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UNI VERSI TY OF VIRG NI A
BOARD OF VI SI TORS AGENDA | TEM SUMVARY

BOARD MEETI NG April 5, 2001

COW TTEE: Health Affairs

ACGENDA | TEM . Remarks by the Vice President
and Provost for the Health
System

ACTI ON REQUI RED: None

BACKGROUND: The Vice President and Provost for the Health
Systemw || utilize this portion of the Health Affairs
Committee neeting to informthe Board of Visitors of
recent events which do not require formal action, but of
whi ch they should be nmade aware.



UNI VERSI TY OF VIRG NI A
BOARD OF VI SI TORS AGENDA | TEM SUMVARY

BOARD MEETI NG April 5, 2001
COWM TTEE: Health Affairs
AGENDA | TEM I1.A  Medical Center Financial Report

as of February 28, 2001

ACT! ON REQUI RED: None

BACKGROUND: The Medical Center prepares a financial report and
reviews it with the Executive Vice President and Chief Operating
O ficer before submtting the report to the Health Affairs

Comm ttee of the Board of Visitors. The Health Services
Foundation (HSF) prepares and presents financial statenents to
the Vice President and Provost for the Health System

OVERALL DI SCUSSI ON:  Overall the financial statenents reflect a
series of broad operational issues such as the follow ng:

- The di scharges have declined because of bed availability
and the nursing shortage. 1In order to maintain a safe
rati o of nursing personnel to staff beds, especially
i ntensive care beds, we have had to cl ose beds.

- Personnel costs, which accounts for over 45 percent of
the Medical Center’s operating expenses is increasing.
The nursing shortage is contributing to the increase in a
nunmber of ways. W have increased the rate of pay above
what was budgeted. The overtime pay in Fiscal Year 2001
is over 100 percent above Fiscal Year 2000 spending. W
have retai ned expensive traveling nurses to keep as many
beds open as possi bl e.

- Supply cost is increasing primarily due to the increase
i n pharnmaceutical costs.

These broad operational issues are affecting all hospitals
across the country in varying degrees.

DETAI LED DI SCUSSI ON:  Di scharges fromthe Medical Center for
Fi scal Year 2001 are bel ow budget by 2.2 percent, and bel ow
Fi scal Year 2000 by 1.7 percent. The Psychiatry and Surgery
service |lines experienced the nost significant increases in
di scharges over |ast year, while the Neurol ogy and Pedi atrics




service lines experienced the nost significant decreases in

di scharges. Al though discharges are slightly bel ow
expectations, patient days are .4 percent above budget and 2.4
percent above prior year. A higher than expected case m x i ndex
has led to a higher than expected average |ength of stay for
patients di scharged t hrough February.

Net operating revenue for Fiscal Year 2001 through February
is 2.8 percent above budget and 15.4 percent above prior year.
The increases in revenue are primarily due to |l ower indigent care
wite-offs, the conversion of the outpatient clinics to provider
based entities, the increase of the case m x index and the
openi ng of the Augusta Dialysis Center.

Total operating expenses through February Fiscal Year 2001
are 3.8 percent over the $325.2 m|lion budget and 15.5 percent
over prior year expenses. Salaries and wages, nedical center
contracts, nedical supplies and purchased services are higher
t han budget and hi gher than prior year.

The nunber of full-time equival ent enpl oyees (FTES) is 20
bel ow budget and 406 above prior year. The increase in salaries
and FTEs over prior year is primarily the result of University
and HSF enpl oyees transferring to the Medical Center’s payrol
with the conversion to provider-based clinics in Fiscal Year
2001. Hospital and clinic FTEs are:

FY 2000 FY 2001 2001 Budget

Hospital FTEs 4,264 4, 463 4,421
Clinic FTEs 133 376 375
Tot al 4,397 4,839 4,796
Sal ary and Wage

Cost per FTE $37, 389 $39, 621 $38, 851

The sal ary and wage cost per FTE has increased due to
sal ary adj ustnents nade in:

July 2000 Retention and recruitnment bonus
Sept enber 2000 M ni mum wage range adj ust nent

Cct ober 2000 I npl enent ed enhanced shift differenti al
program

Novenber 2000 Hol i day/ prem um pay adj ustnent
Equity increases to market rates
January 2001 4 percent pay for performance increase



Medi cal Center contracts are above budget primarily due to

paynments to physicians for nmedical direction being greater than
budget ed. The hi gher cost of pharnaceuticals is a contributing
factor to the increased nedical supplies expense.
Phar maceuti cal s expense through February is $2.0 million (8.5
percent) higher than prior year. Filling nursing vacancies by
contracting with traveling nurses is a contributing factor to
the increased purchased servi ces expense.

The operating margin for FY 2001 through February is 3.8
percent, which is below the budgeted margin of 4.7 percent, and
equivalent to the prior year’s 3.8 percent margin.



Univergty of VirgniaMedica Canter

Income Satemant
(DdlasinMillians)
Mog Reoent ThreeFiscal Years Budgated
Dexription Feb 9 Feb 00 FebOL FebOL

Net petient revenue $0L7 $3045 $HBL7 3424
Cther revenue 74 70 79 73
Tatd gparaing revenue £l $3115 396 349.7
Qperding expensss 2800 27163 13 074
Deprediation 26 2.2 216 26
Interest expense 38 32 32 32
Tatd ogperating expansss 844 297 $346.1 $3332
Qperatingincome (loss) #7 $118 $135 $165
Nor+operating income (loss) (&0 $5 %6 $36
Netincome 9 7  §s3  §ma 2
Delt principel R4 85 28 28




University of Viraginia M edical Center

Balance Sheet

(Dollarsin Millions)

Description 2/28/99 2/29/00 2/28/01

Assets
Operating cash and investments $63.4 $89.0 $53.5
Patient accounts receivables 63.8 56.0 69.8
Other current assets 175 10.2 24.6
Property, plant and equipment 214.6 216.7 227.3
Depreciation reserve investments 146.2 157.4 173.9
Other assets 13.0 164 194

Total Assets $518.5 $545.7 $568.5
Liabilities
Current portion long-term debt $3.6 $3.8 $4.1
Accounts payable & other liab 38.4 48.9 44.0
Long-term debt 99.2 97.4 93.2
Accrued leave and other LT liab 124 115 145

Total Liabilities $153.6 $161.6 $155.8
Fund Balance $364.9 $384.1 $412.7

Total Liabilities& Fund Balance $518.5 $545.7 $568.5




University of Viraginia M edical Center
Financial Ratios

Most Recent Three Fiscal Years Budgeted
Description Feb 99 Feb 00 Feb 01 Feb 01
Operating margin (%) 1.5% 3.8% 3.8% 4.7%
Total margin (%) 0.9% 4.9% 5.2% 5.7%
Current ratio (x) 34 29 31 4.0
Days cash on hand (days) 183.8 219.8 174.6 190.0
Gross accounts receivable (days) 82.1 77.2 84.9 80.0
Average payment period (days) 36.0 46.0 36.0 30.6
Annual debt service coverage (x) 4.4 6.8 7.3 7.7
Debt-to-capitalization (%) 21.4% 20.2% 18.4% 20.0%
Capital expense (%) 8.0% 7.8% 7.2% 7.7%




University of Viraginia M edical Center
Operating Statistics

Most Recent Three Fiscal Years Budgeted
Description Feb 99 Feb 00 Feb 01 Feb 01

Discharges 19,130 18,571 18,253 18,669
Patient days 103,558 97,742 100,059 99,648
Average length of stay 55 5.3 55 5.3
Clinic visits 308,499 328,103 335,884 333,593
ER visits 38,496 37,627 37,873 37,615
Medicare case mix index 1.8608 1.7762 1.8976 17773
Utilization by Payor Class

Medicare % 36.5% 37.6% 38.4% 37.0%

Medicaid % 13.9% 12.2% 11.6% 11.9%

Blue Cross % 14.0% 16.4% 15.6% 14.0%

Managed care % 12.8% 13.0% 12.9% 15.5%

Self-pay, Commercial & other % 22.7% 20.9% 21.5% 21.6%
Totd 100% 100% 100% 100%
FTE's 4,550 4,397 4,839 4,796




UNI VERSI TY OF VIRG NI A
BOARD OF VI SI TORS AGENDA | TEM SUMVARY

BOARD MEETI NG April 5, 2001

COW TTEE: Health Affairs

AGENDA | TEM I1.B. Performance | nprovenent Project
ACTI ON REQUI RED: None

BACKGROUND: I n January 2000, the Health System enbarked on
Phase Il of its Performance |Inprovenent initiative designed to
enhance operational efficiency and revenue capture. Phase one,
which ran fromJuly to Novenber 1999, involved an assessnent by
a health care consulting firmon the cost reduction and revenue
enhancenent opportunities within the Health System The

anal ysis covered the institution’s clinical operations and

adm ni strative support areas, as well as its revenue cycle and
supply chain. The firms findings were outlined to the Board of
Visitors during an executive session at the Novenber 17, 1999,
Health Affairs Commttee neeting. Since the |last report to the
Board in Cctober 2000, the project has focused on conpleting the
three maj or reorgani zati ons recommended for central

adm ni stration and maxi m zing the cost savings in the Operating
Room s supply task force and the pharnmacy’s devel opnent of

i ndi gent care reinbursenent prograns.

DI SCUSSI ON:  Since the Board of Visitors nmeeting in October

2000, the Performance | nprovenent Project has focused its
efforts on conpleting three reorgani zations within Health System
Adm ni stration. These include, the consolidation of a variety
of departments under a Chief Business Devel opnent, Marketing and
Public Relations Ofice, the integration of all analytical and
operational and clinical process inprovenent resources under a
single | eader, and the reorganization of facilities nanagenent
services. |In addition, the Pharmacy, Operating Room and Medi cal
Managenent prograns continue to have success in cost reduction

t hrough contract negotiation, supply substitutions, and
education of nedical staff to reduce supply and pharmaceuti cal
utilization. Discussion will focus on an overview of the
projects noted above and updates on the initiative s five
establ i shed work teans.



