UNI VERSI TY OF VI RA NI A
BOARD COF VI SI TORS
VEETI NG OF THE
VEDI CAL CENTER
OPERATI NG BOARD
January 30, 2003

SECTI ON B



UNI VERSI TY OF VIRG NI A
VEDI CAL CENTER OPERATI NG BOARD

Thur sday, January 30, 2003
10:00 a.m — 1:00 p. m
Medi cal Center Conference Dining Roonms 1, 2 and 3

Conmi ttee Menbers:
Edw n Darracott Vaughan, Jr. MD., Chair
John P. Ackerly, 111 WIlliamH Goodwi n, Jr.

Wlliam G Crutchfield, Jr. Kat herine L. Smal | wood, M D.

Eugene V. Fife El i zabeth A, Twohy
John I. Gallin, MD.

Ex Oficio Menbers:

CGeorge A Beller, MD.

Arthur Garson, Jr., MD., MP.H
R Edward Howel |

Leonard W Sandri dge

AGENDA

REPORTS BY THE VI CE PRESI DENT AND CHI EF EXECUTI VE

OFFI CER OF THE MEDI CAL CENTER (M. Howel |)

A Vi ce President’s Remarks

B. Fi nance and Operations (M. Larry Fitzgerald
to report on Finance; M. Howell to report
on QOperations)

C. Capital Projects

1. REPORTS BY THE PRESI DENT OF THE CLI NI CAL STAFF OF
THE MEDI CAL CENTER (Dr. Beller)
A El ections of Clinical Staff Representatives
to the dinical Staff Executive Conmttee
B. Standing Committees of the Cinical Staff
Executive Committee

I'1'1. COVPLI ANCE TRAI NI NG AND REPCORT (M. Ral ph Trayl or)

PAGE

11

14

15



I V.

EXECUTI VE SESSI ON

ACTION | TEM - To consi der proposed personnel actions
regardi ng the appoi ntnment, reappointnent, resignation,
assi gnment, performance, and credentialing of specific
medi cal staff and health care professionals, as
provided for in Section 2.2-3711 (A (1) of the Code
of Virginia.

Di scussion of proprietary business-related information
pertaining to strategic redepl oynent and conpensation
of personnel, and di scussion of the appointnent,

reassi gnnment, performance and eval uati on of specific
enpl oyees of the Medical Center and the eval uation of
per formance of departnments of the Medical Center that
wi |l necessarily include discussion of the performance
of specific enpl oyees.

Di scussion of proprietary business-related information
pertaining to business devel opnent, marketing and
fundrai sing for the Cancer Center and the Children’s
Medi cal Center of the University of Virginia Mdical
Center, and a proposed radiation therapy joint

venture, disclosure of which would adversely affect
the conpetitive position of the Medical Center.

Consultation with | egal counsel on departnents
performance in conpliance with regulatory, |icensing
and accreditation requirenents, which will necessarily
i nvol ve di scussion of the performance of individuals
and include proprietary business-related infornmation,
di scl osure of which woul d adversely affect the
conpetitive position of the Medical Center.

The rel evant exenptions to the Virginia Freedom of

I nformation Act for all of these are provided for in
Section 2.2-3711 (A (1), (7), (8) and (23) of the
Code of Virginia.




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

BOARD MEETI NG January 30, 2003

COWM TTEE: Medi cal Center Operating Board
AGENDA | TEM |.A Vice President’s Renarks
ACTI ON REQUI RED: None

DI SCUSSI ON:  The Vice President and Chi ef Executive Oficer
of the Medical Center will informthe Medical Center
Operating Board of recent events that do not require fornal
action, but of which it should be made aware.




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

BOARD MEETI NG January 30, 2003

COWM TTEE: Medi cal Center Operating Board
ACGENDA | TEM |.B. Finance and Operations
ACTI ON REQUI RED: None

BACKGROUND: The Medical Center prepares a financial and
operations report and reviews it with the Executive Vice
Presi dent and Chief Operating Oficer before submtting the
report to the Medical Center Operating Board of the Board of
Visitors.

DI SCUSSI ON:

F1 NANCE

Fi scal Year 2003 continues to surpass expectations with an
operating margin which is above budget. Total operating revenue
i s above budget, expenses are equal to budget, and full-tine
equi val ent enpl oyees are bel ow budget.

For Fiscal Year 2003, discharges are 2.2 percent bel ow
budget and .7 percent above prior year. Patient days are 2.2
percent bel ow budget, and 1.2 percent above prior year. Length
of stay is 5.6 days, which is equivalent to both budget and
prior year. Discharges for neurosurgery and general surgery are
above prior year, while discharges for orthopedics are bel ow
prior year. Qutpatient visits are 1.8 percent bel ow budget and
2.5 percent above prior year on an average daily visit basis.
Sanme day patients are 9.1 percent above prior year.

Total operating revenue for Fiscal Year 2003 is 4.2 percent
above budget and 8.1 percent above prior year. An average rate
i ncrease of 5 percent went into effect on July 1, 2002. Fisca
Year 2003 operating revenue al so includes several prior year
itens identified through the revenue cycle process. The nost

significant of these is $4.3 mllion in El ectrophysiol ogy Lab
revenue not previously captured because of Medicare billing
changes.

Total operating expenses for Fiscal Year 2003 are equal to
the $243.7 mllion budget and are .7 percent over prior year
expenses. Sal aries and wages and purchased services are bel ow



bot h budget and prior year expenses. Medical supplies are above
bot h budget and prior year expenses primarily as the result of
the introduction of new and nore expensive nedical devices in
car di ol ogy.

The nunber of full-tinme equival ent enpl oyees (FTES) is 117
bel ow budget and 174 below prior year. Hospital and clinic FTEs
are:

FY 2002 FY 2003 2003 Budget
Hospital FTEs 4,810 4,575 4,703
Clinic FTEs 460 521 510
Tot al 5,270 5, 096 5,213

Annual i zed
Sal ary and Wage $42, 438 $43,248  $42, 637
Cost per FTE

The Fiscal Year 2003 operating margin is 7.4 percent, which
is above both the budgeted margin of 3.5 percent and the prior
year’s 0.6 percent margin.

OPERATI ONS

For the first five nonths of Fiscal Year 2003, |abor
expenses were .7 percent (117 FTEs) bel ow budget, and 2.2
percent (174 FTEs) bel ow the expenses for the first five nonths
of Fiscal Year 2002. On a volune-adjusted basis, |abor dollars
were 1.2 percent bel ow budget. The cost of the travel er
(contract) health care professionals was $1.0 mllion for the
first five nmonths of Fiscal Year 2003 versus $3.9 mllion in the
first five nonths of Fiscal Year 2002. While significantly
bel ow prior year, travel er expenses are $500 thousand over
budget for this fiscal year, nostly due to unanticipated use of
contract | abor by Radiology. The Medical Center has adopted a
nunber of processes and standards to nanage expenses nore
efficiently and we believe their effectiveness was shown in the
financial performance for the first 5 nonths of Fiscal Year
2003.

Further, the Medical Center has adopted national
benchmar ki ng standards (HBSI) for operations and budget
pur poses. The standard of m ni num performance for all areas
(other than the Operating Roon) is the HBSI 50'" percentile.



Sonme areas within the Medical Center were identified as not
being in conpliance with these requirements. To facilitate our
efforts to neet these standards wi thout the necessity of

enpl oyee |l ay-offs, Medical Center enployees in positions

el i m nated under the HBSI standards were offered positions that
were included in the Fiscal Year 2003 budget but were vacant. At
this time the reassi gnment program has been successfully

concl uded.

We have nmade adjustnents to the enpl oyee position control
systemto enhance its useful ness as a managenent tool. This
systemw || becone an increasingly inportant tool in our
continuing effort to maintain the nunber of enployees at a |evel
consi stent with nanagenent established standards.

Emer gi ng technol ogy in many areas, but especially in
Car di ol ogy, has increased costs in the current Fiscal Year and

will increase costs even nore in future nonths. An exanple is
drug-eluting stents used in Cardiology. W estimte the use of
stents will decrease operating income by $500 thousand in Fiscal
Year 2003.



University of Virginia Medica
I ncome St at enent
(Dollars in MIlions)

Cent er

Most Recent Three Fiscal Years Budget / Tar get
Descri ption Nov 01 Nov 02 Nov 03 Nov 03

Net patient revenue $220. 6 $238.2 $257. 3 $247.9
O her revenue 3.6 5.2 5.8 4.6
Total operating revenue $224.2 $243.4 $263. 1 $252.5
Operati ng expenses 197.8 225.8 227.3 225.7
Depreci ati on 13.2 14. 3 14. 4 16.0
I nterest expense 2.0 1.9 2.0 2.0
Total operating expenses $213.0 $242.0 $243. 7 $243.7
Operating incone (loss) $11.2 $1.4 $19. 4 $8.8
Non- operating i ncone (Il oss) $3.0 (%$7.6) $4.5 $4.3
Net income (Il oss) $14.2 ($6.2) $23. 9 $13.1
Princi pal paynent $1.8 $1.8 $1.9 $1.9




University of Virginia Medical Center

Bal ance Sheet
(Dollars in MIIions)

Descri ption

11/ 30/ 2000

11/ 30/ 2001

11/ 30/ 2002

Asset s

Operating cash and investnents
Patient accounts receivabl es
Property, plant and equi prent
Depreci ation reserve investnents

O her assets

Total Assets
Liabilities
Current portion |ong-term debt
Accounts payable & other liab
Long-t erm debt

Accrued | eave and other LT liab

Total Liabilities

Fund Bal ance

Total Liabilities & Fund Bal ance

$63.1
79.5
224.6

171. 4

$553. 6

$4.1

35.8

$42.9

78.3
230.1
183.4

32.5

$567. 2

$4.2

$51.8
88.1
239.5
206. 4

10.2

$596.0

$4.6

40.8




University of Virginia Medical Center
Fi nanci al Ratios

Most Recent Three Fiscal Years Budget / Tar get
Descri ption Nov 01 Nov 02 Nov 03 Nov 03
Operating margin (% 5. 0% 0. 6% 7.4% 3. 59
Total margin (% 6. 3% -2.6% 8. 9% 5. 19
Current ratio (x) 3.6 2.5 3.1 4.0
Days cash on hand (days) 183.9 156.0 176. 4 190.0
Gross accounts receivabl e (days) 79.0 71.6 70.5 60.0
Aver age paynent period (days) 30.6 33.2 30.3 30.6
Annual debt service coverage (x) 7.8 2.7 10.3 7.9
Debt-to-capitalization (% 18. 6% 17. 7% 16. 0% 20. 09
Capital expense (% 7.1% 6. 7% 6. 7% 7.49




Uni versity of Virginia Mdical
Operating Statistics

Cent er

Most Recent Three Fiscal Years Budget / Tar get
Description Nov 01 Nov 02 Nov 03 Nov 03
Di schar ges 11, 521 11, 230 11, 312 11, 572
Pati ent days 63, 438 62, 740 63, 462 64, 887
SS/ PP Patients 2,515 3,146 3,433 2,546
Average | ength of stay 5.5 5.6 5.6 5.6
Cinic visits 212, 346 220, 452 226,510 231, 198
ER visits 23,544 24,371 24, 468 24,349
Medi care case mi x index 1.9052 1.8778 1.8894 1.9384
Net Revenue by Payor
Medi care % 37.8% 38. 9% 34. 6% 36. 09
Medi caid % 15. 3% 13.5% 13. 2% 11. 79
Managed care % 6. 3% 6. 4% 6. 0% 6. 19
Commercial % 9. 2% 9. 5% 10. 6% 9. 89
O her 31. 4% 31. 7% 35. 6% 36. 49
Tot al 100% 100% 100% 1009
FTE' s 4,772 5,270 5, 096 5,213




University of Virginia Medical Center

SUMMARY OF OPERATING STATISTICS AND FINANCIAL PERFORMANCE MEASURES
Fiscal Year to Date with Comparative Figures for Prior Year to Date - November 30, 2002

OPERATING STATISTICAL MEASURES - November 2002

ADMISSIONS and CASE MIX - Year to Date

OTHER INSTITUTIONAL MEASURES - Year to Date

EY 02 EY 03 % Change EY 02 EY 03 % Change
ADMISSIONS: ACUTE INPATIENTS:
Surgical 4,119 4,552 10.5% Inpatient Days 62,740 63,462 1.2%
Medical 4,710 4,358 (7.5%) Average Length of Stay 5.6 5.6 0.0%
Transplant 72 59 (18.1%) Average Daily Census 410 415 1.2%
Obstetrics 614 607 (1.1%) Births 561 577 2.9%
Pediatrics 908 921 1.4%
Psychiatric 807 815 1.0% OUTPATIENTS:
Subtotal Acute 11,230 11,312 0.7% Clinic Visits 220,452 226,510 2.7%
Average Daily Visits 2,310 2,368 2.5%
Short Stay 3,146 3,433 9.1% Emergency Room Visits 24,371 24,468 0.4%
Total Admissions 14,376 14,745 2.6%
SURGICAL CASES
CASE MIX INDEX: Inpatient 5,282 5,332 0.9%
All Acute Inpatients 1.6814 1.7386 3.4% Outpatient 1,140 1,059 (7.1%)
Medicare Inpatients 1.8778 1.8894 0.6% Total 6,422 6,391 (0.5%)
OPERATING FINANCIAL MEASURES - November 2002 |
REVENUES and EXPENSES - Year to Date | | OTHER INSTITUTIONAL MEASURES - Year to Date |
EY 02 EY 03 % Change EY 02 EY 03 % Change
NET REVENUES: NET REVENUE BY PAYOR:
Total Patient Rev. 223,611,775 242,677,844 8.5% Medicare 86,942,960 83,908,892 (3.5%)
Appropriations 14,633,475 14,633,475 0.0% Medicaid 30,224,481 32,088,810 6.2%
Misc Revenue 5,171,509 5,791,098 12.0% Managed Care 14,229,262 14,497,080 1.9%
Total 243,416,759 263,102,417 8.1% Commercial Insurance 21,286,236 25,795,363 21.2%
Other 70,928,836 86,387,699 21.8%
Total Paying Patient Rev. 223,611,775 242,677,844 8.5%
EXPENSES:
Salaries and Wages 115,213,948 112,741,323 (2.1%) Managed Care 14,229,262 14,497,080 1.9%
Supplies and Contracts 62,292,368 66,721,344 71% Non-Managed Care 209,382,513 228,180,764 9.0%
Purchased Services 40,661,703 37,520,715 (7.7%) Total Paying Patient Rev. 223,611,775 242,677,844 8.5%
Bad Debts 7,605,878 10,295,750 35.4%
Depreciation 14,273,736 14,457,973 1.3% OTHER:
Interest Expense 1,936,134 1,983,571 2.5% Collection % of Gross Billings 72.71% 65.60% (9.8%)
Total 241,983,767 243,720,676 0.7% Days of Revenue in Receivables (Gross) 71.6 70.5 (1.5%)
Operating Margin 1,432,992 19,381,741 1252.5% Cost per CMI & OP-Adj Discharge 7,010 6,756 (3.6%)
Operating Margin % 0.6% 7.4% 1151.3% Cost per CMI & OP-Adj Day 1,255 1,204 (4.0%)
Non-Operating Revenue (7,649,744) 4,493,970 (158.7%) Cost per Outpatient Visit 67.62 72.08 6.6%
Total F.T.E.'s 5,270 5,096 (3.3%)
Net Income (6,216,752) 23,875,711 (484.1%) F.T.E.'s Per Adjusted Occupied Bed 7.85 7.28 (7.3%)
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University of Virginia Medical Center
SUMMARY OF OPERATING STATISTICS AND FINANCIAL PERFORMANCE MEASURES
Fiscal Year to Date with Comparative Figures for Prior Year to Date - November 30, 2002

Assumptions - Operating Statistical Measures

Admissions and Case Mix Assumptions

[Admissions include all admissions except normal newborns

Pediatric surgery cases are included in Pediatrics admissions

Obstetrics surgery cases are included in Obstetrics admissions

Transplant surgery cases are included in Transplant admissions

Transplants include all solid organ transplants and bone marrow transplants

All other surgery cases are counted as Surgical admissions

Surgical cases are defined by DRG

Short Stay Admissions include both short stay and post procedure patients

Case Mix Index for All Acute Inpatients is All Payor Case Mix Index from Stat Report

Other Institutional Measures Assumptions

Patient Days, ALOS and ADC figures include all patients except normal newborns

Surgical Cases are the number of patients/cases, regardless of the number of procedures performed on that patient
Split of surgical cases into inpatient and outpatient based on discharges from the Surgical Admission Suite
Outpatient surgical cases do not include those performed at VASC

Assumptions - Operating Financial Measures

Revenues and Expenses Assumptions:
Medicaid out of state is included in Medicaid
Medicaid HMOs are included in Medicaid
Physician portion of DSH is included in Other
Trigon is included in Other

Non-recurring revenue is included

Other Institutional Measures Assumptions

Collection % of Gross Billings includes appropriations

Days of Revenue in Receivables (Gross) is the BOV definition

Cost per CMI & OP-Adj Discharge and Day uses Medicare CMI to adjust

Costs for Cost per Outpatient Visit come from clinic income statement

OP visits used in calculation of Cost per Outpatient Visit are provider based clinic visits only
FTEs are Medical Center FTEs only, does not include contract labor FTEs




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

BOARD MEETI NG January 30, 2003

COWM TTEE: Medi cal Center Operating Board
AGENDA | TEM |.C. Capital Projects Report
ACTI ON REQUI RED: None

BACKGROUND: The Medical Center is constantly inproving and
renovating its facilities. W wll provide a status report of
these capital projects at each Medical Center Operating Board
neeti ng.

DI SCUSSI ON:  The current Medical Center capital projects report
is set forth in the follow ng table.
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The University of Virginia Mdica
Proj ects Report

Scope

Capi t al

Budget

BOV
Fundi ng Approval
Sour ce Dat e

Cent er

Proj ected
Conpl eti on
Dat e

PRE- CONSTRUCT! ON

Breast Care
Center-renovate
7,200 sq. ft.
for a new Breast
Care Center that
conbi nes breast
i magi ng and

br east cancer

t her apy

$1.4 M

Bonds Cct ' 00

April'03
(May ' 03-
revi sed)

Cancer Center-

| nfusi on Center
- expand

exi sting

out pat i ent
cancer center
clinic and

i nfusi on center.

$1.25 M

Bonds Jan ' 02

Mar ch' 03
(Dec ' 03-
revi sed)

Sout h Gar age
Expansi on —
provi de 419
addi ti onal
par ki ng spaces
to replace those
| ost by
constructi on,
potential |oss
of a | eased | ot
and for reserved
par ki ng
expansi on.

$8.5 M

Bonds Cct ' 00

May ' 04

12




UNDER
CONSTRUCT! ON

Hospi t al
Expansi on

Pr oj ect -

hori zont al
expansi on of
Uni versity
Hospital and
renovati on of
entire second
floor to
accomuodat e
conpl ete
rebui |l di ng and
expansi on of the
Peri operative
Servi ces and
Heart Center.
Addi ti onal
renovati ons and
expansi on for

| nt erventi onal
Radi ol ogy and
C i ni cal
Laboratory

$58 M

Bonds @
$54 M

Hospi t al

Oper at i ng
Revenues

@%$4 M

Mar ch
'99

Sept '05
(Dec '05 -
revi sed)

Critical Care
Unit Expansion -
addi tional 9 beds
to the MCU, TCV-
PO and STICU in
Uni versity
Hospi t al

$3.25 M

Medi cal
Cent er
Annual
Capi t al
Budget

' 00

March ' 03
(Dec ' 03-revised)

Clinical Ofice
Bui l ding —
Fontai ne —
provi de space for
addi ti onal

i magi ng and
clinical care

i ncl udi ng
consol i dati on of
t he Endocri nol ogy
Cinic and

O ol aryngol ogy
dinic.

$16. 75 M

Bonds

Jan ' 02

June ' 03
(shell, imging &
Endocri nol ogy)

Cct ' 03
(O ol aryngol ogy)

13




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

BOARD MEETI NG January 30, 2003
COWM TTEE: Medi cal Center Operating Board
AGENDA | TEM I1.A. Elections of the Cinical Staff

Representatives to the Cinical Staff
Executive Committee

ACT! ON REQUI RED: None

BACKGROUND: El ections of four (4) representatives fromthe
Clinical Staff to the Cinical Staff Executive Committee were
held in Cctober. This report discusses the results of the

el ecti on.

DI SCUSSI ON: The Bylaws of the Cinical Staff of the University
of Virginia Medical Center were amended in Septenber to create
the dinical Staff Executive Commttee to serve as the executive
commttee of the Cinical Staff and oversee the quality of the
clinical care delivered within the Medical Center, delineate and
adopt clinical policy within the Medical Center and serve as the
[iaison between the Clinical Staff and the Medical Center

Oper ati ng Board.

The nmenbership of the dinical Staff Executive Committee is
set forth in the Arended and Restated Clinical Staff Bylaws and
i ncludes four (4) active nenbers of the Cinical Staff who are
el ected by the Cinical Staff for a termof three (3) years
each. The follow ng individuals were elected in Cctober:

- Primary Care Representative: Mhan Nadkarni, MD.

- Medical Specialties Representative: Robert S. G bson, MD.
- Surgical Representative: David R Diduch, MD.

- Hospital -Based Representative: Paul D. Mntz, MD.
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UNI VERSI TY OF VIRG NI A
BOARD OF VI SI TORS AGENDA | TEM SUMVARY

BOARD MEETI NG January 30, 2003
COWM TTEE: Medi cal Center Operating Board
AGENDA | TEM I1.B. Standing Commttees of the Cinical

Staf f Executive Committee

ACT! ON REQUI RED: None

BACKGROUND: The Cinical Staff Executive Conmttee of the
Medi cal Center has established certain Clinical Staff Standing
Commttees that will report to the Cinical Staff Executive
Conmi ttee.

DI SCUSSI ON: The Anended and Restated Bylaws of the Cinical
Staff of the University of Virginia Medical Center, effective
Sept enber 19, 2002, provide for a Bylaws Committee, a
Credentials Commttee, a Nom nating Commttee and such ot her
Standing Conmittees as the Cinical Staff Executive Committee
may designate fromtine to tine.

At its Novenber 26, 2002, neeting, the Cinical Staff
Executive Conmttee designated the Cinical Staff Standing
Conmm ttees and Subcommittees as foll ows:

Byl aws Conmittee
Cancer Committee
Credentials Commttee
Et hics Commttee
G aduat e Medi cal Education Commttee
Nom nating Comm ttee
Operating Room Comm ttee
Patient Care Conmttee
Acute Care Subcommttee
Critical Care Subcommittee
Resuscitati on Subcommittee
Phar macy and Therapeutics Conmttee
Radi oactive Drug Research Subconmittee
Quality Counci l
| nfection Control Subcommittee
Patient Safety Subcommittee
Safety and Security Subconmittee
Transfusion Commttee
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UNI VERSI TY OF VIRG NI A
BOARD OF VI SI TORS AGENDA | TEM SUMVARY

BOARD MEETI NG January 30, 2003

COWM TTEE: Medi cal Center Operating Board
AGENDA | TEM I11. Conpliance Training and Report
ACTI ON REQUI RED: None

BACKGROUND: On Septenber 13, 2002, The University of Virginia
Medi cal Center began the second year of a Corporate Conpliance
Agreenment with the Ofice of Inspector General — U S. Departnent
of Health and Human Services. This Agreenent requires the
annual training of staff and managenent of the University of
Virginia Medical Center, including the Medical Center QOperating
Board of the Board of Visitors.

DI SCUSSI ON:  The mandatory training reviews the Corporate
Conmpl i ance Agreenent, highlights changes to the Conpliance Code
of Conduct, and enphasi zes significant conpliance policies and
regulatory initiatives. M. Ral ph Traylor, Corporate Conpliance
Oficer, will make the presentation. At the end of the
training, each Medical Center Operating Board nenmber will be
asked to sign an attestation of conpliance training. In
addition, M. Traylor will update the Medical Center Operating
Board on the conpletion of the first year of the Corporate
Conpl i ance Agreenent.
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