staub
Pediatric UMHSAC Consolidated

~ &ImIn I2tIl

Cash· Checking $81,525 $14,257 $95,782

Cash - Savings 127,189 84,568 211,757

Cash· Other 0 749,143 749,143

Total Cash 208,714 847,969 1,056,682

Intangible Asset - Staub Pediatric Clinic 227,800 0 227,800

Prepaid Expenses 11,388 0 11,388

Fixed Assets
Equipment. Fridley 44,245 0 44,245

Equipment. Shoreview 9,715 0 9,715

Less: Accumulated Depreciation (3,578) 0 (3,578)

Total Fixed Assets 50,382 0 50,382

Total Assets $498,284 $847,969 $1,346,253

Accounts Payable
Trade AlP $5,035 $1,076 $6,111

Other • Due to Staub Pediatric Group, P.A. 18,615 0 18,615

Total Accounts Payable 23,650 1,076 24,725

Long-Term Liabilities
Working Capital Loan Payable 325,000 0 325,000

Equipment Loan Payable 51,635 0 51,635

Practice Payable 227,800 0 227,800

Loan Payable· Palen 0 749,143 749,143

Total Long-Term Liabilities 604,435 749,143 1,353,578

Total Liabilities 628,085 750,219 1,378,304

<. Fund Balance (1,902) 99,987 98,085

YTD Net Income (127,899) (2,236) (130,135)

Total Liabilities and Fund Balance $498,284 $847,969 $1,346,253
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UNIVERSITY OF MINNESOTA

HEALTH SYSTEM AFFILIATED CLINICS, INC.

("UMHSAC")

2/23/95 Meeting of the Board of Governors

AGENDA

1. Approval of 1/27/95 Minutes
2. Heights Medical Clinic - Purchased 2/2/95
3. Hinckley Health Care Center Status
4. Central Internal Medicine, P.A. - Purchase Offer Status
5. West Side Community Clinic
6. Practice Acquisition Status
7. UMHSAC Proposed Non-Physician Salary Plan FY 1996
8. December, 1994 FYTD Financial Statements
9. Budget Process FY 1995-96
10. Other:

• Staff Privilege Dues at non-UMHS Facilities

'.
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UNIVERSITY OF MINNESOTA
HEALTII SYSTEM AFFILIATED CLINICS, INC. ("UMHSAC")

Minutes of the 1/27/95 Meeting of the Board of Directors

Attendees

In Person

Michael Fay
Clifford Fearing
Daniel Mclellan, M.D.
Helen Pitt

lAc:ation

Non-Director Attendees

Keith A Dunder, Hospital Counsel
Stephan C. Grygar, UMHC Finance

Department
Thomas J. Doyle, Attorney

The University of Minnesota Hospital & Clinic (in the Unit 5 Eighth Floor Board
Room, Harvard Street at East River Road, Minneapolis, Minnesota).

Order of Business

Oiff Fearing called the meeting to order at 7:42 o'clock a.m., pursuant to priQI.
notice. All directors had received a packet (the "Directors' Packet") including the Agend~
the minutes of the 12/9/94 meeting of the Board of Directors, a summary of practice
acquisition status, and November, 1994 fiscal year-to-date financial statements for
UMHSAC.

1. Approval of Prior Minutes. Cliff Fearing called for any changes to the
minutes of the December 9, 1994 Meeting. Hearing none, he declared the minutes to have
been accepted by consensus.

2. Heights Medical Clinic Report. Steve Grygar reported on the plan to close
on the acquisition of the assets of Palen Clinic on February 2, 1995. There were some
discussions as to the readiness of UMHSAC to take on clinic administration for this clinic.
Steve noted that this clinic would continue to do its own billing, but would utilize services
under the contract with UAFP for human resources, accounts payable and certain other
administrative functions. This led to some discussion of UMHSAC's costs for UAFP
administrative work, which Steve Grygar estimated to be approximately 58,500 per year per
clinic, with concentration of cOsts when a new clinic first comes on line. Mike Fay asked
about the number of physician and non-physician employees. Steve Grygar responded with
those numbers and in so doing also noted that a Dr. Lawrow at Apache Medical had
expressed some interest in joining the practice. Helen Pitt asked about lab services, and
specifically asked whether JCAHO would ever review the labs of UMHSAC clinics in
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determining accreditation of UMHS, on the grounds that UMHSAC is an affiliated
organization. The answer was not known.

3. Rush City Report. Steve Grygar distributed the news release that is attached
to these minutes. Cliff Fearing advised that Rush City and UMHSAC had ended their
exclusive discussions, because Rush City had wanted UMHSAC (or UMHS) to commit to
significant expenditure of funds without any reasonable degree of assurance of patient
volumes that would be adequate to justify the expenditures. There followed some discussion
on the general availability of health care in the area surrounding Rush City.

4. Hinckley Clinic Report. It was reported that Gateway Family Health Clinic
was interested in managing and administering the clinic at Hinckley. Specifics are not yet
known but there likely will be some three-way relationship perhaps involving UMHSAC (or
perhaps even UMHS) as the tenant, with some sort of clinic management agreement with
Gateway Family Health Oinie. Tom Doyle was told to expect a telephone call from Dr.
Thompson concerning recent discussions. Steve Grygar distributed the December 19, 1994
letter from Chester Yanik of Ryan Companies concerning a land purchase schedule. Tom
Doyle summarized key open issues with respect to the lease as being sovereign
immunity/tribal jurisdiction and economic issues. There was some discussion in that regard
about the overall financial commitment of the Mille Lacs Band of Ojibwe (approximately
S2,OOO,OOO) and whether the clinic land and building would or would not be subject to re~

estate taxes. '.

5. Central Internal Medicine Associates. Steve Grygar noted that a meeting was
scheduled for January 30 between representatives of Central Internal Medicine Associates,
on the one hand, and Steve and Tom Doyle, on the other. The meeting was to re-initiate
discussion of terms by which UMHSAC might possibly acquire the assets of Central Internal
Medicine Associates.

6. West Side Community CUnic. Steve Grygar reported that this tax-exempt
community clinic in S1. Paul continues to have interest in an affiliation with UMHSAC (or
possibly UMHS), and that he had requested historic financial data for purposes of assessing
the financial position of West Side Community omic. Oiff Fearing provided some more
background on the clinic, and described preliminary discussions with the Community Oinic
consortium that might lead to two community integrated service networks of community
clinics, one in Minneapolis and one in S1. Paul. Although very tentative at this point, it was
thought that UMHSAC and/or UMHS might be involved in both CISN's, and that
conceivably U-eare might adritinister and be the claims agents for the CISN's. There was
also some discussion on the possibility of providing specialist outreach and primary care
assistance to West Side Community omic, and assist with long-term capital needs, in a
manner that would further the missions of UMHSAC and UMHS. The role of Community
University Health Care Center (C.U.H.C.C.) was also discussed.
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7. Practice Acquisition Status. Many of the practices noted in the practice
acquisition report in the Directors' Packet had been previously discussed. However, Tom
Doyle gave a summary report on negotiations between UMHS and Mesaba Clinic, and
Keith Dunder and Tom Doyle together gave a summary report on negotiations between
UMHS and Mesabi Regional Medical Center. Tom Doyle also noted to the directors that
he had recently been advised of the Internal Revenue Service's telephonic indication that
it would recognize the tax-exempt status of Interstate Medical Center.

8. Financial Report and Statements. The financial statements in the Directors'
Packet were briefly commented on by Steve Grygar. There were some specific questions
that were asked and addressed. Some of the more general questions and comments were
as follows:

o

o

o

Mike Fay asked if UMHSAC could participate in volume or group
purchasing arrangements in which UMHS participates. Keith Dunder
advised that he would look into that and report back to the Board.

Cliff Fearing and Mike Fay both requested that future financial
statements show not only year-to-date. activity but also comparisons to
UMHSAC's budget. Cliff also noted that after approximately six .
months of experience UMHSAC should be able to prepare projections.

Dr. McLellan was asked how operations were going at Staub Pediatric
Group. He reported that there were some problems in UAFP's
payment of bills, and that some bills were being paid late and some
were being paid twice. Concern was expressed at that state of affairs
and there was some preliminary discussion of other possible sources of
administrative services for UMHSAC, until such time as UMHSAC
may have its own, comprehensive administrative staff.

I'.•
I,

9. Strategic Issues. Following the financial report and discussion on UMHSAC's
finances, Dr. McLellan asked whether there had been any further, formal thlnking on
UMHSAC's longer term strategy. That triggered discussion of which the following are some
highlights:

o This meeting had originally been intended to be a strategic planning
meeting. But intense activity with the Mesaba Clinic and Mesabi
Regional Medical Center transactions prevented the requisite
preparation or time commitment. It was felt that a strategic planning
meeting for UMHSAC was still essential, but probably would have to
be postponed until at least April.
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o

o

The main thrusts for new clinical activities by UMHS, and probably
UMHSAC, probably would be working on CISN's with the Community
Clinic Consortium in the Twin Cities metropolitan area, and focusing
on the Iron Range outstate (particularly the East Range Clinic, if it
would have an interest). A lesser priority should be assigned to
smaller clinics, particularly in the metropolitan area where the first
priority for time and effort should be with the Community Clinic
Consortium.

A question was raised as to whether UMHSAC has enough staff for
clinic administration and to adequately pursue possible acquisitions of
additional practices.

10. Future Meetings. Mike Fay asked if future meetings could be rescheduled to
occur after the standing monthly meeting of UMHS's Board of Governors (generally on the
last Wednesday of every month). He suggested the meeting could occur commencing at
7:30 o'clock a.m. on the Thursday following the UMHS Board of Governors meetings. That
was agreeable to the directors present, and the next meeting was scheduled for 7:30 o'clock
a.m. on Thursday, February 23, 1995 at UMHS (specific location to be announced).

There being no further business to come before the meeting, the meeting adjoume,~

at approximately 9:03 o'clock a.m.

Respectfully submitted,

t- /C d~""'---)-
Keith A. Dunder, Secretary of University of Minnesota

Health System Affiliated Clinics, Inc.

The foregoing minutes were approved by the Board of Directors of UMHSAC at
their meeting of , 1995.

Keith A. Dunder, Secretary of
University of Minnesota Health System
Affiliated Clinics, Inc.
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Hinckley Health Care Center
Activity Update

• Finalize Building and Equipment Lease
Agreements between Band and UMHS by
3/17/95

~ Sovereign Immunity
~ Tribal Court Jurisdiction
~ Landlord Entity
~ Land Ownership
~ Amount of Rent and ROI
~ Land Purchase 3/17/95

• Create Management Svcs Agmt between
UMHS and Gateway Clinic

• Complete Facility Role and Program Planning
and Facility Sizing Activities

Must complete in next 60 days for Fall
1995 opening

'.



Mi!1e Lacs BandPu.tthases
('

New Clinic
(continued (rom page 1)

approved the increase.
• Peoples Service, who holds a con

tract to operate the City water and
sewer systems, requested an amend
ment to their contract for additional
funding.

The request made was to increase
the contract from $10,567 per month
to $12,036 per month.

Peoples cited the addition of anoth
er lift station, a new well and the
additional time that has been put in
by their personnel to meet the needs
of the City with all the construction
activities as reasons for the request.

Water use has increased by 12.6%
over 1993 and has increased 63%
from 1999 to 1993. This has meant
more cost of operntion since Peoples
took on the contract.

The Water and Sewer Commission
met with Peoples prior to the council
meeting and recommended that the
request be approved, which it was.

• Appointments were made to the
newly formed Airport Commission.
Bob Bircher was appointed for a 3
year term, Don Zeman was appointed
to a 2 year term and Darryl Nemetz
was appointed to serve a 1 year term.

They join 3 people from the Sand
stone ar~a in forming the new com
mission.

~
t

between his department and the.
council. The City Police·ComJ!lission
is already in place with council mem
bers Beutel, Lymburner and City
Clerk/Administrator Aumsus serving.

• City water and sewer users, can I
expect an increase in rates. After the t
Water and Sewer Commission met'~

with city staff, they recommended an !!
increase of 10% now and another 5% ~
increase in July or August. ~

The latest increase in rates came in ~

1993. This was a 1.8% increase for i
water and a 2.7% increase for sewer. .~
Prior to that, the last increase in i
rates occurred in 1987.

The Council compared rates in !

Hinckley to rates in surrounding com- :
munities. They found the rates here \
to be considerably lower than most.'
Typical monthly bills for water and .
sewer service (7000 gallons) were·
reported as follows:

Hinckley $27.22
Pine City $23.05
Sandstone $54.50
Mora $38.05
With the increase, the typical

Hinckley bill would move to $30.13
per month. These rates do not reflect I

additional service charges which may .
be added to the accounts in different .;
communities. .

The increase is intended to meet
dcpreciation and debt service expens
es and reflects no new debt service.

After consideration, the Council
(co"ti"um 0" page14)'

of the 30 year agreement with the
University of Minnesota, trust'status
would not be sought on the property.

In other City Council business:
The Council accepted the purchase of
the parcel known as the "Old Phillips
66" site by the Moose Lake Federal
Credit Union.

The Credit Union entered into
agreement with the City some time
ago to purchase the property located
across from Marge's Cafe on Old
Highway 61. However, due to the fact
that the site formerly held a bulk fuel
distribution station with tanks buried
in the ground, the property had to
undergo extensive soil testing.

The City had the necessary tests
performed and the property was
cleared by the Minnesota Pollution
Control Agency, allowing MLFCU to
purchase the parcel and begin con
struction.

The Credit Union intends to build a
new facility at the site and move their
Hinckley Office from where it is
presently located on Lawler Avenue.

• Pine County Sheriff Steve Haav
isto was present at the meeting to
discuss the new policing contract for
the upcoming year.

The contract reflected a minor rate
increase and, after discussion con
cerning, among other things,
increased protection during the sum
mer, was approved by the council.

Haavisto also requested that a
committee be formed to discuss issues

JProperty For New Clinic
Representatives of the Mille Lacs

Band of Ojibwe attended the meeting
of the Hinckley City Council last
Tuesday evening' and reached an
agreement on .the purchase of a par
cel of land at Hinckley's Industrial
Park.

The Mille Lacs·Band purchased an
8 acre parcel located just south of the
water tower, between 1-35 and Pine
County Road 140. Thc purchase price
of $48,000 was agreed upon and, after
discussion .about other matters con
ccrning the development, the Council
unanimously agreed to the sale.

The property will be used as the
site of a new medical clinic. The Mille
Lacs Band has entered into an agree
ment with the University of Minneso- .
ta for management of the public med-
ical clinic. '

The Council expressed concern on
the immcdiate use of the property.
Members insisted that the purchase
agreement include a phrase stating,
in effect, that if the property was not
developed for the stated intentions,
ownership of the property would
revert back to the City of Hinckley. .:

"We need that protection for the
taxpayers," stated Councilman Skip
Fagerstrom.

Mille Lacs Band Commissioner
Doug Twait stated that this was not a
problem.

"We're going to build and operate a
first class clinic," 'said Twait.

1\vllit also agreed that for the term
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UMHSAC Practice Acquisition Status
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Proposed
UMHSAC Non-Physician Salary Plan

FY 1996

Venioll: Felmulry 20,1995

1. Maximum of 3.25% combined COLA and Merit Increase provided on
7/1/95 with actual increase being a function of performance evaluation
outcomes.

2. AU UMHSAC Non-Physician employees will have a performance
evaluation completed prior to 7/1/95.

3. AU UMHSAC Non-physician employees will move to a July 1
annivenary date for purposes of future salary increases.

'.

4. July 1 eligibility rules:

• Annual Increase applied without respect to % time

• Ifhired between 7/1 and 12/31 of current fiscal year, salary
change will be effective on 7/1 of Budget fiscal year.

• If hired between 1/1 and 6/30 of current fiscal year, salary
change will be effective on 12/31 of Budget fiscal year;
annivenary date will change to 7/1 during the next fiscal year.



"

University of Minnesota Health System
Affiliated Clinics, Inc.

Consolidated Income Statement

For the Period Ended July 1,1994 to December 31,1994

December MTO December YTO

Vartllnce V,rtlInce
Ovet(Uncler) OVer(Underl

awlatl AmIIl 1IuklB· v,riance 'Jl, IIuklB M1uIl IwW1 yerl.oct 'Jl,

$104,041 $95,118 ($8,923) -9.4% Petlent~ CI\IrQ8lI $513,493 $457,443 ($56,050) -12.3%
787 5,089 4.302 84.5% Other 3,884 25,461 21,577 84.7%

104,828 100,207 (4,621) -4.6% Total Ae_ue 517.377 482,903 (34,474) -7.1%

26,010 28.220 2.210 7.8% Deductions From Ch1fge6 128.373 115,177 (13,196) -115%

78.818 71,987 (6,830) -9.5% Net Re".nue 389,004 367.726 (21.278) ·58%

25,055 25,442 387 1.5% Physician compensation 123,658 145,583 21,925 15.1%
2,506 1,598 (908) -58.8% Physician T_&Benefits 12,366 10,975 (1,391) -12.7%

27,560 27,040 (521) -1.9% Total Phyaiean Camp &Fe 136,024 158,558 20,534 13.1%

19,109 21,288 2,179 10.2% Non-Physician Gomj:lenUtlOn 94,310 102,674 8,364 '. 8.1%
3,214 1,258 (1,956) -155.6% Non-Physicien Taxn &~ 15,883 18,683 2,820 15.1%

22,323 22.545 223 1.0% Total Non-PtIYIician COInp & FB 110,173 121,357 11,184 9.2%

5,304 270 (5.033) -1861.9% MadicatSupplie& 26,176 621 (25,555) -41141%

1.075 0 (1,075) 0.0% Medical ConsulllngFees 5,307 617 (4,690) -760.1%
1,478 6.586 5,108 77.6% Dr\IQS 7.295 37,043 29,748 60.3%
1,388 2,033 664 32.7% Lab Fee- 6,753 23,114 16,361 70.8%

0 20 20 100.0% Travel 0 77 77 1000%
2,536 4,872 2.336 47.9% BiUing Fees 12,518 15,149 2,631 174%
2,248 2,234 (15) -0.7% OlIice Related .ElqletlIe 11,097 13,711 2,614 191%
9,316 9,406 90 1.0% Oc:cupancy EllpenSjt 45.980 48,728 2,748 5.6%

902 B99 (3) -0.3% .. Depreclalioll 4,450 4,477 27 0.6%
423 913 490 53.7% Protesaional·li!ll;illity~ 2,087 2,965 878 29.6%

1,725 6.599 4.874 73.9% Inttreet Exile"" 8.515 26,390 17,875 67.7%

152 231 79 34.3% Peyroll5erviclls. 750 1,244 494 39.7%

130 130 (0) -0.1% Bad Oebt 642 572 (70) -12.2%
727 380 (346) -91.0% Duea and SUblcriptions 3,586 2,747 (839) -30.5%

912 927 15 1.6% Management Fees 4.500 5,424 924 17.0%

0 683 683 100.0% MNCareTIIX 0 2,033 2,033 1000% I
i

344 0 (344) 0.0% Miscellaneous 1,698 613 (1.085) -1771%

78,523 85,769 7.245 9.2% Total Ell"nd1tll_ 387,551 483,439 75,888 16.4%.
$214 1513.781) 1514,078) 102.1% HetPrvflt(LouI 51,453 1595,712) 1$97,165) 101.5%



University of Minnesota Health System
Affiliated Clinics, Inc.

Staub Pediatric Clinic

Income Statement

For the Period Ended August 1, 1994 to December 31, 1994

December MTD December YTD

Varlanc. Vlriance

OVer(Und.r~ Over(Under)
.iwIpI ktliII IuQti YariaDee% IIwfatl ~ 8YsIPl Varlanc.'"

$104,041 $95,118 ($8,923) -9.4% Patient Service Charges $513,493 $457,443 ($56,050) -12.3%
787 2,298 1,512 65.8% Other 3,884 19,678 15,794 80.3%

104,828 97,417 (7,411 ) -7.6% Total Revenue 517,377 477,121 (40,256) -8.4%

26,010 28,220 2,210 7.8% Deductions From Chlrges 128,373 115,177 (13,196) -11.5%

78,818 69,197 (9,621) -13.9% Net Revenue 389,004 361,944 (27,060) -7.5%

25,055 25,442 387 1.5% Physicien Compensetion 123,658 145,583 21,925 " 15.1%
2,506 1,598 (908) -56.8% Physician Taxes &Benefits 12,366 10,975 (1,391) -12.7%

27,560 27,040 (521) -1.9% TotalPhysican Comp &FB 136,024 156,558 20,534 13.1%

19,109 21,288 2,179 10.2% Non-Physician Compensation 94,310 102,674 8,364 8.1%
3,214 1,258 (1,956) -155.6% Non-Physicien T8X1S & Benefits 15.863 18,683 2,820 15.1 %

22,323 22,545 223 1.0% Total Non-Physician Comp &FB 110.173 121,357 11,184 9.2%
I

5,304 . 270 (5,033) -1861.9% Medical SupplilS 26,176 621 (25,555) -4114.1%
1,075 0 (1,075) 0.0% Medical Consulting Fees 5,307 617 (4,690) -760.1%
1,478 6,586 5,108 77.6% Drugs 7,295 37,043 29,748 80.3%
1,368 2,033 664 32.7% Lab Fees 6,753 23,114 16,361 70.8%

0 20 20 100.0% Traver 0 77 77 100.0%
2,536 4,8n 2,336 47.9% Billing Fees 12,518 15,149 2,631 17.4%
2,248 1,859 (390) -21.0% 0IfiC8 Related Expensa 11,097 11,839 742 6.3%
9,316 8,982 (334) -3.7% OCCupancy EJ<pense 45,980 44,912 (1,068) -2.4%

902 899 (3) -0.3% Depreciation 4,450 4,477 27 0.6%
423 913 490 53.7% Profession8l Lillbllity.lnsurance 2,087 2,965 878 29.6%

1,725 1,999 274 13.7% Interest Expense 8,515 9,890 1,375 13.9%
152 231 79 34.3% Payroll ServiC8s 750 944 194 20.5%
130 130 (0) -0.1% Bad Debt 642 572 (70) -12.2%
727 380 (346) . -91.0% Dues and SUbscriptions 3,586 2,747 (839) -30.5%
912 927 15 1.6% Management Fees 4,500 3,176 (1,325) -41.7%

0 683 683 100.0% MNCare Tax 0 2,033 2,033 100.0%
344 0 (344) 0.0% Miscellaneous 1.698 573 (1,125) -196.5%

78,523 80,370 1,846 2.3% Total Expenditurea 387,551 438,663 51,112 11.7%

$294 ($11,173) ($11,4671 102.1·;' Net Profit(Lols) $1,453 ($71,719) ($78,172) 101.9%



University of Minnesota Health System
Affiliated Clinics, Inc.

Administrative

Income Statement

For the Period Ended July 1, 1994 to December 31, 1994

o.cemberMTO December YTD

Vlliance Virianci
OYIr(Undlr) Ovlr(Undlr)

.IIuIaIl AmW 8wIatl varlinci % .IIuIaIl AmW .IIuIaIl VlrlanCl%

SO SO SO 0.0% Patient service Charges SO SO SO 0.0%
0 2,790 2,790 100.0% Other 0 5,782 5,782 1000%

0 2,790 2,790 1000% Total Rlvinul 0 5.782 5.782 1000%

0 0 0 0.0% Deductions From Charges 0 0 0 00%

0 2,790 2,790 100.0% fMtRlvlnul 0 5.782 5,782 100.0%

0 0 0 0.0% Physician Compensation 0 0 0 00%
0 0 0 0.0% Physician Taxes & Benefits 0 0 0 00%

0 0 0 0.0% Total Physican Comp & FB 0 0 0 " 00%

0 0 0 0.0% Non-Physician Compensa1ion 0 0 0 0.0%
0 0 0 0.0% Non-Physician Taxes & Benefits 0 0 0 00%
0
0 0 0 0.0% Total Non-Physician Comp & FB 0 0 0 0.0%
0
0 0 0 0.0% Medical Supplies 0 0 0 0.0%
0 0 0 0.0% Medical Consutting Fees 0 0 0 00%

0 0 0 0.0% Drugs 0 0 0 00%
0 0 0 0.0% Lab Fees 0 0 0 0.0%

0 0 0 0.0% Travel 0 0 0 00%

0 0 0 0.0% BHllng Fees 0 0 0 0.0%

0 375 375 100.0% ~ Office Related Expense 0 1,872 1,872 100.0%

0 424 424 100.0% Occupancy Expense 0 3,816 3,816 1000%
0 0 0 0,0% Depreciation 0 0 0 0.0%

0 0 0 0.0% Professional Liability Insurance 0 0 0 00%

0 4,600 4,600 100.0% IntelllSt Expense 0 16,500 16,500 100.0%

0 0 0 0.0% Payroll 5ervices 0 300 300 1000%
0 0 0 0.0% Bad Debt 0 0 0 0.0%

0 0 0 0.0% Dues and Subscriptions 0 0 0 0.0%

0 0 0 0.0% Management Fees 0 2,249 2,249 100.0%
0 0 0 0.0% MNCare Tax 0 0 0 00%

0 0 0 0.0% Miscellaneous 0 40 40 1000%

0 5,399 5,399 100.0% Total Expendlturl. 0 24,776 24.776 1000%.
SO 152.801) (12,101) 100.0% Nit Proflt(Losl) SO (S18,994) (S18,9941 1000%



University of Minnesota Health System
Affiliated Clinics, Inc.

Statement of Cash Flows

For the Period July 1, 1994 to December 31,1994

Staub

Pediatric
QJ..inik

UMHSAC

Admin
Consolidated

19tal

... NetProflt(l,.oa)

Adjuatments

Depreciation

Change In Accounts Receivable
(Increale)Deerealeln PrepaiclExpenle

Inc....ae(Decr....) In Accounts Payable
IncreaU(Decreue}inAccfuedU8bilitiel

NetCaah Pr9videdby Operating Activities

lnveitlng Activit!..

($11,173) ($2,609) ($13,781)

899 0 899

5,505 0 5,505
(1,141) 0 (1,141)

(12,111) (701) (12,812)

6,398 4,600 10,998

(450) 3,899 3,449

'.
(11,623) 1,291 (10,332)

Acquitition.of PPE
ChaI'lge In Promlilory Notes

NetCilIhFrOlTl(U8ed)in Investinll Activities

Financing Actlvitl..

o
o

o

o
o

o

o
o

o

RepaymenfofNolet Payable

Change in Cuh -Operations

Change in Cash • Paymenb to Henry Staub

Cash at November 30.~884

(434) 0 (434)

$6,559 $1,291 ($10,766)
($18,615)

$208,714 $847,969 $1,056,682

$196,658 $849,259 $1,045,917



University of Minnesota Health System
Affiliated Clinics, Inc.

Balance Sheet

12/31/94

Cnh. Checldng
callh -Savinp
Cash - Other

AccOunISReoelv8b1cl
~ For UncoUec:libiu

Intangible~ - Staub Pediatric Clinic

Fixe<\.Assets
. Equipment-Fridley

Equipment· Shoreview
Leu: Accurnul8ted .Oepreciation

Total·f'ixed ......

Staub
Pediatric UMHSAC Consolidated

~ A.dmJn IQlIJ.

$69,052 $12,758 $81,809
127,606 87,359 214,965

0 749,143 749,143

196,658 849,259 1,045,917

126,838 0 126,838
(28,175) 0 (28,175)
98,663 0 98,663

227,800 0 227,800

12,529 0 12,529

44,245 0 44.245 '.
9,715 0 9,715

(4,477) 0 (4,477)

49,483 0 49,483

TotaIAnet. $585.133 $849,25' $1.434,392

AccountaPlyab!e
Trade AlP
Other· MgmtF...

Other -Du&toStaub Pecli8trlcGn:M./P,PA

TotalAccclunts P8yabIe

Accruedexpe_
AccruedPeytolI
Other
Tolal ACoruecfElq:leMes

Long-Term UabUitieS
WorkinO c8pbI Loan. Payeblcl .
Equipment Loan PaylIble

Practice P8yabIe .
Loan Payiiilte. Paten

. ToliIl Liabilitieli •..

Fund Ilalanee

YTO Net Income

Total LlabIlltlas and Fund Balanee

$4,899 $375 $5,274
3,194 2,249 5,443
5,713 0 5,713

13,806 2.623 16,430

43,913 0 43,913
2,033 16,500 18,533

45.946 16,500 62,446

325,000 0 325,000
51,201 0 51,201

227,800 0 227,800
0 749,143 749,143

604,001 749,143 1,353,144

617,807 751,766 1,369,574

(1,902) 99,987 98,085
(76,719) (18,994) (95,712)

$585,133 $849.259 $1.434,392
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UMHSAC Budgeting Process
FY 1995-96

• March and April 1995 Work with Clinic Managers and Clinic Medical
Directors on detailed Revenue, Supply, Support Staff and Equipment
Budgets.

~. Staub Clinic minimum Physician Compensation levels set through
12/31/97 (subject to Production Level and Employer Match
Adjustments).

~ Palen and Heights Physician Compensation guidelines for the
period 1/1/96 - 12/31/96.

• May 1995 Submit UMHSAC proposed budget to UMHSAC and UMHS
Boards for information.

• June 1995 UMHSAC proposed budget to UMHSAC and UMHS
Boards for action.

• July 1995 Beginning of UMHSAC 1995-96 fiscal year

r



DEP,'RTMENT OF THE TREASURY.. INTE:~'NAL - REVENUe: SERVICE
DISTRICT DIRECTOR
POBOX A-3290 DPN 22-2
CHICAGO, IL 60690

~ 'tE!: IA? ~ ,: '9S5
UNiVERSITY OF MINNESOTA HEALTH

SYSTEM AFFILIATED CLINICS INC
c/o STEPHEN C GRVGAY ADMIN

GIO THOMAS J DOYLE
fEU-IABER LARSON FENLDN 8 'JOGT P ,~

4200 FIRST BANK PLACE
MINNESOTA, MN 55402-4302

(I.a-ar' App I ican·t;:

Employer Id~ntific~tion Numher:
41--17 6~:'1n;

Gel':;£, Numb€-!':
36'134704:'

CCt'ntaci; Ptio'f"::,on:.
J. WOHLI~AE:

Cc'otact Tt?I':phon ... Numht'!r~

(3:L2) 8:36-,6532

Ac:ce<uni;ing PiOfr'iod End ing:
JUNE 30.

Form 990 Rt?quired:
YES.

Addendum Applies:
NO ..

C'';';t:..<r 'j,;.<. ... h .:.1/ tlI-{1t5,k

J ~chr:s ill 3/ tI /~{'

~",hrrr '

Based on information supplied, and assuming your operation5 Hil I be as
stated in your ~pplication for recognition of exemption, He hav~ determin~d

Y':'U are ~l'):emp·t; frclm Federal incorllt- ta:.: under section 501(a) o'f the- IntE.'rn·31
R.a-v~nue Code as an o~ganization d~scrib~d in section 501(c) (3).

We have further determined that you are- not a private
~,:he meaning o'f !;ection 509(cl) clf the Cc,lde-, bfl'Caus.: you ar"e

sc:ribed in sec:tion!; 509(a) (1) i~nd 170(bH!>(AHiii).

foundation within
an c'Y'ga n i =~at i (r'n

If your sources of support, or your purposes, c:haracter, or method of
operation chang~, please let us knoH so He can consider the e-ff~ct of the
charlge cln ye.ur t=!xempt statu!; and fc.undatic.n !;tatus. In the caSE! of an am,:nc!
m.a-nt to your organizational document or byJaHs, ple~se send us ~ copy of the
amended docum~nt or bylaws. Also, you 5hould inform us of al I c:hanges in your
namE! CI r add ress.

As of Janu~ry 1~ 1984, you are I iable for ta~e5 under the Federal
Insurance Contributions Act (social security taxes) on remuneration of $100
or more you pay to each of your employe-~s du~ing ~ calendar y.a-ar. You ar~

not liable for the tax imp05ed under th~ Federal Un~mployment T~x Act (FUTA).

Since- you ~re not a private foundation, you ~i~ not subj~ct to the t?xcise
t.axt=!s under Chapter -12 of the Cc.de. HC'HfNer·, yc.u ar'e not a ut,:.mClt j ca I I yo e:>:p.nlpt
from other Federal eHcise t~xes. If you have any questions about excise,
employment, or ~ther Federal taxes, ple~se let us know.

Grantors and contributc.rs lIIi~Y rely on this d.:tE!rmination unless the
Int~rnal Revenu~ Service publishes notic:e to the contrary. How~Yer, if you
los~ you~ section 509(a) (4) status, a granto~ or contributor may not rely
on this determination if he or she Has in pa~t responsible for, or Has aware
of, the act or fai lu~e to ac:t, o~ the substantial Qr material change on the
p~rt of the org~nization that resulte-d in your loss of such status, or if he or

f ..... "" acquired I(n(lj.lled!~c? th,3t the :enter·n.)! Revmlu2 :3enJicE' had giv l?ll notict? that
,..., U 1-1CIuld ne. longer be cl.as!;if ied as ,3 !;ectioll 50'Y(cl) (4) orgil'Oi::ation.

Letter 947 (OO/CG)
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CNIVERSITV OF MINNESIHA HEAL.TH

Donors 1I·:lY deduct contr'ibuti.)ns '1;.) y,)U as pr,)vided in se.:tio!i 1:'0 of the
Cod~. Bequests, legacies, devises, transfers, or gifts to you e,F for your use
are deductib'~ for Federal ~state and gift tax purposes if th~y meet the
appl icable provisions of Code sections 2055, 2106, and 2522.

Coni;ribu'tic.n deductil,n~i are al'"wJble to don,)rs only to the! extt?nt that
their contributions are gifts, with no consideration received. Ticket pur
chases and similar payments in conjunction with fundraising events may not
n.:cflssari I'll qual ify as deduc:tiblt~ c"n·tributions, depending on the cil~,:um

stances. See R~venue Rul ing 67-246, published in Cumulative Sui letin 1967-2,
on page 104, which sets forth gUideline$ regarding the deductibi lity~ as chari
table contributions, of payMents Made by taxpayers for admission to or other
participation in fundraising activities for charity.

In the heading of thi~ letter we have indicated whether you must fi Ie Form
990, Return "'f CJrganizati"n Exempt Fr"l1 lnc"me Ta:><. If Ves i~ indici!ted, y,:,u
are required ·to fi Ie F')rDl 990 on Iy if ~'.:,ur g'''''ss rec:eipts each ~Iear ar~

n.)rllally 1I"re than $~~5,000. H"wt~ver, if you receivfl a Forni 990 package in t;he
Ilail, plt~ase 'file tht~ return even if 'Iou d" th,t exce~ed the gr"s~; rec~~ipts tElst.
If you are not required to file, simply attach th~ label provid~d, check th~

box in the heading to indicate thdt your annual gross receipt~ ~re normally
$25,000 or less, and sign the return.

~ If a returrl is ,"equireclt it lIIust be! fil~~d by the 15th day clf th~i' fif·th
month after the end of your annual accounting period. A penalty of 510 a d~y

is charged wh~n a return is fi led lat~t unless th~r~ is reasonable cause for
the delay. How~ver, the maximum penalty charged cannot exceed $5,000 or 5 per
c~nt of your gross receipts for the y~dr, whichever is less. This penalty May
also be charg~d if a return is not complete, so please be sur~ your return is
cOllplete before you file it.

You are not required to file Federal income tax returns unless you are
subject to th~ tax on unr~l~ted busin~s$ income und~r section 511 of the Code.
If you are subj~ct to this tax, you must file an income tax r~turn on Form
990-T, EKempt Organization Business Income Tax Return. In this letter we are
not determining whether any of your pre$ent or proposed activities a~e unre
lat~d trade or business a~ defined in s~ction 513 of the Code.

You need an employer identification number even if you hav~ no eMploye~s.

If an employer identification number wa$ not entered on your application, a
number will b~ ~ssigned to you and you Hil I be advised of it. Please use that
number on all r~turns you fi Ie and in al I correspondence with the Internal
R~Y~nue Service.

If He have indicated in the heading of this letter that an addendum
appl ies, the enclosed addendum is an integral part of this lett~r.

Because this letter could help r~solve any questions about your exempt
atus and foundation statu$' you should keep it in your perman~nt record~.

L~tter 947 (OO/CG)
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'-."li'lIVERSrrv OF MINNESDTA HEAL.TH

If YC1U havfl any ques'ticrns, pleaso: c:ccnta(:t thl!' persc.Tl who'S€- niilRlt? and
to:l~phon~ number are shown in th~ heading of this I~tter.

Si nCf!'re Iy yc.urs,

_U"rIi

Day

dt. Auo
)i r'ectol'

Lo:tter 947 (OO/CG)



~OUzrItabk Contributions •
Substantiation and Disdo.swe Requirements

Q/" ~'t)ER THE NEW LAW, CHARJTIES WILL NEED TO PRo.
.. ENEW KINDS OF INFORMATION TO DONORS. Failure to
10 may result in cIerUal ofdeductions to donors and the imposition of

?CftI1tics on charities.

l.elisWion siped into law by the Pmident on Aupst 10. 1993, con·
:jW a Dumber of .ipificant provisions atfeetinl IU-eXempt chari&able
'!JlJIizalions described in section 'OJ(c)(3) of the Internal Revenue
:ode. These provisions incJude: (1) DeW substantiation requirements for
~onors, and (2) new pUblic dilc:JOIure requirements for charities (with
;lOlenbal penalties for faWn, to comply). Additionally, charities should
note that donors could be penalized by loss of the deduction if they flU
to lubs&antiate. THE SUBSTANTIATION AND DISCLOSURE
PROVJSIONS APPLY TO CONTRIBUTIONS MADE AfTER
JECEMBER 31.1f9~.

:barities need to famIJiarize themselves with these fIX law c:baJIps in
"10 brinl themseJves into compliance. This Publication alcns you
) the DeW provisions atrectina IU-exempt chari&abJe oraanizalions. Set
'"" beJow Itt briefducriptions of the new law'l key provisions. De
'UemIJ Revenue Service plans 10 provide funher JUidance in the near
;mare.

Jocumentinl Certain Charitable Contributions. - BeJinnin. Janu·
o:y J. J994. no deduction will be allowed under section 170 of the Inter·

(;.. evenue Code for any charitable conaibution of 5250 or more un-
. donor has contemporaneous wrinen substantiation from the
..j.In cases where the charity has provided loods or services to the

~or in exchange for making the conaibution. this contemporaneous
Tinen acknowledgement must inc:Iude a good faith estimate of the
due of such goods or services. Thus. taxpayers may no longer rely
IIely on a cancelled check to substantille a cash conaibution of 5250
'JDOre.

!)e substantiarion must be "contemporaneous."1'hat is. it must be ob
ined by the donor no Jller than the dare the donor actually files a reo
m for the tax year in which the conaibution was made. If the retu", i~

led after the due dale or extended due dale. then the substantiation
ust have been obtained by the due date or eXtended due date.

be responsfbUity for obtaining this substantiation lies with the do
)f, who must request it from the charity. The charity is not required
record or repon this infonnation to the IRS on behaJ! ofdonors.

Ie Jegislation provides that substantillion will 11m be required if. in
c:ordance with reguJllions prescribed by the Sec:rewy. the charity
?ans directJy to the IRS the information required to be provided in the
;nen substantiation. At present., there are no regulations establishing
xedures for direct reponing by charities to the IRS ofcharitable con·
i2utions made in J994. ConsequentJy, charities and donors should be
!pMed to provide/obtain the described substantiation for 1994 conai·
tl,)n5 of $250 or more.

:ere is no prescribed format for the written acknowledgement. For
ample. leners. postcards or computer·,enerated forms may be accept·
!C. The acknowledgement does not have to include the donor's social

"

./. :)f tax identification number. It must. however. provide suffi·
, .· ...onnalion to substantille the amount of the deductible conaibu·

. e acknOWledgement should note the amount ofany cash conai·
tlon. However. if the donation is in the fonn of propeny. then the
-{nowledgement must describe. but need not value. such property.
JiIIlion of the dOnaled property is the responsibility of the donor.

The wrirten substantiation should also note whether me donee OIJaniza·
Jrl provided any ,oods or services in c:onsidera1ion. in whole or in pan.

:or the conaibution and. if10. must provide a description and ,ood·faith
estimate of the value of the ,oods or services. In the DeW law these are
referred to IS "quid pro quo conaibutions."

PJease note that there Is a newJaw requiriDa cbarities to furnish
disclosure statements to donon for such quid pro quo donations lD
excess of $75. Tbis Is addressed In the next ltdioD reprdinl Dildo
lure B)' Cbarit)'.

If the ,oods or services consist entiftJy of imanJible relilious ljeJIefits,
the statement should indicate this, but the statement need Dot describe or
proVide an estimate of the value oftbese benefits. "Intan,ibJe reli,ious
benefits" are also discwsed in the foUowiq aecr:ion on Disclosure By
Charity. If, on the other hand. the donor received notbinl in retum for
the conaibution, the written lubstantiation must 10 awe.

The present law remains in effect that, ,enmJJy,.if the value ofan item
or JI'Oup of like items exceeds 55.000, the dlX1Qf mu~t obWn • q!!l1iftr.d
appraisal and submit an appraisal IWMW')' with the return clairDiq the
deduction.

The oraaniwion may either proVide IepIIIte statements for each conai·
bution of5250 or more from a Wtplyer, or fumiIh periodic statements
substantiatina conaibutions of5250 ormore.

Separate payments are re,arded IS independent c:onaibutions and are
DOt apil1ed for pwposes of measuring the 5250 threshoJc1 However.
the Service is authorized to es&ablish anti·abuse JUles to prevent avoid·
ance of the substantiation requirement by taxpaym writin, separate
smalJer checks on the same eWe.

IIdonations are made throuJh pa)'l"OU deductions. the deduction from
each paycheck is regarded IS • separate payment.

A charity that knowingly provides faise wrinen substantiation to a donor
may be subject to the penalties for aiding and abening an underswe
ment of tax liability under section 6701 of the Code.

Disdosure by Outrity cfRixiiptcf
0zid Pro QJlo Contribution

Beginnin, Jar1\wy J. J994. under new section 6JJ5 of the Internal Rev·
enue Code. a charitable crg:W:.:atior. nnw: pro.i& i wlifitil di~luswe
lWemel1t to donors who make a payment., desaibed IS a "quid pro quo
conaibution." in excess of5". This requirement is separate from the
wrinen substantillion required for deductibility purposes as discussed
above. While. in c:enain circumstances. an organization may be able to
meet both requirements with the same written document. an organiza
tion must be careful to satisfy the section 6115 written discJosure state
ment requirement in a timeJy manner because of the penalties involved.

A quid pro quo conaibution is a payment made panly IS a conaibution
and partly for ,oods or services provided to the donor by the c:harity. An
example ofa qUid pro quo conaibution is where the donor gives a char·
ity 5JOO in consideration for a concen tickt: valued at $40. In this ex·
ample. 560 wouJd be deductibJe. Because the donor's payment (quid pro
quo conaibution) exceeds 575. the disclosure statement must be fur·
nished. even though the deductible amount does not exceed $75.

Separate payments of 575 or Jess made at diffmnt times of the year for
separate fundraising events will not be aggregated for pwposes of the
5751hreshold. However. the Service is authorized to develop anri·abuse
rules (0 prevent avoidance of !his disclosure requirement in siruations
iuch IS the writing ofmultiple checks for the same transaction.

The required wrinen disc:losure swement must

(J) infonn the donor that the amount of the c:onDibution that is de·



cluc:lible for federal income III purposes is limited 10 me acess
of any money (and the value of any property ocher 1ban money)
contributed by the donor over the value oraoods 0I1r:t\'ICeI pr0
vided by the charity. and

(2) provide the donor with I ,000·faid! estimIIc or me value or the
,oods or services dw the donor received.

The clwity must furnish the staIement in connection wiIh either the
soliciwion or the receipt of the quid pro quo COflaibuban. Ifme disclo
sure swcmem is furnished in connection with I plfticular IOticiwion. it
is not necessary for the OTIanization to provide anocher swement when
the associated contribution is actually received.

The disclosure must be in writinl and must be made in I manner dw is
rcuonab1y likely to come to the aaention of the donor. For example. I

disclosure in small print within • Jaraer document milht not meet Ibis
JeqUiranenL

In the foUowinl1hree circumstances. the disclosure IWanent is not
nquired.

(1) Where the only ,oods or services given to. donor meet the 11Ift
duds for "'insubstantial value" set out in section 3.01. J'II'IPIPb
2 of Rev. Proc. ~12. 1990-1 C.B.•71. asampUfied by section
2.01 of Rev. Proc. 92~9. 1992·1 C.B. 987 (or any updares ar
revisions thereof):

(2) Where thm is no donative element involved in a pIfticuJar
lrInSIClion with I charity. such IS in • typical museum Jilt shop
sale.

(3) Where there is only an intangible religious benefit provided 10
the donor. The intangible relilious benefit must be provided to

Internal Revenue Service
1111 Constitution Avenue. NW
Washington. D.C. 20224

&he donor by an orpnizaDon cqanized exclusively for reU'"
purposes. and must be of I type dw ,enaalIy is not IOId iD a
commerciaJ nnsaction outside the donative contexL An u·
ample of an intanl1"ble religious benefit would be IdmisIion ~. . "\
religious ceremony. The exception also generally applies to L.....,

minimis tangible benefilS.1UCb IS wine. provided in connectiIa
with • religious ceremony. The intangible reliJious benefit ea-
c:eption. however. docs not apply to such items IS paymems ..
tuition for edue:ation leading to I recognized depee. 01 for ....
services. 01 consumer loads.

Apenalty is imposed on charities dw do not meet the disclosure reo
quiremenlS. For failure to make the required disclosure in CClIUIeCIica
wid! • quid pro quo conaibution of more than 515.1here is a penalty"
SI0 per contribution. not to exceed SS.ooo per fundraising evcm ar
mailing. The charity may avoid the penalty if it CIn show thIr the,..
.was due to reasonable cause.

Please note that the prevaDiDI basic rule aIIowiaa donor deduc&.
oaJy to the extent that the payment uceeds the fair market ....~
the aoods or services received in retum stiU applies ,enerally 10.
quid pro quo cootributioDs. The 51S threshold pertains only to..
obliption to disclose and the imposition of the $10 per coatrib....
penalty, DOt the rule on deductibiUty of the paymeaL

fj] Department of the Treuury
Internal Revenue lervtoe
Publication 1771 (11-83)

eataJog Number 200540

Bulk Rate
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IRS
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UNIVERSITY OF MINNESOTA

HEALTH SYSTEM AFFILIATED CLINICS, INC.
("UMHSAC")

3/21/95 Meeting of the Board of Governors

AGENDA

1. Approval of 2/23/95 Minutes
2. Hinckley Health Care Center Status
3. Central Internal Medicine, P.A. - Purchase Offer Status
4. West Side Community Clinic Status
5. Mesaba Clinic Status
6. Practice Acquisition Status
7. January, 1995 FYTD Financial Statements
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UNIVERSIlY OF MINNESOTA
HEALTH SYSTEM AFFILIATED CLINICS, INC. ("UMHSAC")

Minutes of the 2/23/95 Meeting of the Board of Directors

Attendees

In Person

Pat Board
Michael Fay
Clifford Fearing
Daniel McLellan, M.D.
Helen Pitt

Location

Non-Director Attendees

Keith A Dunder, Hospital Counsel
Stephan C. Grygar, UMHC Finance •

Department
Thomas J. Doyle, Attorney

The University of Minnesota Hospital & Clinic (in the Bridges Board Room, Harvard
Street at East River Road, Minneapolis, Minnesota).

O.-der of Business

Cliff Fearing called the meeting to order at 7:38 o'clock a.m., pursuant to prior
notice. All directors had received a packet (the "Directors' Packet"), including the Agenda,
the minutes of the 1/27/95 meeting of the Board of Directors, an activity update and
newspaper clipping on Hinckley Health Care Center, a summary of practice acquisition
status, a proposed non-physician salary plan for fiscal year 1996, December, 1994 fiscal year
to-date financial statements and a proposed budget process for fiscal year 1995-96.

1. Approval of Prior Minutes. Cliff Fearing called for any changes to the
minutes of the January 27, 1995 Meeting. Mike Fay moved to accept the minutes and
Helen Pitt seconded the motion, which was approved by voice vote with no dissenting votes
being heard.

2. Heights Medical Clinic Report. Steve Grygar reported on the closing of the
acquisition of the assets of Palen Clinic, P.A on February 2, 1995. He advised that the
remaining open issue is to finalize the identification of accounts receivable being purchased
by UMHSAC. He predicted this would be done in a couple of days. Steve advised of his
intention to account for the two separate components of Heights Medical Clinic as separate
revenue and cost centers, one being the clinic site on Lake Street in Minneapolis, and the
other being the clinic site in Columbia Heights.

3. General Discussion on Certain Physician and Billing Issues. In response to
some questions asked by Dr. McLellan, Steve advised that Dr. Cortez is the medical director
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of Heights Medical Clinic. This was accepted by the Board. Dr. Mclellan then asked if
that meant there was a Physicians Committee now in existence, consisting of him and Dr.
Cortez. That was accepted by consensus of the Board and Dr. Mclellan was encouraged
to meet with Dr. Cortez, and for the two of them to start functioning as a Physicians
Committee.

That discussion led to some discussion about privileges available to UMHSAC
physicians. Currently only those UMHSAC physicians who have faculty appointments at the
University of Minnesota Hospital & Clinic ("UMHC") have privileges at UMHS.

Cliff Fearing raised issues of billing and administration for multiple clinics. He raised
the issue of what consolidation might be appropriate, what resources UMHSAC might draw
on or what collaborations UMHSAC might enter into for billing and administrative services.
He also raised the issue of whether the Columbia Heights site might become a pediatric
care site. Discussion ensued. In the course of that discussion, Steve Grygar advised that
Heights Clinic in Columbia Heights has hardware and software that could be used for all
UMHSAC billing and collection functions at the present time. Pat Board advised that
University of Minnesota Clinical Associates ("UMCA") will have the capacity to provide
billing, commencing perhaps in August. Steve Grygar noted that all governmental pay
payments to a single provider number must go to a single address. But it was acknowledged
in discussion that would not preclude UMHSAC from either consolidating its billing and
collection services at the Columbia Heights location or contracting with UMCA or any other
entity for billing and collection services. Steve Grygar was then asked to prepare an analysis
as to options for consolidating billing and collection services within UMHSAC or contracting
it out, and the relative projected costs and savings involved.

4. Hinckley Clinic Report. It was reported that there seem to be three sets of
issues: lease issues, financing issues, and issues concerning the role of Gateway Family
Health Clinic. Tom Doyle commented upon lease issues, including issues as to tribal
sovereignty and jurisdiction. He advised that Jim Blomquist in his office is attempting to
set up a meeting with representatives of the Mille Lacs Band of Ojibwe.

S. Discussion on Quality or Care Issues. The discussion of some sort of
management arrangement with Gateway Family Health Clinic led to discussion of how
UMHSAC would handle quality of care issues. It was pointed out that there was a need for
demonstrable quality assurance, both to ensure UMHSAC's competitiveness and to address
potential liability. After general discussion on this point, the consensus of the directors was
to keep up general discussions'on the issue in future meetings, with the intention of evolving
to a point where UMHSAC can develop and state particular practices and policies with
respect to quality assurance matters. It was felt that any attempt to do anything more
specific within the next 60 days or so would not be possible given other commitments of
UMHSAC's officers and directors.
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6. Central Internal Medicine Associates ("CIMA"). Steve Grygar reported on
the January 30 meeting between representatives of CIMA, Steve and Tom Doyle. Certain
questions were asked about the level of clinical visits to CIMA There was general
discussion on the possible acquisition of CIMA and on clinical acquisitions in general. Tom
Doyle outlined the general terms of a possible offer by UMHSAC to acquire assets of
CIMA Steve Grygar noted that compensation will be principally production based. There
seemed to be general concurrence on the part of the directors to proceed with discussions
along the lines outlined by Tom Doyle and Steve Grygar - certainly no objections were
heard.

7. West Side Community Clinic. Steve Grygar reported on attempts to obtain
financial information about this clinic. So far, the clinic has not fully responded to requests
for that information. Cliff Fearing reported on preliminary discussions between the
University of Minnesota Health System ("UMHS") and the Community Clinic Consortium
for the possible formation of two community integrated service networks, one serving
principally Saint Paul and the other serving principally Minneapolis. He advised that West
Side Community Clinic, if it affiliates with UMHSAC or UMHS, might serve as the anchor
for such a network in Saint Paul. Cliff advised the Board that he and others would continue
meeting with the Community Clinic Consortium and would advise the Board as this
possibility develops.

8. Practice Acquisition Status· Generally. The practice acquisition status report
in the Directors' Packet was reviewed. The status of certain practice acquisition possibilities
was discussed.

9. Non-Physician Salary Plan. Steve Grygar reviewed the material in the
Directors' Packet regarding proposed staff salary adjustments. ACTION: Following
discussion, Pat Board moved acceptance of the plan. Mike Fay seconded the motion and
it was approved by voice vote with po dissenting votes being heard.

10. Budgeting Process. Steve Grygar reviewed the proposed budgeting process
as set forth in the Director's Packet. It called for a proposed budget at the May, 1995
Board meeting, to be adopted at the June, 1995 Board meeting. The budget must also be
approved by UMHS, pursuant to the powers reserved to UMHS as the sole member of
UMHSAC. Following discussion, Steve Grygar was directed to have the proposed budget
ready for initial consideration by UMHSAC's directors at their April, 1995 meeting, with a
special meeting of the UMHSAC Board to be scheduled for approximately two weeks
before the May 24, 1995 meeting of the UMHS Board of Governors. UMHSAC's directors
will review the budget for their information at their April meeting and discuss necessary
changes. They will reconsider and adopt the revised budget at the special meeting in early
May. The budget will be presented for the information of the UMHS Board of Governors
at the meeting of that Board on May 24, 1995. This schedule should allow the UMHS
Board of Governors to adopt a final budget in June, reflecting any revisions made as a
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consequence of the May 24 presentation. This schedule will enable UMHSAC to have the
budget in place prior to the commencement of UMHSAC's 1996 fiscal year, on July 1, 1995.

11. Financial Statements. The financial statements in the Directors' Packet were
reviewed. Particular questions were asked regarding billing fees and other particular line
items. There was further discussion about the possibility of reducing billing fees by
consolidating UMHSAC's billing functions, with the thought that might enable UMHSAC
to reach a break-even point. Other cost savings possibilities were touched upon.

NEXT MEETING SET; Mike Fay departed at 9:28 o'clock a.m. Before he did so,
he raised the issue of inviting Dr. Cortez to the next meeting of UMHSAC's Directors. It
was agreed by consensus that should be done, so as to introduce Dr. Cortez to the group
and formalize the establishment of a Physicians Committee consisting of Drs. McLellan and
Cortez. In connection with that, there was discussion of rescheduling the next meeting of
UMHSAC's Board of Directors. It Was determined to set the next meetin~ for the evenin~

of March 21. 1995.

12. Staff Privilege Dues. Steve Grygar raised the issue of UMHSAC's payment
of annual hospital dues, principally in terms of seeking guidance as to the number of
hospitals for which UMHSAC should pay annual staff privilege dues. Discussion followed.
Dr. McLellan was asked to speak to the issue of where physicians in Staub Pediatric Group
needed privileges. He discussed the need for the physicians to maintain a presence in the
broader pediatric community. Also their use of hospitals facilities. It was concluded by
consensus of the remaining directors that UMHSAC would pay for hospital staff privileges
at those hospitals at which UMHSAC physicians have privileges and are admitting patients
utilizing the facilities, without at this point restricting the number or identity of those
hospitals beyond a reasonableness standard.

There being no further business to come before the meeting, the meeting adjourned
by consensus of the Directors at approximately 9:35 o'clock a.m.

Respectfully submitted,

£-/L IJ-c ,
Keith A Dunder, Secretary of University of Minnesota

Health System Affiliated Clinics, Inc.
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The foregoing minutes were approved by the Board of Directors of UMHSAC at
their meeting of March 21, 1995.

Keith A Dunder, Secretary of
University of Minnesota Health System
Affiliated Clinics, Inc.

1IIIjd3103.duB

-5-



~ Version:

UMHSAC Practice Acquisition Status

16-Mar-95

• . . ----(A) (B) (C) (D) (A) (B) (A) (B)

::stauD ,",eOlatnc uroup A- A- A- A- A- A- A- A- A- A-

t"alen ...,lImc A- A- A- A- A- A- A- A- A- A-

HincKley lNew ...,lImc} A- )If.. )If.. )If.. )If.. )If.. A-

t\U5n vl1:y ...,lImc A- A- A- A- A- A- A-

urana t<aPlas A- A-

...,emral Imemal MealClne A- A- A- A- A- A- A-

MeSaDa ...,lImc A- A- A- A- A- A- A- A- A-

uramte roalls A- A-

ManKatO

MesaDI Keglonal MeDical limr

west :::;Ioe ...,omm HealIn limr A- )If.. A-

t:ast Kange lillmcs )If..
--

....:..... --
-

Dcfjnitjmv°
PII_IW
PII_I(B)

PIIael (C)

PIIael(D)

PIIaellW
Pll-.H(B)

PIIaeHIW
PIIaeHI(B)

PIIaeW
PIIae V

InIroductoIy M88tInQ
UMHSAC fDIIorMJp
ClInIc ConIfrmatJon; UMHSAC ortgInefed Letter-of-Intent, MlctD-proceu outline. det8IIfId fInMciIJIlnformation 18qU8llt

Infonn8tJon ret:IIIpt by UMHSAC
TqIbIe and Intangible V8Iu8IIanI (Bldg, Eqpt cI Pr8ctIca)
UMHSAC df8r preNnt8t1on
Offer NagotIation
Offer AgrMmant
UMHSAC Due Diligence
Closing



University of Minnesota Health System
Affiliated Clinics, Inc.

Consolidated Income Statement

For the Period Ended JUly 1, 1994 to January 31,1995

January MTD January YTD

Varlanca Variance

Over(Under) Over(Underl

IlI.uW1 Amul IIYll.aII Varlanet '" IIYll.aII Amul IlI.uW1 Variance %

5108,203 597,820 ($10,383) -10,6% Patient SeMce Charges 5621,696 5555,263 (566433) -120'10
797 4,761 3,965 83,3% Other 4,681 30,222 25,541 84 5'10

108,999 102,581 (6,418) -63% Total Revenue 626,376 585.485 (40,892) -70'10

27,051 12,143 (14,908) -122 8'/, Deductions From Charges 155,424 127,320 (28104) -221'10

81,948 90.438 8.490 94'10 Net Revenue 470,952 458,164 (12788) -28'10

26,071 24,844 (1,227) -49'10 PhYSICian Compensation 149,729 170,427 20,699 121'10

2,607 3,147 540 17.2% PhySICian Taxes & Benefits 14,973 14,122 (851) -60'10

28,677 27,991 (686) -25'10 Total Physican Com~& FB 164,701 184,549 19,848 108'10

19,750 20,026 276 14'10 Non-PhYSIcian Compensation 114,060 122700 8,640 70'10

3,527 4,411 883 20,0% Non-Physician Taxes & Benefits 19,390 23,093 3,703 160'10, ~--_ .. _- _._._ .._---" -----
23278 24.437 1,159 47'10 Total Non-Physlc,an Comp & FB 133.451 145794 12343 85'10

5,549 84 (5,465) -65439% Medical Supplies 31725 705 (31020) -44020'10

472 0 (472) 0,0% Medical Consu~ing Fees 5,779 617 (5162) -8366'10

1,546 7,816 6,269 802% Drugs 8,841 44,858 36,017 80,3'10

1,432 2,481 1,050 423'10 Lab Fees 8,185 25,595 17.411 680'10

0 0 0 0,0% Travel 0 77 77 1000'10

2,344 2,670 326 12,2% Billing Fees 14,862 17,819 2,957 16,6%

1,550 2,138 588 275% OIIice Related Expense 12,647 15,849 3,202 20,2%

9,747 9,428 (319) -3,4% Occu~ncy Expense 55,727 58,158 2.429 4,2%

567 899 333 370% Deprec,ation 5,017 5,376 360 67%

527 1,257 729 580% Professional Liabilrty Insurance 2,614 4,222 1,608 381%

1,844 6,767 4,923 72,8% Interest Expense 10,359 33157 22.798 688%

166 153 (13) -8,2% Payroll Services 916 1,397 481 34,4%

73 0 (73) 0,0% Bad Debt 715 572 (143) -250'10

760 1,036 276 266% Dues and SubSCriptions 4,346 3,783 (563) -149'10

917 919 2 02% Management Fees 5.417 6,343 926 146'10

0 750 750 1000% MNCare Tax 0 2,783 2783 1000%

495 218 (277) -1269% Miscellaneous 2,193 831 (1.362) -1639'10

79,944 89,043 9,100 11.4% Total Expenditures 467.495 552.482 84,987 154'10

52,005 51,395 ($610) 043.7% Net Protlt(Loss) 53,458 (594,318) (597.n5) 103.7%



University of Minnesota Health System
Affiliated Clinics, Inc.

Staub Pediatric Clinic

Income Statement

For the Period Ended August 1, 1994 to January 31, 1995

January MTD January YTD

Variance Variance
Over(Under) Over(Under)

"

I!.HkI.t1 AduII. I!.HkI.t1 varianett;, flwl.W AduII. bdat variance 'I.

$108,203 $97,820 ($10,383) -10,6% Patient Service Charges $621,696 $555,263 ($66,433) -12,0%

$797 1,928 1,132 58,7°,," Other 4,681 21,607 16,926 78,3%

108,999 99,748 (9,251) -9.3% Total Revenue 626,376 576,870 (49,507) -8.6%

27,051 12,143 (14,908) -122.8% Deductions From Charges 155,424 127,320 (28,104) -22.1%

81,948 87,605 5,657 6,5% Net Revenue 470,952 449,549 (21,403) -4.8%

26,071 24,844 (1,227) -4.9% Physician Compensation 149,729 170,427 20,699 12,1%

2,607 3,147 540 17.2% Physician Taxes & Benefits 14,973 14,122 (851) -6.0%

28,677 27,991 (686) -2.5% Total Physican Comp & FB 164,701 184,549 19,848 10.8%

19,750 20,026 276 1.4% Non-Physician Compensation 114,060 122,700 8,640 7,0%

3,527 4,411 883 20.0% Non-Physician Taxes & Benefits 19,390 23,093 3,703 16.0%

_._---
-----~~- -- ..- -~ - --. ---- -----

23,278 24,437 1,159 4.7% Total Non-Physician Comp & FB 133,451 145,794 12.343 8,5%

5,549 84 (5,465) -6543.9°,," Medical Supplies 31,725 705 (31,020) -44020%

472 0 (472) 0,0% Medical Consulting Fees 5,779 617 (5,162) -836.6%

1,546 7,816 6,269 80.2% Drugs 8,841 44,858 36,017 80.3%

1,432 2,481 1,050 42.3% Lab Fees 8,185 25,595 17,411 68.0%

0 0 0 0.0% Travel 0 77 77 100.0%

2,344 2,670 326 12.2% Billing Fees 14,862 17,819 2,957 16.6%

1,550 2,138 588 27.5% Office Related Expense 12,647 13,977 1,331 9.5%

9,747 9,004 (743) -8.3% Occupancy Expense 55,727 53,917 (1,811) -3.4%

567 899 333 37.0% Depreciation 5,017 5,376 360 6.7%

527 1,257 729 58.0% Professional Liability Insurance 2,614 4,222 1,608 38.1%

1,844 1,997 153 7,7% Interest Expense 10,359 11,887 1,528 12.9% ,

166 153 (13) -8.2% Payroll Services 916 1,097 181 16.5%

73 0 (73) 0.0% Bad Debt 715 572 (143) -25.0%

760 1,036 276 26.6% Dues and Subscriptions 4,346 3,783 (563) -14.9%
917 919 2 0.2% Management Fees 5,417 4,095 (1,323) -32.3%

0 750 750 100.0% MNCareTax 0 2,783 2,783 100,0%

495 218 (277) -126.9% Miscellaneous 2,193 791 (1,402) -177.3%

79,944 83,849 3,906 4.7% Total Expenditure. 467,495 522,512 55,017 10.5%

$2006 $3,766 $1,751 46.6% Net Profit(Loss) $3,458 ($72,963) ($76,421) 104.7%



University of Minnesota Health System
Affiliated Clinics, Inc.

Administrative

Income Statement

For the Period Ended July 1, 1994 to January 31,1995

JanuaryMTO January YTO

VariancI Variance
Ovlr(Undlrl Over(Under)

IJnW1 AdIII1 IJnW1 Ylrianceok 8..lIsWt AdIII1 awwt Variance %

$0 SO SO 0.0% Patient Service Charges SO SO SO 00%
0 2,833 2,833 100.0% Other 0 8.615 8.615 1000%

0 2,833 2.833 1000% Total Revenue 0 8615 8615 1000%

0 0 0 00% Deductions From Charges 0 0 0 00%

0 2,833 2,833 100.0% NIt Revlnue 0 8.615 8.615 1000%

0 0 0 0.0% PhysIcian Compensation 0 0 0 00%

0 0 0 0.0% PhYSICian Taxes & Benefits 0 0 0 00%

0 0 0 0.0% Total Physlcan Comp & FB 0 0 0 00%

0 0 0 00% Non-PhysIcian Compensation 0 0 0 00%, 0 0 0 00% Non-PhysICian Taxes & Benefits 0 0 a 00%

a
0 0 a 0.0% Total Non-PhysIcian Comp & FB 0 0 0 00%

0
0 0 0 0.0% Medical Supplies 0 0 0 00%

0 0 0 00% Medical Consulting Fees 0 a 0 00%

0 0 0 0.0% Drugs 0 0 0 00%

0 0 0 0.0% lab Fees 0 0 0 00%

0 0 0 0.0% Travel 0 0 0 0.0%

0 0 0 0.0% Billing Fees 0 0 0 00%

0 0 0 0.0% Office Related Expense 0 1.872 1.872 1000%

0 424 424 1000% Occupancy Expense 0 4.240 4.240 1000%

0 0 0 0.0% Depreciation 0 0 0 00%

0 0 0 0.0% Professional liability Insurance 0 0 a 00%

0 4,770 4.770 1000% Interest Expense 0 21270 21.270 1000% i

0 0 0 0.0% Payroll Services 0 300 300 1000%

0 0 0 00% Bad Debt 0 0 0 00% I

0 0 0 0.0% Dues and SubscripliOns 0 0 0 00%

0 0 0 0.0% Management Fees 0 2.249 2.249 1000% i

0 0 0 00% MNCare Tax 0 0 0 00%

0 0 0 00% Miscellaneous 0 40 40 1000%

0 5,194 5,194 100.0% Total Expenditures 0 29.970 29.970 1000%

SO IS2,361) IS2,361) 100.0% NIt Proflt(Lossl SO (S21,355) IS21,355) 100.0%



University of Minnesota Health System
Affiliated Clinics, Inc.

Statement of Cash Flows

For the Period July 1, 1994 to January 31, 1995

Staub
Pediatric UMHSAC Consolidated

~ Admin IQtal

Operating Activities and Non.()perating Revenues:

Net Profit(Loss) $3,756 ($2,361 ) $1,395

Adjustments

Depreciation 899 0 899
Change In Accounts Receivable (33,691) 0 (33,691) •
(Increase)Decrease in Prepaid Expense 5,205 0 5,205 I

Increase(Decrease) in Accounts Payable 8,631 (375) 8,256
Increase(Decreaae) in Accrued Liabilities 4,935 4,770 9,705

Total Adjustments (14,020) 4,395 (9,625)

Net Cash Provided by Operating Activities (10,264) 2,034 (8,230)

~
Investing Activities

Acquisition of PPE 0 0 0
Change in Promissory Notes 0 0 0

~-~.__._._---

Net cash From(Used) in Investing Activities 0 0 0

Financing Activitie.

Repayment of Noles Payable (436) 0 (436)

Change in Cash· Operations ($10,700) $2,034 ($8,666)

Change in Cash· Payments to Henry Staub ($3,007)

Cash at December 31, 1994 $196,658 $849,259 $1,045,917

Cash at January 31, 1995 $182,951 $851,293 $1.034,244



University of Minnesota Health System
Affiliated Clinics, Inc.

Balance Sheet

1/31/95

Staub
Pediatric UMHSAC Consolidated

kI.IrlK Mmin ImI.I

Cash - Checking 554,922 511,959 566,880

Cash· Savings 128,029 90,191 218,221

Cash - Other 0 749,143 749,143

Total Cash 182,951 851,293 1,034,244

Accounts Receivable 160,529 0 160,529

Allowance For Uncollectibles (28,175) 0 (28,175)

132,354 0 132,354

Intangible Mllet - Staub Pediatric Clinic 227,800 0 227,800

Prepaid Expenllell 7,324 0 7,324

Fixed AlIlIetli

Equipment - Fridley 44,245 0 44,245

Equipment· Shoreview 9,715 0 ~,715

Lesa: Accumulated Depreciation (5,376) 0 (5,376)

Total Fixed Aliliets 48,584 0 48,584

Total Assets $699,013 $861,293 $1,460,306

Accounts Payable

Trade AlP $12,575 50 512,575

Other· Mgmt Fees 4,150 2,249 6,398

Other· Due to Staub Pediatric Group, P.A. 2,706 0 2,706

Total Accounts Payable 19,431 2,249 21,679

Accrued Expen_

Accrued Payroll 48,098 0 48,098

Other 2,783 21,270 24,053

Total Accrued Expenses so ,881 21,270 72,151

Long-Term Liabilities
Working Capital Loan Payable 325,000 0 325,000

Equipment Loan Payable 50,765 0 50,765

Practice Payable 227,800 0 227,800

Loan Payable - Palen 0 749,143 749,143

Total Long-Term Liabilitiea 603,565 749,143 1,352,708

Total Liabilities 622,996 751,392 1,374,388

Fund Balance (1,902) 99,987 98,085

\., YTD Net Income (72,963) (21,355) (94,318)

Total Liabilities and Fund Balance $699,013 $861,293 $1,460,306



•nsurtng
adequate return on investment

for primary care networks
By Daniel K. Zismer, PhD

Developing and managing a suc
cessful primary care network
requires a vision of what that net
work must accomplish, realistic
performance objectives, well
designed management and sup
port systems, and methods to
reverse adverse performance
trends if they occur. This article
offers suggestions for fulfilling
each of these requirements to
help a healthcare organization
achieve its long-term financial
goal in a healthcare environment
dominated by managed care.

Developing integrated prima
ry care networks has
become a priority for many

healthcare organizations, including
hospitals and healthcare systems.
A primary care network can help a
healthcare organization expand its
market share, gain access to man
aged care populations, and man
age quality of care and resource
use. While some healthcare organi
zations are making satisfactory
progress toward developing pri
mary care networks, many are
experiencing disappointing operat
ing and financial results.

Five basic questions must be
answered to analyze the perfor
mance of an integrated primary
care network:

• Does the healthcare organization
have a clear vision of what the
network should accomplish?

• Are expectations and perfor
mance objectives for the net
work well articulated and realis
tic?

• Are management staff and sup
port systems adequate to accom
plish the objectives?

• Is the network's performance
properly measured?

• Does the healthcare organization
have methods to reverse any
adverse trends identified?

Creating a vision

Too often, primary care net
works are formed through evolu
tion rather than planning, with
executives of the parent organiza
tion giving little thought to the net
work's objectives or the form it
must take to meet those objectives.
If the characteristics of the fully
developed network are not articu
lated early in the network-develop
ment process, rational evaluations
of interim progress are difficult at
best. For example, if a 50-physician
system is required to secure 60 per
cent of its available primary care
market, a $1 million operating loss
in the network's third year may be
reasonable as the network builds to
its full size and capability. Howev
er, determining whether such an
operating loss is reasonable would
be difficult without an articulation
of the network's objectives-in this
case, a specified percentage of mar
ket controlled by a prescribed
number of physicians.

In short, a well-articulated
vision statement provides initial
goals against which progress may
be measured. For example:

"Memorial Hospital, along with

its physician partners, will develop
a large, well-distributed primary
care network sufficient to serve 60
percent of the service area's need
for primary care. The network will
position itself as an accessible,
high-quality, cost-accountable sys
tem, with the goal of becoming the
preferred provider of primary care
services to individuals, third-party
purchasers, managed care plans,
and the community asa whole.
The network will become a solid
foundation on which to recruit and
retain high-quality primary care
physicians."

Setting expectations for the
network

Few large, freestanding primary
care physician networks-and
even fewer hospital-initiated inte
grated delivery systems-have
long operating histories. Therefore,
little experience exists on which to
base planning and performance
evaluations. Even when healthcare
executives tum to medical group
practice management organiza
tions for reference, they find little
reliable history against which to
compare the performance of a
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" Primary care networks

system-based primary care network.
In the absence of extensive

knowledge about how a primary
care network operates, healthcare
executives often find themselves
with mistaken expectations about a
network's operations. Among the
most prevalent misconceptions
about operating a primary care
network are the following:

• Physicians can be compensated
as a percentage of net cash
receipts, and under such an
arrangement, managing physi
cians' productivity is unneces
sary;

• A healthcare organization (eg, a
hospital) will be able to enhance
its operating economies by using
its own management personnel
and systems to operate a prima
ry care network;

• All the patients of a primary care
network who need outpatient
ancillary services may come to
the parent organization to
receive these services, with rev
enues and costs accounted on
the parent organization's income
statements; and

• The network will operate at a
fully cost-accounted break-even
level.

Such expectations must be com
pared to the vision statement that
the healthcare organization created
for the network. If the vision
describes the primary care network
as a foundation for an overall orga
nizational strategy, one set of
expectations would be appropriate.
If the network is a sideline busi
ness to be evaluated solely on the
basis of its profit and loss, another
set of expectations would apply.

Healthcare executives should
realize, however, that a primary
care network is most effective as a
keystone for establishing a strate
gic position in a market dominat-
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ed by managed care or a market in
which managed care penetration
is increasing. Primary care net
works are not effective as "low
maintenance" systems intended
only to feed referrals to a health
care system.

Capitalization, staffing, and
management

A primary care network serves a
long-term strategic goal that may
override certain short-term expec
tations for operating efficiency and
profit. This long-term view has
important implications for an orga
nization's approaches to the capi
talization, structure, operation, and
financial management of a fledg
ling primary care network.

Number of physicians needed and
their compensation. To calculate the
number primary care physicians a
network may need, consider that:

• The average primary care physi
cian may have between 2,000
and 2,400 or more patient
encounters per year. Therefore, a
50-physician network "delivers"
from 100,000 to 120,000 patients
to a system.

• Patients in an average primary
care physician'S practice account
for $2.8 million to $3.2 million in
total annual healthcare expendi
tures on either a fee,.for-service
or capitated basis. a

To break even, a healthcare orga
nization must assure that each
satellite facility in its primary care
network is properly sized (many
organizations have found that four
to six physicians in a satellite will
be necessary to achieve a satisfac
tory revenue-to-overhead ratio)
and has physician productivity
expectations that are clearly
defined and managed. To help
ensure that physicians accept these
expectations, physician leaders
should define the expectations and
assess performance.

Another important means for a
primary care network to maximize
its earnings is to equip satellite
facilities with a full complement of
ancillary and procedural technolo
gy (to allow physicians to use their
full range of clinical capabilities). A
recent study of five Midwestern
multispecialty group practices with
a total of 95 primary care physi
cians showed that, on average, a
physician's total professional
charges for one year totaled
$240,552 compared to $198,390

a. Zismer, Daniel K., and Fansler, Davis D.
"Valuing the Primary Care Patient Base,"
Minnesota Medicine, Volume 25, September
1993, pp. 43-45.
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• Under-investing in executive
management talent;

• Compensating clinic support
staff at hospital rates (rather than
the lower rates typically paid to
clinic support staff);

• Adapting hospital information,
accounting, and reporting sys
tems to network management;

• "Stepping down" excessive hos
pital overhead to the network's
operating statement;

• Neglecting to involve physicians
in management decisions; and

• Amortizing practice asset acqui
sition costs over artificially com
pressed time frames.

Even in well-managed networks,
site revenues minus overhead and
physician compensation may leave
an operating deficit of from $18,000
to $25,000 per physician per annum.
Deficits in growth-oriented net
works may be greater. This experi-

tive bonus opportunities that favor
managed care incentives. Base
salaries from 590,000 to 5130,000
are becoming common, with bonus
potential at levels equivalent to 25
percent to 35 percent of the base.
The market may continue to "bid
up" the salaries of primary care
physicians as the number of these
physicians remains limited and as
markets demand enhanced access
to primary care.

Network management. Hospital
management systems are not well
suited to physician network man
agement, nor are hospital manage
ment staff particularly well
equipped to handle the challenges
of running physician practices. If a
healthcare organization's vision
calls for a sizeable primary care
network, management systems and
staffing requirements must be
sized and structured accordingly.

Common management and oper
ations problems include:

Primary care networks

total ancillary charges. These find
ings indicate the significant rev
enues that on-site ancillary care
can generate for a primary care
network. Without adequate on-site
technology, however, patients
needing ancillary services must be
referred elsewhere in the system,
or will go outside the system; in
either case, these revenues will not
show up on the primary care net
work's income statement.

Because primary care satellites
are intended to satisfy an organiza
tion's strategic objectives before its
short-term financial objectives,
staffing and supplying each satel
lite facility according to financial
performance guidelines alone may
not be feasible. For example, some
sites may have to be staffed with
fewer than four to six physicians.
Under such circumstances, those
sites may not, by themselves, break
even, but they will be serving a
greater good for the healthcare sys
tem as a whole.

Besides staffing, another impor
tant performance and financial
management consideration is
physician compensation. Compen
sating physicians on a percentage
of net cash receipts is, on the sur
face, an appealing method because
it is clear and easy to administer.
However, this method is not sus
tainable or productive in an evolv
ing managed care environment.
Moreover, if primary care physi
cians preferred a system in which
hospitals and subspecialists cap
tured the attractive ambulatory
procedure and ancillary revenue
streams, leaving primary care
physicians a relatively smaller por
tion of hands-on piece work in
their offices, they would stay in
private practice.

Compensation systems in prima
ry care networks are evolving; cur
rently, the preferred system
includes base salaries with incen-



Primary care networks

ence is consistent with that of large
multispecialty group practices that
operate strategically positioned
satellite networks.

Evaluating performance and
reversing adverse trends

The overall financial perfor
mance of a primary care network
cannot be measured solely by the
bottom line profitability of each
satellite facility. However, some
times a primary care network will
not perform up to even realistic
financial projections. If this situa
tion arises, organization executives
should not automatically assume
that the entire primary care strate
gy is inappropriate. Rather, they
should examine and improve exe
cution. Understanding the follow
ing performance factors can help
executives better assess a primary
care network's financial perfor
mance and reverse adverse trends
as necessary.

Growth curve impact. Net operat
ing results must be evaluated with
in a framework that adequately
considers the financial effects of a
relatively steep growth curve. In
building realistic financial projec
tions, healthcare executives should
assume that costs of recruiting,
equipping, and funding a new
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physician to an operating break
even position will range from
$150,000 to $200,000 within 12 to 18
months. The cash requirements of
network financing are consider
able. An aggressive network-build
ing strategy requires financial pro
jections that take into account the
effect of this financing on hospital
balance sheets as well as network
operating statements.

An examination of net bottom
line results alone often is mislead
ing when judging the network's
progress and performance at a
specific point in time. Revenue
and productivity "ramp-up"
results (that is, the rate at which a
new physician generates charges
relative to break-even projections)
must be tested against projections.
In addition, individual physician
performance must be examined.
For example, if a physician two
years into his or her network
tenure is producing at two-thirds
of expected rates, a careful exami
nation of practice style, patient sat
isfaction, and overall market avail
ability is needed.

Physician compensation and incen
tives. Whether physicians are com
pensated with salaries or payment
that varies based on productivity
or a combination of the two-physi
cian compensation should be evalu-

ated in relation to the expense
required to support physician pro
ductivity. If physicians' compensa
tion is not linked to the expense
associated with productivity, physi
cians have no incentive to influence
variable costs.

If a salary is accompanied by
incentive bonus opportunities, pro
ductivity objectives should be
developed in a context of overall
network financial performance.
Consider the following hypotheti
cal situation. A mature network
may produce a 10 percent negative
net bottom line. Its base physician
compensation is $140,000, includ
ing benefits, and annual direct and
indirect costs total $180,000 per
physician. Under these budget cir
cumstances, average annual net
office productivity per physician is
$288,000. Productivitv above that
mark would improve network per
formance and, therefore, should
result in a bonus opportunity for
physicians. Productivity below that
mark should be cause for examina
tion of a physician's practice style,
base compensation levels and other
cost management, and methods for
capturing revenue. Bonus pay
ments for overall network perfor
mance are likely to become more
common despite possible physician
objections to incentives that are
beyond their direct control.

Pricing and revenue capture. Poor
ly managed pricing and revenue
capture procedures can hurt a net
work's financial performance.
Some physicians, once they are
employed by a network, may
become less concerned with accu
racy of service coding and changes
overall than they were in private
practice. Frequently, charges of
employed physicians do not cap
ture all services rendered in a
patient encounter, resulting in a
charge that is lower than what a
third-party payer is willing to pay.
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Primary care networks

Networks can easily lose from 8
percent to 12 percent of potential
revenues-from $1 million to $2
million annually-in a 50-physi
cian network.

Further, if multiple existing
practices are woven into a net
work, fee disparity is common. A
fully integrated network should
have a common fee schedule.
Rational pricing strategies should
be pursued, and individual physi
cian and office coding practices
should be monitored. Routine
analysis of explanations of benefits
and other third-party payment
reports is essential. Pricing strate
gies should be presented and justi
fied to physicians as a group. This
approach is important because
physicians may resist price
increases once they have become
salaried employees.

Support system sizing and cost
structure. In a 50-physician system
with $15 million in annual rev
enues, approximately $8.5 million
will be spent on direct and indirect
costs, excluding physician com
pensation. b At maturity, a 50
physician network may employ
more than 160 support staff and
manage from 10 to 15 locations.

Common problems in support
systems that manage cost structure
include:

• Excessive staffing and functional
inefficiency;

• Uncoordinated and unmanaged
purchasing;

• Poorly managed staffing mix;
• Inefficient use of facilities (eg,

hours that do not meet patient
needs, poor productivity per
square foot); and

• Payment of clinic support staff
at hospital rates.

b. American Group Practice Association
(AGPA): 1993 Grollp Practice Compensation
Trends and Prodllcti"itll Correlations, Arling
ton. VA: AGPA, 1994:
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Primary care networks

Central administrative services,
including executive staffing, infor
mation systems, and so forth, must
be sized to fulfill the needs of the
fullv realized network. Often,
heaIthcare organizations set up
central administrative services that

are not large enough to meet the
needs of a physician network at
full capacity. In contrast, some
organizations have oversized cen
tral administrative services. Setting
clear goals for the fully realized
physician network can help execu-

"By decreasing bad

tives judge the adequacy of central
administrative services.

Progress with mallaged care COIl

tracts. Many managed care plans
require that their providers have
an organized and sophisticated
primary care network. While suc
cess in managed care contracting
may not depend entirely on a
provider's primary care network,
the success of a primary care net
work must be measured, to a great
extent, by number of "covered
lives" delivered to the system
under managed care contracts.
Therefore, any effort to identify or
reverse adverse financial trends
should consider the progress
toward gaining managed care
market position.
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Summary

Hospitals and other healthcare
organizations that are developing
integrated primary care networks
must clarify their vision, expecta
tions for size and return on invest
ment, and capitalization needs
before they commit to a network
building strategy. Once a primary
care network is underway, keys to
success include financial incentives
that complement the organiza
tion's overall goals (for example,
gaining market share, gaining
managed care contracts) and atten
tion to execution of the network's
business strategy.

A primary care network's return
on investment should be mea
sured primarily on the basis of
"consolidated" results-that is,
how well the integrated healthcare
system as a whole performs finan
cially and in comparison to other
systems in the market. When per
formance does not meet expecta
tions, executives should not neces
sarily abandon their primary care
strategy; rather, they should
examine its execution. 0



UNIVERSI1Y OF MINNESOTA HEALTH SYSTEM AFFILIATED CLINICS, INC.
a Minnesota corporation ("UMHSAC")

Proposed Actions for Adoption by Directors at 3/29/95 Meeting

Recitals

WHEREAS, The Regents of the University of Minnesota, acting by and through the
University of Minnesota Health System ("UMHS"), which is the sole member of UMHSAC,
seeks to develop an integrated service network ("ISN") serving the Iron Range of Minnesota
and surrounding areas, and

WHEREAS, to attain that goal, UMHS has sought an affiliation with both the
Mesaba Clinic, a IS-physician clinic in Hibbing and Chisholm, Minnesota, and with Mesabi
Regional Medical Center in Hibbing, Minnesota, and

WHEREAS, development of an Iron Range ISN will further the goals of the
Minnesota Legislature as expressed in recent years' MinnesotaCare legislation and
specifically will help UMHS carry out its missions in providing care to the people of the
State of Minnesota and furthering medical and community education, and

WHEREAS, UMHSAC was formed in part as a vehicle by which UMHS could carry
out its health care, education and research missions for the benefit of the people of the
State of Minnesota, and

WHEREAS, the main activities of UMHSAC per its Articles of Incorporation are
to include operation of multi-specialty medical clinics providing health care services and
promoting health in various locations in the State of Minnesota, operating programs for
medical education, community health education and specialty outreach programs, engaging
in clinical research and scientific investigation, and doing other acts and things necessary,
advisable, desirable or expedient in accomplishment of its purposes, and

WHEREAS, UMHSAC presently operates clinics in the Twin Cities metropolitan
area, and

WHEREAS, UMHS is providing to UMHSAC the opportunity to operate clinics in
Hibbing and Chisholm, Minnesota, now operated by Mesaba Clinic, by contracting with the
existing Mesaba Clinic entity for facilities, equipment and non-physician staff, and by
contracting with a new Minnesota non-profit corporation, Range Physicians, for physician
services at the Hibbing and Chisholm clinics, and
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WHEREAS, UMHSAC does not itself have the funds available to operate the clinics
in Hibbing and Chisholm, but UMHS has indicated a willingness to make a capital
contribution to UMHSAC that will enable it to operate those clinics, and

WHEREAS, UMHSAC's management has negotiated a proposed Medical Services
Agreement with Range Physicians, and a proposed Lease of Premises, Equipment, Name
and Good Will and a proposed Non-Physician Staff Services Agreement with Mesaba Clinic,
pursuant to the first of which UMHSAC will obtain physician services from Range
Physicians for current and future clinical operations in Hibbing and Chisholm (and perhaps
in other satellite clinics as a part of the Iron Range ISN), and pursuant to the latter two of
which UMHSAC will obtain from Mesaba Clinic the existing clinical facilities and
equipment for the clinics in Hibbing and Chisholm, Minnesota, and the services of non
physician staff for operation of those clinics, and

WHEREAS, the said Medical Services Agreement, Lease and Non-Physician Staff
Services Agreement are collectively termed the "Contracts", and

WHEREAS, operation of clinics in Hibbing and Chisholm, and possible future
operations of additional clinics as part of an Iron Range ISN certainly is consistent with the
fundamental reasons for the existence of UMHSAC as well as its mission and its purposes
as expressed in its Articles of Incorporation, and

WHEREAS, since UMHS is willing to make this opportunity available to UMHSAC
and provide a capital contribution essential to initial financing of the operation of these
clinics, we find that UMHSAC's acceptance of the opportunity to be in the best interests of
UMHSAC,

Resolutions

NOW, THEREFORE, BE IT RESOLVED AS FOLLOWS:

1. The role of UMHSAC in operating clinics in Hibbing and Chisholm,
Minnesota, which have previously been operated by Mesaba Clinic, as
described in the Recitals to this Consent, is hereby approved.

2. The officers of UMHSAC, jointly and singly, are authorized and
directed to negotiate the terms of and enter into and cause UMHSAC
to perform the Contracts, for the general purposes described in the
Recitals to this Consent, and are further authorized and directed to
negotiate, execute and deliver, and cause UMHSAC to perform under,
any agreement, document or instrument to be executed and delivered
pursuant to the terms of a Contract or that the officers find to be
necessary, appropriate or helpful in connection with UMHSAC's
performance under any Contract.
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3. UMHSAC hereby accepts a contribution to its capital from UMHS in
an amount of up to $1,669,000, and each officer ofUMHSAC is jointly
and singly authorized to evidence acceptance of that contribution to
the capital of UMHSAC by execution and delivery of an appropriate
certificate or other instrument evidencing the same.

4. The officers of UMHSAC are jointly and singly authorized and
directed to take any and all action that any such officer deems
necessary, appropriate or helpful to enable UMHSAC to efficiently
and effectively operate the clinics in Hibbing and Chisholm that have
previously been identified in this Consent, including making
arrangements for one or more accounts, credit facilities, and/or any
and all other banking relationships as those officers deem necessary or
appropriate for the conduct of UMHSAC's present and prospective
activities with respect to those clinics, to execute and deliver to any
bank with which any such relationship has established those
instruments as the signatory officer(s) deem(s) necessary, appropriate
or helpful to establish, determine and maintain the relationship,
including identifying authorized signatory(ies) and other information,
the same as if each such instrument and every resolution of this Board
of Directors in each such instrument was set forth here in full (and we
hereby approve and adopt each resolution set forth in each such
instrument and authorize the Secretary of this Corporation to certify
as to or due approval of the same). It is the intention of the
undersigned that the grant of authority in the preceding sentence shall
be plenary with respect to actions that the officers of UMHSAC deem
necessary or appropriate to prepare UMHSAC for operating the said
clinics, and following such preparation to thereafter operate the said
clinics.
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TO: ALL UMHSAC DIRECTORS

MEMORANDUM

FROM: THOMAS J. DOYLE
FEUIABER, lARSON, FENLON & VOGT, PA.

DATE: MARCH 27, 1995

RE: UMHSAC/MESABA CUNIC
OUR FILE NO. 09506/006

A special meeting of UMHSAC's Board of Directors will be held at o'clock .M. on
=-=-__----:~' March _' 1995. The meeting will be held at , at the University of
Minnesota Hospital and Clinic. Arrangements will be made for you to participate by telephone if it is
inconvenient to attend in person. The business to come before the special meeting will be consideration of
UMHSAC's role in operating clinics in Hibbing and Chisholm, Minnesota, now owned and operated by Mesaba
Clinic. This transaction has been the subject of presentation and discussion at past meetings of UMHSAC's
Board of Directors. A current Transaction Summary, further explaining the role of UMHSAC, follows this
Memorandum.

At the special meeting UMHSAC's Board of Directors will be asked to approve the role of UMHSAC
in operating the clinics, and to approve the contracts between UMHSAC and Mesaba Clinic (one a lease for
facilities, equipment, name and good will, and the other an agreement for non-physician staff and medical
supplies), and between UMHSAC and Range Physicians for the provision of physician services. Assuming
approval of UMHSAC's role and of the concepts underlying the contracts, UMHSAC's Board of Directors will
also be asked generally to authorize UMHSAC's officers to approve the finally agreed terms of those contracts,
also to approve any ancillary documents or instruments that they find appropriate or helpful, UMHSAC's
acceptance of a capital contribution from UMHS to provide initial funding under those contracts (until Clinic
revenues can be collected), and otherwise to take any and all action that those officers find to be necessary,
appropriate or helpful to enable UMHSAC to perform under the contract and otherwise to prepare for
operations and thereafter to operate the clinics.
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ATrORNEY-CLIENT PRIVILEGED COMMUNICATION

Mesaba CUnic Transaction Summary· 3/27/95

___Ph_YS_~_ciang_ans_e...;(RP~);.....__~mm---,--_UMH--,._SA_C_-, ----- -- - - - -~__Clini_~_·e:a~~_aC...,;)_ ___'

Services to
Patients

Overview - An important goal of UMHS is the development of an integrated service network (ISN) serving the
Iron Range and surrounding areas. To attain that goal, UMHS has sought an affiliation with both Mesaba
Clinic, a 15-physician clinic in Hibbing and Chisholm, Minnesota, and with Mesabi Regional Medical Center in
Hibbing, Minnesota. Development of an Iron Range ISN will further the goals of the Minnesota Legislature as
expressed in recent years' MinnesotaCare legislation. More specifically, it will help UMHS carry out its missions
of providing care to the people of the State of Minnesota, and furthering medical and community education.
Given the increasing need for family practitioners, and certain unique aspects of providing care in smaller
communities and rural areas, UMHS sees an outstate presence as crucial to the future of its educational and
research roles.

Proposed Use of UMHSAC - To carry out its mission vis-a-vis an Iron Range ISN, to avoid an unwieldy
administrative burden from the creation of additional new entities, and to facilitate some degree of autonomy
in the operation of clinics in Hibbing and Chisholm (and thereby assure responsiveness to community needs),
UMHS planned to directly operate the clinics in Hibbing and Chisholm now operated by Mesaba Clinic (together
the "Clinic"), and to contract with the existing Mesaba Clinic entity to provide facilities, equipment and non
physician staff for the Clinic. In addition, UMHS planned to contract with a new entity formed by the Mesaba
Clinic physicians, Range Physicians, for that entity to provide physician services to the Clinic. Although UMHS
planned to operate the Clinic, it was recognized that this presents a possible opportunity to UMHSAC. One of
the "main activities" of UMHSAC as stated in its Articles of Incorporation is to "Operat[e] muItispecialty medical
clinics providing health care services and promoting health in various locations in the State of Minnesota." Thus
the opportunity to operate the Clinic fits squarely within the very purposes for which UMHSAC was formed.

Relationships - UMHS is the sole member of UMHSAC. It will be the sole member of Mesaba Clinic (MC),
which will be a nonprofit but taxable corporation. MC will lease facilities and equipment, and provide non
physician support staff, to UMHSAC for purposes of operating the Clinic. Range Physicians (RP) will be a
nonprofit, but taxable, corporation. It will provide physician services to UMHSAC for the Clinic, again by
contract. The provisions of the contracts between UMHSAC and MC, and between UMHSAC and RP, have
been negotiated by UMHSAC management. The contracts are for 2O-year terms. Although there certainly
cannot be a guarantee as to future financial performance of the Clinic, per budgets that have been approved by
UMHSAC's management it is expected that prospective Clinic revenues will enable UMHSAC to meet its
obligations under the contracts.
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Governance/Clinic Managemegt - MC will have a six-person Board of Directors, three RP physicians and three
UMHS appointees. UMHS will hold reserved powers similar to those that it holds with respect to UMHSAC
(including approval of the annual budget, approval of changes to the Articles of Incorporation or Bylaws of MC,
and the like). RP will have a five-person Board of Directors, three physician appointees and two UMHS
appointees. The contract with RP for the provision of physician services for the Clinic calls for a Clinical Affairs
Committee, consisting of the Clinic's Medical Director (expected to be an RP physician), the administrator of
the Clinic, and a UMHSAC appointee. The Clinical Affairs Committee is to address day-to-day administrative
matters that cannot be handled solely by the administrator. It is expected that the MC Board of Directors will
be well positioned to formulate the annual budgets for the Clinic, since that group includes physician and UMHS
representatives.

As noted above, UMHSAC's management projects that the Clinic will be self-sustaining. However, strictly from
a cash flow standpoint there will be some delay in the collection of initial revenues, from the point in time at
which UMHSAC starts to operate the Clinic. It is understood that UMHS is willing to make a capital
contribution to UMHSAC in an amount calculated to enable UMHSAC to fund Clinic operations (essentially
the payments under the contracts with MC and RP) until a normal revenue stream from Clinic operations is
expected.

RP has asked that one of its physicians be able to attend meetings of UMHSAC's directors. A "standing
invitation" will be written into the contract between UMHSAC and RP.

Risks - UMHSAC is a tax-exempt entity. Any contract between a tax-exempt and a taxable entity can raise the
question of whether it presents any potential for inurement to the benefit of one or more private persons. The
contracts proposed between UMHSAC and MC, and UMHSAC and RP, have been the result of arms-length
negotiations. In addition, it is expected that UMHSAC will receive a letter from independent counsel
(McDermott, Will & Emery) addressing and providing comfort with respect to any risks as to UMHSAC's tax
exempt status.

Any contract between a health care provider and one or more physicians can also present the question of
whether there is any prohibited remuneration for referrals (prohibited under federal and Minnesota law), and
whether there is any ownership or compensation arrangement that would preclude reimbursement from Medicare
or Medicaid. (These issues arise under what are commonly known as "Fraud and Abuse" prohibitions and the
"Stark" legislation.) Again, UMHSAC management expects a letter from independent legal counsel addressing
these risks. Conversations with independent legal counsel to date lead UMHSAC's management to believe there
should be no significant tax, Fraud and Abuse or Stark risks in the current proposed structure of the transaction.

There is always the risk that the Clinic could fail to be self-sustaining. In the contract with RP, a Clinic
operating loss will be grounds for renegotiating the amounts payable to RP if the loss is due in whole or in part
to the fact that budgeted revenue targets are not being met. Thus, the risk of bad performance is ameliorated
except to the extent the bad performance results from inability to control costs. Given UMHS representation
on the Board of Directors of MC, and the terms of the contracts between UMHSAC and MC that provide in
most instances for adjustment of amounts payable by UMHSAC to MC in the event of decreased expenses,
Clinic management should be able to keep operating costs in line with revenues. Major capital expenditures,
if any, will need to be fmanced.
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UNIVERSITY OF MINNESOTA

HEALTH SYSTEM AFFILIATED CLINICS, INC.

("UMHSAC")

4/27/95 Meeting of the Board of Governors

AGENDA

1. Approval of 3/21/95 Minutes
2. Approval of 3/29/95 Minutes
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UNIVERSITY OF MINNESOTA
HEALTH SYSTEM AFFILIATED CLINICS, INC. ("UMHSAC")

Minutes of the 3/21/95 Meeting of the Board of Directors

Attendees

In Person

Pat Board
Michael Fay
Clifford Fearing
Daniel McLellan, M.D. (arrived at

6:30 o'clock p.m.)
Helen Pitt

Location

Non-Director Attendees

Daniel P. Cortez, M.D.
Keith A. Dunder, Hospital Counsel
Stephan C. Grygar, UMHC Finance

Department
Thomas J. Doyle, Attorney

The University of Minnesota Hospital & Clinic (in Room C-361 Mayo Building, Harvard
Street at East River Road, Minneapolis, Minnesota).

Order of Business

Cliff Fearing called the meeting to order at 6:12 o'clock p.m., pursuant to prior notice. All
directors had received a packet (the "Directors' Packet"), including the Agenda, the minutes of the
2/23/95 meeting of the Board of Directors, a summary report on practice acquisition status, the
January, 1995 fiscal year-to-date financial statements and some planning-related information.

1. Approval of Prior Minutes. Cliff Fearing called for any changes to the minutes of
the February 23, 1995 Meeting. None were offered. Helen Pitt moved to accept the minutes and
Pat Board seconded the motion, which was approved by voice vote with no dissenting votes being
heard.

2. Hinckley Clinic. Steve Grygar, Tom Doyle and Cliff Fearing all reported on various
aspects of negotiations with respect to the Hinckley Clinic and possible management and operation
of the same by Gateway Family Health Clinic (or one or more of its physicians).

3. Central Internal Medldne Associates. Steve Grygar and Cliff Fearing reported on
the status of considerations by UMHSAC management as to whether or not to make an offer for
the purchase of assets of this clinic.

4. West Side CoJDDIUDity Health Center. Steve Grygar and Cliff Fearing reported on
the status of this, and on discussion for one or more community integrated service networks, one
of which may include this clinic. The upshot is that UMHSAC management is waiting on clinic
management for additional information.
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Respectfully submitted,
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s. UMHSAC's Tax-Exempt Status. Tom Doyle advised the directors that the Internal
Revenue Service had recognized the tax-exempt status of UMHSAC under Section 501(c)(3) of the
Internal Revenue Code of 1986, as amended. He distributed to each director a copy of the March
16, 1995 letter to that effect from the Internal Revenue Service.

6. Practice Acquisition Status. The practice acquisition report in the directors' Packet
was reviewed. There was an update on the status of negotiations with respect to the acquisition of
Mesaba Clinic. That report was expanded to include the proposal that UMHSAC might be
accorded the opportunity to operate clinics in Hibbing and Chisholm, by contracting with Mesaba
Clinic for facilities, equipment and non-physician staff, and by contracting with Range Physicians,
a Minnesota non-profit corporation, for physician services. After brief discussion it is agreed that
the opportunity would be further explored by UMHSAC management and that management was
to call a special meeting of the Board of Directors for further consideration of the opportunity, and
requisite contracts, should the opportunity in fact be available to UMHSAC. There was also
discussion in connection with the general practice acquisition discussion of the need for more in
depth strategic planning for UMHSAC and its future direction.

7. FlnanclaJ Statements. The financial statements in the directors' Packet were
reviewed. Particular questions were asked and addressed.

There being no further business to come before the meeting, the meeting adjourned by
consensus of the Directors at apprOltimately 7: 12 o'clock p.m. .

\
I
I

! j
Keith A. Dunder, Secretary of University of Minnesota

Health System Affiliated Clinics, Inc.

The foregoing minutes were approved by the Board of Directors of UMHSAC at their
meeting of April_, 1995.

Keith A Dunder, Secretary of
University of Minnesota Health System
Affiliated Clinics, Inc.
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UNIVERSITY OF MINNESOTA
HEAL11I SYSTEM AFFILIATED CLINICS, INC. ("UMHSAC")

Minutes of the 3/29/95 Meeting of the Board of Directors

Attendees

In Person

Pat Board
Michael Fay
Clifford Fearing
Daniel McLellan, M.D.
Helen Pitt

Location

Non-Director Attendees

Keith A Dunder, Hospital Counsel
Stephan C. Grygar, UMHC Finance

Department
Thomas J. Doyle, Attorney

The meeting was by telephone conference call. Clifford Fearing, Keith Dunder,
Stephan C. Grygar and.Thomas J. Doyle were together in Clifford P. Fearing's office at the
University of Minnesota Hospital & Clinic, Harvard Street at East River Road, Minneapolis,
Minnesota. Each of the other directors was at a separate location, but all participated by
telephone conference call through which all could simultaneously hear each other.

Order of Business

Cliff Fearing called the meeting to order at 9:04 o'clock a.m., pursuant to prior notice
to all directors and after all directors were linked into the teleconference. All directors
other than Helen Pitt had received a written notice of the meeting including a description
of the business to come before the special meeting (as consideration of UMHSAC's role in
operating clinics in Hibbing and Chisholm, Minnesota, presently owned and operated by
Mesaba Clinic). (Notice of the meeting and its purpose had been given verbally to Helen
Pitt.) The material received by the directors (other than Helen Pitt) also included a written
summary of UMHSAC's proposed role, contracts to be entered into by UMHSAC, benefits
and risks, and other information. Separately all the directors other than Helen Pitt had also
received proposed resolutions for adoption.

Cliff summarized the purpose of the meeting, UMHSAC's proposed role in
connection with the operation of clinics in Hibbing and Chisholm, Minnesota, presently
operated by Mesaba Clinic, -the contracts that UMHSAC would enter into with a "new"
Mesaba Clinic and with Range Physicians, both newly incorporated Minnesota non-profit
corporations (for facilities, equipment, non-physician staff and physician staff), and certain
proposed operational matters. Several of the directors raised questions concerning proposed
operations and various specific terms or other aspects of the contracts UMHSAC would
enter into. Those questions were addressed principally by Cliff Fearing, with Tom Doyle
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supplementing his response in a few instances, as to particular terms of the proposed
contracts. Tom Doyle also summarized the resolutions proposed for action by the directors
at the special meeting.

Action: Upon motion made by Mike Fay, seconded by Pat Board and adopted by
unanimous voice vote of the directors (with no dissenting votes being heard upon Cliff
Fearing's specific request for any dissenting votes after the affirmative votes had been
heard), the directors approved the following Recitals and Resolutions:

Recitals

WHEREAS, The Regents of the University, of Minnesota, acting by and
through the University of Minnesota Health System ("UMHS"), which is the sole
member of UMHSAC, seeks to develop an integrated service network ("ISN") serving
the Iron Range of Minnesota and surrounding areas, and

WHEREAS, to attain that goal, UMHS has sought an affiliation with both the
Mesaba Clinic, a IS-physician clinic in Hibbing and Chisholm, Minnesota, and with
Mesabi Regional Medical Center in Hibbing, Minnesota, and

WHEREAS, development of an Iron Range ISN will further the goals of the
Minnesota Legislature as expressed in recent years' MinnesotaCare legislation and
specifically will help UMHS carry out its missions in providing care to the people of
the State of Minnesota and furthering medical and community education, and

WHEREAS, UMHSAC was formed in part as a vehicle by which UMHS could
carry out its health care, education and research missions for the benefit of the people
of the State of Minnesota, and

WHEREAS, the main activities of UMHSAC per its Articles of Incorporation
are to include operation of multi-specialty medical clinics providing health care
services and promoting health in various locations in the State of Minnesota, operating
programs for medical education, community health education and specialty outreach
programs, engaging in clinical research and scientific investigation, and doing other
acts and things necessary, advisable, desirable or expedient in accomplishment of its
purposes, and

WHEREAS, UMHSAC presently operates clinics in the Twin Cities
metropolitan area, and

WHEREAS, UMHS is providing to UMHSAC the opportunity to operate
clinics in Hibbing and Chisholm, Minnesota, now operated by Mesaba Clinic, by
contracting with the existing Mesaba Clinic entity for facilities, equipment and non-
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physician staff, and by contracting with a new Minnesota non-profit corporation,
Range Physicians, for physician services at the Hibbing and Chisholm clinics, and

WHEREAS, UMHSAC does not itself have the funds available to operate the
clinics in Hibbing and Chisholm, but UMHS has indicated a willingness to make a
capital contribution to UMHSAC that will enable it to operate those clinics, and

WHEREAS, UMHSAC's management has negotiated a proposed Medical
Services Agreement with Range Physicians, and a proposed Lease of Premises,
Equipment, Name and Good Will ("Lease") and a proposed Non-Physician Staff
Services Agreement with Mesaba Clinic, pursuant to the first of which UMHSAC will
obtain physician services from Range Physicians for current and future clinical
operations in Hibbing and Chisholm (and perhaps in other satellite clinics as a part
of the Iron Range ISN), and pursuant to the latter two of which UMHSAC will obtain
from Mesaba Clinic the existing clinical facilities and equipment for the clinics in
Hibbing and Chisholm, Minnesota, and the services of non-physician staff for
operation of those clinics, and

WHEREAS, the said Medical Services Agreement, Lease and Non-Physician
Staff Services Agreement are ,collectively termed the "Contracts", and

WHEREAS, operation of clinics in Hibbing and Chisholm, and possible future
operations of additional clinics as part of an Iron Range ISN certainly is consistent
with the fundamental reasons for the existence of UMHSAC as well as its mission and
its purposes as expressed in its Articles of Incorporation, and

WHEREAS, since UMHS is willing to make this opportunity available to
UMHSAC and provide a capital contribution essential to initial financing of the
operation of these clinics, we find that UMHSAC's acceptance of the opportunity to
be in the best interests of UMHSAC,

Resolutions

NOW, THEREFORE, BE IT RESOLVED AS FOLLOWS:

1. The role of UMHSAC in operating clinics in Hibbing and
Chisholm, Minnesota, which have previously been operated by
Mesaba Clinic, as described in the Recitals to this Consent, is
hereby approved.

2. The officers of UMHSAC, jointly and singly, are authorized and
directed to negotiate the terms of and enter into and cause
UMHSAC to perform the Contracts, for the general purposes

mtjcl3l03.dull

-3-



described in the Recitals to this Consent, and are further
authorized and directed to negotiate, execute and deliver, and
cause UMHSAC to perform under, any agreement, document or
instrument to be executed and delivered pursuant to the terms
of a Contract or that the officers find to be necessary,
appropriate or helpful in connection with UMHSAC's
performance under any Contract.

3. UMHSAC hereby accepts a contribution to its capital from
UMHS in an amount of up to $1,669,000, and each officer of
UMHSAC is jointly and singly authorized to evidence acceptance
of that contribution to the capital of UMHSAC by execution and
delivery of an appropriate certificate or other instrument
evidencing the same.

4. The officers of UMHSAC are jointly and singly authorized and
directed to take any and all action that any such officer deems
necessary, appropriate or helpful to enable UMHSAC to
efficiently and effectively operate the clinics in Hibbing and
Chisholm that h~ve previously been identified in this Consent,
including making arrangements for one or more accounts, credit
facilities, and/or any and all other banking relationships as those
officers deem necessary or appropriate for the conduct of
UMHSAC's present and prospective activities with respect to
those clinics, to execute and deliver to any bank with which any
such relationship has established those instruments as the
signatory officer(s) deem(s) necessary, appropriate or helpful to
establish, determine and maintain the relationship, including
identifying authorized signatory(ies) and other information, the
same as if each such instrument and every resolution of this
Board of Directors in each such instrument was set forth here in
full (and we hereby approve and adopt each resolution set forth
in each such instrument and authorize the Secretary of this
Corporation to certify as to or due approval of the same). It is
the intention of the undersigned that the grant of authority in the
preceding sentence shall be plenary with respect to actions that
the officers ,of UMHSAC deem necessary or appropriate to
prepare UMHSAC for operating the said clinics, and following
such preparation to thereafter operate the said clinics.

(Immediately following the vote, Tom Doyle called the roll to ensure all directors were
present at the time of casting the voice vote. All directors responded to the roll call, to
indicate that they were present.)
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There being no further business to come before the meeting, the meeting adjourned
by consensus of the Directors at approximately 8:30 o'clock a.m.

Respectfully submitted,

/
Keith A. Dunder, Secretary of University of Minnesota

Health System Affiliated Clinics, Inc.

The foregoing minutes were approved by the Board of Directors of UMHSAC at their
meeting of April _' 1995.

. Keith A Dunder, Secretary of
University of Minnesota Health System
Affiliated Clinics, Inc.
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University of Minnesota Health System
Affiliated Clinics, Inc.

Consolidated Income Statement

For the Period Ended July 1, 1994 to February 28, 1995

$200,057 $186,874 ($13,183) $821,753 $742,136 ($79,616) -107%

2,317 3,649 1,332 6,998 33,871 26,873 79.3%
0 32,312 32,312 0 32,312 32,312 100.0%

202,374 222,835 20,461 828,751 808,320 (20,431) -2.5%

50,526 57,297 6,771 205,950 184,617 (21,333) -116%

151,848 165,539 13,690 622,801 623,703 902 0.1%

36,908 55,795 18,888 186,637 226,223 39,586 17.5%

4,091 6,305 2,213 19,064 20,427 1,362 6.7%

40,999 62,100 21,101 205,701 246,649 40,948 16.6%

(.., 43,845 36,413 (7,432) 157,905 159,114 1,209 08%

7,454 4,188 (3,266) 26,844 27,206 362 13%

51,299 40,601 (10,698) 184,749 186,320 1,571 0.8%

15,206 166 (15,040) -9049.7% 46,931 871 (46,060) -52890%

1,016 200 (817) -409.4% 6,795 1,299 (5,496) -423.1%

1,397 2,468 1,071 43.4% 10,238 47,326 37,089 78.4%

1,253 11,952 10,699 89.5% 9,438 37,065 27,626 745%

0 1,450 1,450 100.0% 0 1,450 1,450 1000%

192 0 (192) -100.0% 192 0 (192) -1000%

2,117 2,628 511 19.4% 16,979 20,447 3,468 170%

6,245 9,047 2,802 31.0% 18,892 25,081 6,188 24.7%
15,335 8,908 (6,427) -72.1% 71,062 67,065 (3,997) -6.0%

4,395 4,989 593 11.9% 9,412 10,365 953 9.2%

1,371 127 (1,244) -979.2% 3,985 4,349 364 8.4%

5,484 16,929 11,445 67.6% 15,843 50,086 34,243 68.4%

283 257 (26) -10.0% 1,199 1,654 455 27.5%
112 149 37 24.7% 827 721 (106) -14.7%

936 2,268 1,332 58.7% 5,282 6,126 844 13.8%

2,301 777 (1,524) -196.3% 7,718 7,120 (598) -8.4%

1,143 1,685 542 32:1% 1,143 4,468 3,325 744%

764 3,728 2,964 79.5% 2,957 4,451 1,494 33.6%

151,849 170,429 18,580 619,344 722,911 103,567 143%

so ($4,190) ($4,190) ($99,208) ($102,665) 103.5%



University of Minnesota Health System
Affiliated Clinics, Inc.

Income Statement

For the Period Ended July 1, 1994 to February 28,1995

$99,629 $87,245 $0 $854,892 $87,245 $0 $742,136
1,943 1,370 337 23,550 1,370 8,952 33,871

0 32,312 0 0 32,312 0 32,312

101,572 120,926 337 678,442 120,926 8,952 808,320

27,644 29,652 0 154,964 29,652 0 184,617

73,928 91,274 337 523,477 91,274 8,952 623,703

22,590 33,205 0 193,017 33,205 0 226,223
3,684 2,621 0 17,806 2,621 0 20,427

26,274 35,826 0 210,823 35,826 0 246,649

17,956 18,457 0 140,656 18,457 0 159,114
3,100 1,087 0 26,119 1,087 0 27,206

21,056 19,545 0 166,775 19,545 0 186,320

66 100 0 166 771 100 0 871
129 71 0 200 1,229 71 0 1,299

1,507 961 0 2,468 46,365 961 0 47,326
2,024 9,927 0 11,952 27,137 9,927 0 37,065

0 1,450 0 1,450 0 1,450 0 1,450
0 0 0 0 0 0 0 0

2,628 0 0 2,628 20,447 0 0 20,447
2,263 6,764 20 9,047 16,425 6,764 1,892 25,081
7,755 730 424 8,908 61,671 730 4,664 67,065

899 4,089 0 4,989 6,276 4,089 0 10,365
0 127 0 127 4,222 127 0 4,349

1,802 36,397 (21,270) 111,929 13,689 36,397 0 50,086
212 45 0 257 1,309 45 300 1,654

0 149 0 149 572 149 0 721
2,015 253 0 2,268 5,873 253 0 6,126

259 518 0 777 4,353 518 2,249 7,120
715 970 0 1,685 3,498 970 0 4,468

71 3,637 20 3,728 754 3,637 60 4,451

69,677 121,557 (20,805) 592,189 121,557 9,164 722,911

4261 ($30,2831 $21,142 (30,2831 (2131 ($99,2081



University of Minnesota Health System
Affiliated Clinics, Inc.

Statement of Cash Flows

For the Period July 1, 1994 to February 28, 1995

(506,643)o(506,643)o

54,251 ($30,283) $21,142 (54,890)

4,089 0 4,989
(170,711) 0 (181,080)

(5,832) 0 (5,548)
18,501 20 10,612

149,135 0 149,135
67,445 (21,270) 44,774

(18,597) 62,628 (21,25O) 22,781

(14,346) 32,345 (108) 17,891

(464) 0 0 (464)

0 749,143 (749,143) 0

($1.,810) $27.,845 ($749,251) (489,216)
0 0

(1,812) (1,812)

$182M1 $0 $851,293 $1,034,244

$166 328 $274,845 $102,OU $543,216

o (489,143) 0 (489,143)
____~O __---->..:{1'-'.'7,=500=) .=...0 __----'-'{1..:....c7,500=)



University of Minnesota Health System
Affiliated Clinics, Inc.

Balance Sheet

2128/95

$37,828 $31,470 $11,515 $80,812
128,500 0 90,528 219,028

0 243,375 0 243,375

166,328 274,845 102,043 543,216

237,821 0 408,720
(67,111) 0 (95,286)
170,711 0 313,434

0 26,635 0 26,635

227,800 140,000 0 367,800

7,141 5,832 0 12,973

325,000 0 325,000
164,143 0 218,103

~
(4,089) 0 (10,365)

47,684 485,054 0 532,738

$01177 1,103,071 1102,043 11,781,796

$4,407 $17,591 $20 $22,018
4,408 518 2,249 7,175

894 392 0 1,286

9,709 18,501 2,269 30,479

48,236 189,601 0 237,837
1245 26,978 0 28,223

49,481 216,580 C 266,061

325,000 120,000 0 445,000
50,301 164,143 0 214,444

227,800 122,500 0 350,300
0 325,000 0 325,000
0 149,135 0 149,135

603,101 880,778 0 1,483,879

612,810 899,279 2,269 1,514,358

(1,902) 17,500 99,987 115,585
(68,712) (30,283) (213) (99,208)

1691177 1,103,071 1102,043 11,781,796



University of Minnesota Health System
Affiliated Clinics, Inc.

Staub Pediatric Clinic

Income Statement

For the Period Ended August 1, 1994 to February 28, 1995

$97,732 $99,629 $1,897 $719,428 $654,892 ($64,536) -9.9%
$719 1,943 1,224 5,400 23,550 18,149 77.1%

98,451 101,572 3,121 3.1% 724,828 678,442 (46,386) -6.8%

24,433 27,644 3,211 179,857 154,964 (24,892) -16.1%

74,018 73,928 (90) 544,971 523,477 (21,494) -4.1%

23,548 22,590 (958) 173,277 193,017 19,741 10.2%
2,355 3,684 1,330 17,328 17,806 478 2.7%

25,902 26,274 372 190,604 210,823 20,219 9.6%

17,839 17,956 117 131,899 140,656 8,757 6.2%
3,033 3,100 68 22,423 26,119 3,696 14.2%

20,872 21,056 184 154,322 166,775 12,453 7.5%

5,012 66 (4,946) -7495.1% 36,737 771 (35,966) -4666.9%
1,016 129 (887) -687.8% 6,795 1,229 (5,567) -453.1%
1,397 1,507 110 7.3% 10,238 46,365 36,127 77.9%
1,253 2,024 771 38.1% 9,438 27,137 17,699 65.2%

0 0 0 0.0% 0 0 0 0.0%
2,117 2,628 511 19.4% 16,979 20,447 3,468 17.0%
1,400 2,263 863 38.1% 14,047 16,425 2,378 14.5%
8,804 7,755 (1,049) -13.5% 64,531 61,671 (2,860) -4.6%

512 899 388 43.1% 5,529 6,276 747 11.9%
476 0 (476) 0.0% 3,090 4,222 1,132 26.8%

1,666 1,802 136 7.6% 12,025 13,689 1,664 12.2%
150 212 63 29.6% 1,066 1,309 244 18.6%
112 0 (112) 0.0% 827 572 (255) -44.6%
687 2,015 1,329 65.9% 5,033 5,873 841 14.3%
828 259 (570) -220.1% 6,245 4,353 (1,892) -43.5%

0 715 715 100.0% 0 3,498 3,498 100.0%
445 71 (374) -523.3% 2,638 754 (1,884) -249.8%

72,649 69,677 (2,972) 540,144 592,189 52,045 8.8%

$1361 $4,251 $2,882 1$68,712) 1$73.539) 107.0%



University of Minnesota Health System
Affiliated Clinics, Inc.

Palen/Heights Medical Clinic

Income Statement

For the Period Ended February 2, 1995 to February 28, 1995

$102,325 $87,245 ($15,081) $102,325 $87,245 ($15,081) -17.3'11.
1,598 1,370 (228) 1,598 1,370 (228) -16.6'11.

0 32,312 32,312 0 32,312 32,312 100.0'11.

103,923 120,926 17,004 103,923 120,926 17,004 14.1'11.

26,093 29,652 3,559 26,093 29,652 3,559 12.0'11.

n,830 91,274 13,444 77,830 91,274 13,444 14.7'11.

13,360 33,205 19,845 13,360 33,205 19,845 59.8'11.
1,737 2,621 884 1,737 2,621 884 33.7'11.

15,097 35,826 20,729 15,097 35,826 20,729 57.9'11.

26,006 18,457 (7,549) 26,006 18,457 (7,549) -40.9'11.
4,421 1,087 (3,334) 4,421 1,087 (3,334) -306.6'11.

30,427 19,545 (10,882) 30,427. 19,545 (10,882) -55.7'11.

10,194 100 (10,094) ·10073.5'11. 10,194 100 (10,094) ·10073.5'11.
0 71 71 100.0'11. 0 71 71 100.0'11.
0 961 961 100.0'11. 0 961 961 100.0'11.
0 9,927 9,927 100.0'11. 0 9,927 9,927 100.0'11.
0 1,450 1,450 1oo.0'll. 0 1,450 1,450 100.0'11.

192 0 (192) 0.0'll. 192 0 (192) 0.0'11.
0 0 0 0.0'll. 0 0 0 0.0'11.

4,846 6,764 1,918 28.4'11. 4,646 6,784 1,918 28.4'11.
6,531 730 (5,801) -794.9'11. 6,531 730 (5,801) -794.9'11.
3,884 4,089 206 5.0'11. 3,884 4,089 206 5.0'11.

894 127 (767) -604.1'11. 894 127 (767) -604.1'11.
3,818 36,397 32,579 89.5'11. 3,818 36,397 32,579 89.5'11.

133 45 (89) -198.9'll. 133 45 (89) -198.9'11.
0 149 149 100.0'11. 0 149 149 100.0'11.

249 253 3 1.3'11. 249 253 3 1.3'11.
1,472 518 (955) -184.4'11. 1,472 518 (955) -184.4'11.
1,143 970 (173) -17.9'11. 1,143 970 (173) ·17.9'11.

319 3,637 3,318 91.2'11. 319 3,637 3,318 91.2'11.

79,200 121,557 42,358 79,200 121,557 42,358 34.8'11.

($30,283) ($28,914) ($30,283) ($28.914) 9S.S";'



University of Minnesota Health System
Affiliated Clinics, Inc.

Administrative

Income Statement

For the Period Ended July 1, 1994 to February 28, 1995

so so so so so so 00%
0 337 337 0 8,952 8,952 1000%

0 337 337 0 8,952 8,952 1000%

0 0 0 0 0 0 0.0%

0 337 337 0 8,952 8,952 1000%

0 0 0 0 0 0 00%
0 0 0 0 0 0 0.0%

0 0 0 0 0 0 00%

0 0 0 0 0 0 00%
0 0 0 0 0 0 0.0%
0
0 0 0 0 0 0 0.0%
0
0 0 0 0.0% 0 0 0 00%
0 0 0 0.0% 0 0 0 0.0%
a a a 0.0% a a a 00%
a a 0 0.0% a a a 0.0%
a a 0 0.0% 0 0 a 00%
a a 0 0.0% 0 a 0 00%
a 20 20 100.0% 0 1,892 1,892 1000%
a 424 424 100.0% a 4,664 4,664 1000%
0 a 0 0.0% 0 a 0 00%
a a 0 0.0% a a a 0.0%
a (21,270) (21,270) 100.0% a a a 0.0%
a a a 0.0% a 300 300 1000%
a a 0 0.0% a a a 0.0%
a a a 0.0% 0 0 a 0.0%
0 a a 0.0% 0 2,249 2,249 1000%
0 0 0 0.0% a 0 a 00%
a 20 20 100.0% 0 60 60 1000%

0 (20,805) (20,805) a 9,164 9,164 1000%

SO $21.142 $31.142 SO ($213) ($213) 1000%



UNIVERSITY OF MINNESOTA
HEALTII SYSTEM AFFllJATED CLINICs,INC.

Corporllt6 0jJiu

April 25, 1995

420D~6St S.£. BoJC 704
Minnupolis, MN 55455
TW!phoft6: (612) 626-5559
FacsilrUh: (612) 624-8128

TO:

FROM:

SUBJECT:

Members, Board ofDirectors 0..L
Stephan C. Grygar~11-(tv
1995/96 Budget

The University ofMinnesota Health System Affiliated Clinics, Inc. budget period spans from July
I, 1995 through June 30, 1996. Summarized below is a discussion concerning the assumptions
incorporated in preparation of the budget followed by budgeted profit and loss statements for
each divisional entity.

Staub Pediatric Clinic

oGross Fee For Service

Gross FFS revenue has been based upon actual production data from 12/31/94 with additional
adjustments for volume (5%) and price (4%) inflation. The forecasted production assumes
normalization for Dr. Chun, who was absent for 2 months in 1994, and for Drs. Heggie and Staub
whose FTE status decreased from base period levels. Patient encounters have been forecasted at
14,895 which compares to 14,186 for calendar year 1994.

oCharge Discounts

Discounts and adjustments have been budgeted at 25% of charges based upon historic experience
in the calendar period ended 12/31/94. Charge discounts also include an estimate for bad debt
write-ofTs.

00ther Income

Other income includes rent revenue from sublet agreements ($11,700), capitated insurance
payments ($3,800), collection f~ revenue from retirement ofpre-acquistion receivables ($2,000),
holdback refunds ($24,000 - Medica, $2,000 - BCBS) and other miscellaneous revenues.

oPersonnel RelatedExpense

FTE levels are projected to remain constant with compensation increasing by a projected 3.25%
wage increase effective 7/1/95. Other fringe benefit items including health, dental and life
insurance are projected to increase by 7% on the 1/1/96 renewal dates. Federal unemployment r '0 i.

insurance taxes have not been budgeted due to 501(c)(3) status. Also included in this category
are amounts anticipated to be paid Ann Seltz for audiology services and Dr. Sheridan from UM
Department ofPediatrics (UMHSAC does billing for Seltz and Sheridan).



oBuilding RelatedExpense

Includes rent expense for Fridley and Shoreview locations, telephone costs and depreciation
expense related to equipment purchase.

OOffice RelatedExpense

Budgeted costs include office supplies, postage and interest expense related to equipment
purchase. Amounts were based upon 12/31/94 data with a price level adjustment of4%.

oProfessional Fees

Includes fees paid to Nortech, Inc. for billing services based upon 12/31/94 data price adjusted by Nlo!('J4!~··

4%.

oPhysician Expenses

Includes salary and benefits for physicians as well as education allowances ($1,000 per),
professional liability insurance and professional dues and subscriptions. Salary and benefits are
per employment agreements. An assumption has been included increasing Dr. Heggie's FTE
status from .10 to .50. Dr. Staub is budgeted at .2 FTE while Drs. Chun, Hauer and McLellan are
budgeted at 1.0 FTE each. An additional allowance for Dr. Wegmann has been included for
on-call coverage provided one evening per week.

oMiscelJaneous Expenses

Category includes budgeted expenditures for yellow pages advertising, management fees paid to
UAFP for accounting, payroll and human resource consulting, MinnesotaCare taxes and interest
on the working capital loan. Variable expenses have been based upon 12/31/94 data with a price
level adjustment of4%.

0Medical Expenses·

Budgeted costs include medical and lab supplies, pharmaceutical expenses, medical waste
destruction and lab fees. Amounts have been based upon 12/31/94 data with a price level
adjustment of4%.

Heights Medical Clinic

OGross Fee For Service

Gross FFS revenue has been based upon actual production data from 12/31/94 with additional
adjustments for volume and price (4%) inflation. Forecasted visits of 5,554 represent a 9% .I

()r. i1~
decrease from the previous year primarily due to the departure of Dr. Leo. While the physician
assistant's and Dr. Olson are budgeted to absorb some ofthis volume, Dr. Cortez is anticipating to
be scheduled 1/2 day off each week to make up for evening and weekend surgeries. Thus his
office overall visits are budgeted to decline from 2,252 to 2,100 (and a corresponding decrease in . ,.Jv...

• ) ~ '1patIent revenue . \\~.;>. ~ f .
\~)



OCharge Discounts

Discounts and adjustments have been budgeted at 23% of charges based upon historic experience
in the calendar period ended 12/31/94. Charge discounts also include an estimate for bad debt
write-offs.

00ther Income

Other income includes rent revenue from outreach agreements ($12,168), capitated insurance
payments ($2,718), medical records copying charges ($2,392) and holdback refunds ($4,593
-Medica).

oPersonnel RelatedExpense

FTE levels are projected to remain constant with compensation increasing by a projected 3.25%
wage increase effective 7/1/95. Other fringe benefit items including health, dental and life
insurance are projected to increase by 7% on the 9/30/95 renewal dates. Federal unemployment
insurance taxes have not been budgeted due to 501(c)(3) status.

oBuilding RelatedExpense

l'1 '\,) .

Includes utilities, office liability and building insurance, telephone and answering service,
maintenance, custodian, property taxes (property tax exemption pending; $14,150 per year), b'-4~tP ~
depreciation expense, interest on the building loan and other miscellaneous items. Costs have
been based upon 12/31/94 data with a price level adjustment of4%.

OOlfice RelatedExpense

Budgeted costs include office supplies, postage, printing, equipment repair and rental and interest
expense related to equipment purchase. Amounts have been based on 12/31/94 data with a price
level adjustment of4%.

oProfessional Fees

Includes 1/2 of fees paid to DISC, Inc. for billing hardware and software lease costs.
have been price adjusted by 5%.

oPhysician Expenses

Includes salary and benefits for physicians as well as education allowances ($1,000 per),
professional liability insurance and professional dues and subscriptions. Salary and benefits for
Dr. Cortez are per employment agreement. The physician assistant MOts do not have
employment contracts and are projected to receive 3.25% increases on 7/1/95. The staffing
complement includes Dr. Cortez at 1.0 FTE, Dr. Argueta (PA) at .6 FTE and Dr. Mendoza (PA)
at .4 FTE. Dr. Cortez visits the Palen clinic one day a week but has had 100% of his salary and
benefits included in the Heights Medical Clinic budget. Likewise, Dr. Olson visits the Heights
Medical Clinic one day per week but has had 100% of his compensation included in the Palen
clinic.



oMisce//aneous Expenses

'-" Category includes budgeted expenditures for yellow pages advertising, management fees paid to
UAFP for accounting, payroll and human resource consulting, MinnesotaCare taxes, interest on
the working capital and account's receivable loans and other miscellaneous items. Variable
expenses have been based upon 12/31/94 data with a price level adjustment of4%.

°Medical Expenses

Budgeted costs include medical and lab supplies, pharmaceutical expenses, x-ray supplies medical
waste destruction, lab fees and medical interpretation fees. These amounts have been based upon \ ./..
12/31/94 data price adjusted at 4%. Budgeted medical interpretation fees (for EKG readings) ~) c.,,/"',,:.
have been reduced from prior year assuming the purchase of a new EKG machine which will d-(;\)'-'
reduce costs by nearly $4,000 per year. "" .'-

Palen Clinic

oGross Fee For Service

Gross FFS revenue has been based upon actual production data from 12/31/94 with additional
adjustments for volume and price (3%) inflation. Forecasted visits of 6,155 represent a 2%
increase from the previous year

OCharge Discounts

Discounts and adjustments have been budgeted at 27% of charges based upon historic experience
in the calendar period ended 12/31/94. Charge discounts also include an estimate for bad debt
write-offs.

00ther Income

Other income includes rent revenue from outreach agreements ($12,012), medical records
copying charges ($3,321), capitated insurance payments ($2,718) and holdback refunds ($4,593
-Medica).

0Personnel RelatedExpense

FTE levels are projected to remain constant with compensation increasing by a projected 3.25%
wage increase effective 7/1/95, Other fringe benefit items including health, dental and life
insurance are projected to increase by 7% on the 9/30/95 renewal dates. Federal unemployment
insurance taxes have not been budgeted due to 501(c)(3) status.

oBuilding RelatedExpense

Includes utilities, office liability insurance, telephone and answering service, custodian,
depreciation expense, snow removal/lawn care and building rent. Costs have been based upon
12/31/94 data with a price level adjustment of4%.



ODlfice RelatedExpense

Budgeted costs include office supplies, postage, printing, equipment repair and rentaI and interest
expense related to equipment purchase. Amounts have been based on 12/31/94 data with a price
level adjustment of4%.

oProfessionalFees

Includes 1/2 of fees paid to DISC, Inc. for billing hardware and software lease costs.
have been price adjusted by 5%.

°Physician Expenses

"{
" .

'"10
::>

These costs , .;\A
r'

~

Includes salary and benefits for physicians as well as education allowances ($1,000 per),
professional liability insurance and professional dues and subscriptions. Salary and benefits for
Dr. Olson are per employment agreement. The physician assistant MD does not have an
employment contract and is projected to receive a 3.25% increase on 7/1/95. The staffing
complement includes Dr. Olson at 1.0 FTE, Dr. Peterson .10 FTE and Dr. Sanchez (PA) at 1.0
FTE. Dr. Cortez visits the Palen clinic one day a week but has had 100% of his salary and
benefits included in the Heights Medical Clinic budget. Likewise, Dr. Olson visits the Heights
Medical Clinic one day per week but has had 1000.10 of his compensation included in the Palen
clinic.

0Misce//aneous Expenses

Category includes budgeted expenditures for yellow pages advertising, management fees paid to
UAFP for accounting, payroll and human resource consulting, MinnesotaCare taxes, interest on
the working capital and account's receivable loans and other miscellaneous items. Variable
expenses have been based upon 12/31/94 data with a price level adjustment of4%.

OMedical Expenses

Budgeted costs include medical and lab supplies, pharmaceutical expenses, x-ray supplies medical
waste destruction, lab fees and medical interpretation fees. These amounts have been based upon
12/31/94 data price adjusted at 4%. Budgeted medical interpretation fees (for EKG readings)
have been reduced from prior year assuming the purchase of a new EKG machine which will
reduce costs by nearly $3,500 per year.

Administrative Office

The budget reflects the addition ofa 1.0 FTE accountant to assist with ongoing UMHSAC related
financial and operational activities. Other budgeted amounts include interest income on
outstanding cash balances related to start-up funding, administrative space rent and miscellaneous
sundry items.



Financial Summary

Following this narrative are the proposed (preliminary) FY 1995-96 UMHSAC budgets for Staub
Pediatric Clinic, Heights Medical Clinic, Palen Clinic and Administrative Center. The clinic
budgets were created from the "bottom up," incorporating the assumptions as described above.

The preliminary budgets roll up to an overall cash flow loss of ($294,177); ($130,518) from
Staub, ($74,114) from Heights, ($55,989) from Palen and ($33,556) associated with the
non-revenue producing Administrative Center. This projected cash flow loss is an unacceptable
financial condition; as the second page finan~ial handout indicates, projected 6/30/96 cash
balances will be ($27,336).

Following the two summary pages are individual clinic detail budget sheets. These sheets enable
you to see the detail behind each ofthe summary line items.

Given the projected ($294,177) cash flow loss, between now and the May Board meeting,
UMHSAC management will work with the clinics to come up with a plan to significantly reduce
(with the idea of eliminating) the projected deficit. To accomplish this, we may very well need to
examine changing certain policies that currently exist, e.g., on-call coverage, billing/cash
collection, health insurance premiums. We will begin discussing this at our April 27, 1995,
meeting.

Attachments



r (\ r
University Of Minnesota Health System

Affiliated Clinics, Inc.

FY 1995-96 Proposed Budget

Staub Pediatric Heights Medical Palen Administrative
~ Clink; CI.In.kL cmter :rmm

Gross Fee For service 1,245,874 606,030 730,628 0 2,582,532

Charge Discounts (310,857) (147,182) (212,916) 0 (670,955)

Other Income 46,694 21,871 19,925 2,000 90,490

Total Budgebld Income 981,711 480,719 537,637 2,000 2,002,067

Personnel Related Expense 374,553 158,816 204,460 31,122 768,951
Building and Maintenance 128,053 96,657 84,380 5,088 314,178
otrice Related Expense 16,316 16,956 17,407 50,679
Professional Fees 33,406 5,456 5,456 44,318
Physician Expenses 358,388 151,877 152,310 662,575
Miscellaenous Expenses 47,764 28,304 28,715 500 105,283
Medical Expenses 122,810 61,781 96,427 281,018

Total Budgeted Expense 1,081,290 519,847 589,155 36,710 2,227,002

Budgeted Net Income (Loss) (99,579) (39,128) (51,518) (34,710) (224,935)

Add:

Depreciation 10,788 31,164 16,414 0 58,366.
Increase In Accrued Employee Benefits

-----
37,449 _13.065____ __1§.1'1L ___ 1,154 ____ 67,785

Total Additions 48,237 .....,229 32,531 1,154 126,151

Less:

Increase In AIR 61,588 45,591 6,423 0 113,602
Capital ExpendUures 0 5,325 5,325 0 10,650
Debt service - Working Capital 12,000 4,195 4,195 0 20,390
Debt Service - Equipment 5,588 7,972 7,972 0 21,532
Debt Service - Building 0 3,045 0 0 3,045
Debt Service - Accounts Receivable 0 13,087 13,087 0 26,174

Total Subtractions 79,176 79,215 37,002 0 195,393

Net Change in Cash illO,518) (74,1141 (55,98ID ___ ~33,5~ _(294,177)



(' ~. ~
University Of Minnesota Health System

Amliated Clinics, Inc.

FY 1nUl Proposed Budget

Sblub Pedt.trlc: Heights Medal Palen AdmInistrdve
~ ~ CIlr.K ~ :rmm

Gross Fee For ServIce 1.2«5.874 606.030 730.628 0 2.582.532

Charge DIscounts (310.857) (141.182) (212.916) 0 (610.955)

other Income ..e.694 21.811 19.925 2.000 90.490

Total Budgeted Income .1.711 480.718 537.'37 2.000 2.002.067

Personnel Related Expense 314.553 158.816 204.460 31.122 168.951
BuIldIng and MlIIntenanc:e 128.053 96.851 84.380 5.088 314.118
0IIIce ReIIIted Expense 16.316 16.956 11.401 50.619
Professlon8l Fees • 33.406 5.458 5.458 .....318
Physlcllln Expenses 358.388 151.871 152.310 662.515
MIsc:eIIaenous Expenses 41.184 28.304 28.115 500 105.283
Medical Expenses 122.810 81.181 96.421 281.018

Total Budgeted Expense 1.081.210 118.847· _.111 31,710 2.227.002

Budgeted Net Income (Lou) (n.m) (38.128) (11.118) (34,710) (224,131)

Add:

Deprec:IatIon 10.188 31.184 18.414 0 58.366
Inc:reue in Accrued Employee Benefits 31.449 13.085 16.111 1.154 61.185

Total Additions 48.237 .....221 32.531 1.114 126.151

Less:

~InAIR 81.588 «5.591 8.423 0 113.602
Caplbll Expenditures 0 5.325 5.325 0 10.650
Debt Service - Wortdng Caplbll 12.000 4.195 4.195 0 20.390
Debt Service • Equipment 5.588 1.972 1.912 0 21.532
Debt Service - BuIlding 0 3.0«5 0 0 3.0«5
Debt Service - Accounts Receivable 0 13.081 13.081 0 28.114

Total SubtnIc:tIons 71.17' 71.211 37.002 0 191,393

Net Change In Cash (130.118) (74,114) (11,989) (33.511) (294.171)

Beginning Working Capital LOlIn 325.000 80.000 80.000 100.000 5«5.000

Less Projected Operating Loss To 6130195 (192.049) (41.381) (33.829) (10.900) (218.159)

Less BY 95196 Net Change In Cash (130.518) (14.114) (55.989) (33.556) (294.117)

Projected Cash Balance - 6130196 2.433 (55.495) (29.818) 55.544 (21,336)



University of Minnesota Health System
L' ,Affiliated Clinics, Inc.
., 1995/96 BUdget· Staub Pediatric Clinic

Account # Description

40000000 Gross Fee for Service 1,245,874

42000000 Charge Discounts (310,857)

Other Income

47007010 Interest Income 0

49009030 Miscellaneous Income 19,967

49009040 Contribution/Donations 0

49009130 InsurancelWithholds 26,727

Total Budgeted Income 981,711

" Personnel Related Expense

62110000 Salaries 243,474

62130000 Salary Reimbursement 0

62140000 Cross Charges 0

62150000 Employee Benefits 75,570

62160000 Worker's Comp 3,897

62170000 Staff Dues & Conferences 75

62180000 FICA - Employers 38,656

62190000 Unemployment Taxes 4,511

62210000 403B Expense 0

62220000 Temporary Help 8,370

Building and Maintenance

63000000 Utilities 0

63100000 Rent 111,076

63200000 Office Liability Insurance 364

" 63300000 Telephone 5,825

1



63400000 Maintenance 0, 63500000 Custodian 0
63600000 Waste Disposal 0

I 63700000 Water/Sewer 0
63800000 Snow Removal/Lawn Care 0
63900000 Security 0
63910000 Depreciation Expense 10,788

Office Related Expense

64000000 Office Supplies 4,514

64100000 Postage 5,528

64200000 Office Equip < 500 0

64300000 Copier Expense 1,251

64400000 Printing Expense 1,409

64500000 Courier Expense 0

64600000 Document Destruction 0

64700000 Equipment Repair and Rental 708

"
TBD Interest Expense 2,906

Professional Fees

65000000 Computer and Billing 33,406

65100000 Collection Fees 0

65200000 Legal 0

65300000 Accounting/Audit 0

65400000 Consultants 0

Physician Expenses

66200000 Physician Salaries 335,507

TBD Provider Education 4,000

66000000 Professional Liability 13,768

66100000 Professional Dues/Subscriptions 5,113

Miscellaneous Expenses

<., 67000000 Employee Relations 0

67100000 Marketing 3,362

2



67200000 Magazines/Subscriptions 505

<. 67300000 Laundry 0

67400000 Miscellaneous 775

67500000 Patient Education Materials 0

67600000 Payroll Service 1,286

67700000 Transcription 0

67800000 Parking & Mileage 369

67900000 Books and Pamphlets 84

68800000 Food and beverage 1,881

68810000 MA verification 1.172

68820000 Advertising -Employment 0

68830000 Interpreter 0

68840000 Donations/Contributions 0

68850000 Bad Debt Expense 0

68860000 Management Fees 5,750

TBD MN Care Tax 12,557

TBD Sales Tax 30

TBD Interest - Work Cap Loan 19,993

<.
Medical Expenses

70000000 Medical and Lab Supplies 35,998

70100000 Pharmaceutical Expense 79,976

70200000 Medical Equipment < 500 828

70300000 X-Ray Supplies 0

70400000 Medical Waste Destruction 1.158

70500000 Lab Fees 3,848

70600000 Medical Interpretation Fees 1,004

Total Budgeted Expense 1,081,290

BUdgeted Net Income

Add:

3

(99,579)



Depreciation

Increase In Employee Benefits

Total Additions

Less:

Increase In AIR

Capital Expenditures

Debt Service Principal Payments. Work Cap

• Equip Ln

Total Subtractions

Net Change In Cash

G:\COMMON\PLAN\CLlNICS\ADMIN\BUDGEn5PCBUD.WK4

4

10,788

37,449

48,237

61,588

o
12,000

5,588

79,176

. (130,518)



University of Minnesota Health System
" Affiliated Clinics, Inc.

. .. 1995/96 Budget. Heights Medical Clinic

Account. Description

40000000 Gross Fee for Service 606,030

42000000 Charge Discounts (147,182)

Other Income

47007010 Interest Income 0

49009030 Miscellaneous Income 14,560

49009040 Contribution/Donations 0

TBD Capitation Payments 2,718

49009130 InsurancelWithholds 4,593

Total Budgeted Income 480,719

Personnel Related Expense

62110000 Salaries 110,118

62130000 Salary Reimbursement 0

62140000 Cross Charges 0

62150000 Employee Benefits 27,103

62160000 Worker's Comp 1,424

62170000 Staff Dues & Conferences 500

62180000 FICA - Employers 17,111

62190000 Unemployment Taxes 2,560

62210000 403B Expense 0

62220000 Temporary Help 0

Building and Maintenance

63000000 Utilities 4,839

63100000 Rent 0

" 63200000 Office Liability Insurance 1,209

1



TBD Building insurance 930

" 63300000 Telephone 7,998
63400000 Maintenance 1,750

63500000 Custodian 6,062

63600000 Waste Disposal 1,277

63700000 Water/Sewer 633

63800000 Snow RemovaVLawn Care 1,529

Property Taxes 14,722

63900000 Security 320

63910000 Depreciation Expense 31,164

TBD Interest 24,224

Office Related Expense

64000000 Office Supplies 3,083

64100000 Postage 3,503

64200000 Office Equip < 500 500

64300000 Copier Expense 0

~ 64400000 Printing Expense 1,857

64500000 Courier Expense 0

64600000 Document Destruction 0

64700000 Equipment Repair and Rental 2,311

TBD Interest Expense 5,702

Professional Fees

65000000 Computer and Billing 5,456

65100000 Collection Fees 0

65200000 Legal 0

65300000 Accounting/Audit 0

65400000 Consultants 0

Physician Expenses

66200000 Physician Salaries 139,636

TBD Provider Education 1,000

~
66000000 Professional Liability 9,266

66100000 Professional Dues/Subscriptions 1,975

2



"
Miscellaneous Expenses

67000000 Employee Relations 1,000

67100000 Marketing 5,009

67200000 Magazines/Subscriptions 624

67300000 Laundry 840

67400000 Miscellaneous 1,000

67500000 Patient Education Materials 0

67600000 Payroll Service 693

67700000 Transcription 0

67800000 Parking & Mileage 300

67900000 Books and Pamphlets 0

68800000 Food and beverage 607

68810000 MA verification 0

68820000 Advertising -Employment 100

68830000 Interpreter 0

68840000 Donations/Contributions 0

"
68850000 Bad Debt Expense

68860000 Management Fees 3,125

TBD MN Care Tax 5,554

TBD Sales Tax 155

TBD Interest - AIR Loan 4,843

TBD Interest - Work Cap Loan 4,454

Medical Expenses

70000000 Medical and Lab Supplies 14,928

70100000 Pharmaceutical Expense 9,955

70200000 Medical Equipment < 500 525

70300000 X-Ray Supplies 7,780

70400000 Medical Waste Destruction 480

70500000 Lab Fees 25,616

70600000 Medical Interpretation Fees 2,496

Total BUdgeted Expense 519,847

3



BUdgeted Net Income

Add:

Depreciation

Increase In Employee Benefits

Total Additions

Less:

Increase In AIR

Capital Expenditures

Debt Service Principal Payments· Building

Debt Service Principal Payments. Equipment

Debt Service Principal Payments· AIR Loan

Debt Service Principal Payments. Work Cap

Total Subtractions

Net Change In Cash

G:\COMMON\PLAN\CLlNICS\AOMIN\BUOGEnHMCBUO.WK4
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(39.128)

31.164

13.065

44.229

45.590

5.325

3.045

7.972

13,087

4,195

79,215

(74.114)



1 ..
University of Minnesota Health System

". Affiliated Clinics, Inc.
...., 1996/96 Budget. Palen Clinic

Account # Description ImJ.

40000000 Gross Fee for Service 730,628

42000000 Charge Discounts (212,916)

Other Income

47007010 Interest Income 0

49009030 Miscellaneous Income 15,333

49009040 Contribution/Donations 0

49009130 InsurancelWithholds 4,593

To~IBudgetedlncome 637.637

~ Personnel Related Expense

62110000 Salaries 140,636

62130000 Salary Reimbursement 0

62140000 Cross Charges 0

62150000 Employee Benefits 39,086

62160000 Worker's Comp 1,629

62170000 Staff Dues &Conferences 500

62180000 FICA - Employers 19,862

62190000 Unemployment Taxes 2,747

62210000 403B Expense 0

62220000 Temporary Help 0

Building and Maintenance

63000000 Utilities 4,415

63100000 Rent 46,869

63200000 Office Liability Insurance 1,542

~ 63300000 Telephone 8,233

1



63400000 Maintenance 0

~
63500000 Custodian 6,407

63600000 Waste Disposal 0

63700000 Water/Sewer 0

63800000 Snow Removal/Lawn Care 500

63900000 Security 0

63910000 Depreciation Expense 16,414

Office Related Expense

64000000 Office Supplies 2,274

64100000 Postage 2,335

64200000 Office Equip < 500 500

64300000 Copier Expense 0

64400000 Printing Expense 1,640

64500000 Courier Expense 0

64600000 Document Destruction 0

64700000 Equipment Repair and Rental 4,956, TBD Interest Expense 5,702

Professional Fees

65000000 Computer and Billing 5,456

65100000 Collection Fees 0

65200000 Legal 0

65300000 Accounting/Audit 0

65400000 Consultants 0

Physician Expenses

66200000 Physician Salaries 145,080

TBD Provider Education 1,000

66000000 Professional Liability 5,410

66100000 Professional Dues/Subscriptions 820

Miscellaneous Expenses

~
67000000 Employee Relations 1,000

67100000 Marketing 4,403
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67200000 Magazines/Subscriptions 867

C, 67300000 Laundry 1,055

67400000 Miscellaneous 500

67500000 Patient Education Materials 0

67600000 Payroll Service 693

67700000 Transcription 0

67800000 Parking & Mileage 300

67900000 Books and Pamphlets 0

68800000 Food and beverage 288

68810000 MA verification 0
.

68820000 Advertising -Employment 100

68830000 Interpreter 0

68840000 Donations/Contributions 0

68850000 Bad Debt Expense 0

68860000 Management Fees 3,125

TBD MN Care Tax 6,871

TBD Sales Tax 216

'-'
TBD Interest - AIR Loan 4,843

TBD Interest - Work Cap Loan 4,454

Medical Expenses

70000000 Medical and Lab Supplies 27,635

70100000 Pharmaceutical Expense 12,733

70200000 Medical Equipment < 500 500

70300000 X-Ray Supplies 9,266

70400000 Medical Waste Destruction 600

70500000 Lab Fees 28,381

70600000 Medical Interpretation Fees 17,314

Total Budgeted Expense 589,155

Budgeted Net Income

3

(51,518)



Add:

Depreciation

Increase In Employee Benefits

Total Additions

Less:

Increase In AIR

Capital Expenditures

Debt Service Principal Payments· BUilding

Debt Service Principal Payments· Equipment

Debt Service Principal Payments· AIR Loan

Debt Service Principal Payments· Work Cap

Total Subtractions

Net Change In Cash

G:\COMMON\PLAN\CLlNICS\AOMIN\BUOGEnPCBUO.WK4
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16,414

16,117

32,531

6,424

5,325

°7,972

13,087

4,195

37,003

(55,989)



University of Minnesota Health System
I· Affiliated Clinics, Inc.
~ 1995/96 Budget· Administrative

Account #

47007010

63100000

62110000

62150000

62180000

67400000

Description

Other Income

Interest Income

Total BUdgeted Income

Building and Maintenance

Rent Expense

I Personnel Related Expense

Salaries

Employee Benefits

FICA - Employers

Miscellaneous Expenses

Miscellaneous

Total BUdgeted Expenses

Budgeted Net Income (Loss)

Accountant

Vacation

Health Insurance

Dental Insurance

Life

2,000

2,000

5,088

25,000
3,908

2,215

500

36,710

(34,710)

1,154

2,400

300

54
3,908


