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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
conpensati on of personnel, and di scussion of the
appoi ntment, reassignnent, performance and eval uation
of specific enployees of the Medical Center and the
eval uati on of performance of departnents of the

Medi cal Center that will necessarily include

di scussion of the performance of specific enpl oyees,
di scl osure of which woul d adversely affect the
conpetitive position of the Medical Center.

Di scussion of proprietary, business-related contract
negoti ations regarding Nutrition and Environnent al
Servi ces procurenent, and the Medical Center’s

exi sting purchasing contractual relationship with
Novation, disclosure of which would adversely affect
the conpetitive position of the Medical Center.

Consultation with | egal counsel on both pending and
threatened litigation and conpliance with regul atory,
Iicensing and accreditation requirenments, which wll

al so necessarily involve discussion of the performance
of individuals and include proprietary business-
related i nformati on, disclosure of which would
adversely affect the conpetitive position of the

Medi cal Center.

Di scussion of proprietary, business-related
information pertaining to the operations of the

Medi cal Center, involving strategic and busi ness
devel opnent initiatives with the School of Medicine,
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
Information Act for all of these are provided for in
Section 2.2-3711 (A (1), (6), (7), 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 March 13, 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 March 13, 2003

COWM TTEE: Medi cal Center Operating Board

ACGENDA | TEM |.B. Finance, Wite-offs and Operations
ACTI ON REQUI RED: None

BACKGROUND: The Medical Center prepares a financial and
operations report, including wite-offs of bad debt and indi gent
care, and reviews it with the Executive Vice President and Chief
Operating Oficer before submtting the report to the Medi cal
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, while expenses and full-tinme equival ent
enpl oyees are bel ow budget.

Through Decenber 2002, adm ssions are 2.6 percent bel ow
budget and .4 percent above prior year. Patient days are 2.7
percent bel ow budget, and 1.1 percent above prior year. Length
of stay is 5.7 days, which is above both budget and prior year.
Adm ssions for neurosurgery and general surgery are above prior
year, while adm ssions for orthopaedics and transplant are bel ow
prior year. Qutpatient visits are 2.9 percent bel ow budget and
1.7 percent above prior year on an average daily visit basis.
Sane day patients are 6.0 percent above prior year.

Total operating revenue for the first six nonths of Fiscal
Year 2003 is 3.6 percent above budget and 7.1 percent above
prior year. An average rate increase of 5 percent went into
effect on July 1, 2002. Total operating revenue al so includes
several non-recurring transactions. Fiscal Year 2003 net

operating revenue includes $2.5 mllion related to services
provided in Fiscal Year 2002. Fiscal Year 2002 net operating
revenue includes $1.4 mllion for Fiscal Years 1993 and 1995

Medi care di sproportionate share (DSH) settl enents.



Total operating expenses for Fiscal Year 2003 are .1
percent bel ow the $292.8 mllion budget and .4 percent above
prior year expenses. Salaries and wages and purchased services
are bel ow bot h budget and prior year expenses. Supplies and
contracts are above both budget and prior year expenses.

The nunber of full-tinme equival ent enpl oyees (FTEs) is 210
bel ow budget and 269 below prior year. Hospital and clinic FTEs
are:

FY 2002 FY 2003 2003 Budget
Hospital FTEs 4,825 4,520 4,727
Cdinic FTEs 448 521 487
Tot al 5,273 5, 004 5,214

Annual i zed
Sal ary and Wage $42, 550 $43, 482 $42, 731
Cost per FTE

The Fiscal Year 2003 operating margin is 6.6 percent, which
i s above both the budgeted margin of 3.2 percent and the prior
year’s 0.4 percent margin.

VRl TE- OFF OF BAD DEBI TS AND | NDI GENT CARE

| ndi gent care charges totaling $37.3 mllion for the period
July 1, 2002, through Decenber 31, 2002, have been witten off.
Recoveries during this period anmobunted to $4.1 nillion.

The estimated cost of indigent care in Fiscal Year 2002
amounted to $47.3 mllion of which 86% was funded through the
Medi cai d speci al disproportionate share paynents. The cost of
i ndi gent care for Fiscal Year 2003 is estinmated to be $52.9
mllion, of which 77% wi || be funded through the Medicaid
speci al di sproportionate share paynents.

Bad debt charges totaling $17.5 million for the first half
of Fiscal Year 2003 have been witten off. During this sane
period, $5.5 million was recovered through suits, collection
agencies, and Virginia refund set-off.



OPERATI ONS

For the first six nonths of Fiscal Year 2003, |abor
expenses were 2.2 percent (210 FTEs) bel ow budget, and 3.6
percent (269 FTEs) bel ow the expenses for the first six nonths
of Fiscal Year 2002. On a volune-adjusted basis, |abor dollars
were 1.8 percent bel ow budget. The cost of the travel er
(contract) health care professionals was $1.3 mllion for the
first six nonths of Fiscal Year 2003 versus $4.5 million in the
first six nonths of Fiscal Year 2002. Wile significantly bel ow
prior year, travel er expenses are $400 thousand over budget for
this Fiscal Year, nostly because of unanticipated use of
contract | abor by Radiology. The Medical Center has adopted a
nunber of processes and standards to manage expenses nore
efficiently, and we believe their effectiveness was shown in the
financial performance for the first six nonths of Fiscal Year
2003.

The Medical Center is experiencing increases in costs from
t echnol ogy advances such as drug-eluting stents for cardiol ogy
patients. This is a trend that is likely to continue. Mst of
our managed care contracts include provisions for price
increases related to technol ogy changes. However, Medicare and
Medi cai d paynent netrics have al ways been sl ow to recogni ze such
changes.

We have been advised that health care costs to the Medi cal
Center for Medical Center enployees will increase approximately
25 percent effective January 1, 2003. This is a nationw de
trend, but it represents an unantici pated increase in expense to
the Medical Center. We will consider some changes to our
enpl oyee health benefit programto help mtigate the inpact of
the increased costs.



Uni versity of Virginia Medical

Cent er
I ncone St at enent
(Dollars in MIIions)

Most Recent Three Fiscal Years Budget / Tar get
Descri ption Dec FYO1 Dec FYO02 Dec FYO03 Dec FY03

Net patient revenue $263. 7 $286. 1 $306. 3 $296. 9
O her revenue 4.2 6.4 7.0 5.5
Total operating revenue $267. 9 $292. 5 $313.3 $302. 4
Operating expenses 239.1 271.8 272.9 271.1
Depreci ati on 16.0 17.1 17. 4 19.3
Interest expense 2.4 2.3 2.2 2.4
Total operating expenses $257.5 $291.2 $292.5 $292.8
Qperating incone (loss) $10. 4 $1.3 $20. 8 $9.6
Non- oper ating i ncome (| oss) $3.7 ($7.0) $4.9 $5.2
Net income (I oss) $14.1 ($5.7) $25.7 $14.8
Princi pal paynent $2.1 $2.2 $2.3 $2.3
Note: Net patient revenue includes the followi ng non-recurring itens:

- FYO3 includes $2.5 mllion net
- FY02 includes $1.4 nillion net

i mpact of services rendered in FY02.
i mpact for 1993 and 1995 Medi care DSH settl enents




University of Virginia Medical Center

Bal ance Sheet
(Dollars in MIIlions)

Mbst Recent Three Fiscal Years
Descri ption Dec FYO01 Dec FY02 Dec FY03

Asset s
Qperating cash and investnents $56. 8 $32.6 $65. 8
Pati ent accounts receivabl es 84.2 81.2 76.6
Property, plant and equi pnent 225.3 230. 4 242. 6
Depreci ation reserve investnents 172.2 184.1 207. 3
Ot her assets 18.9 37.8 18.8

Total Assets $557. 4 $566. 1 $611.1
Liabilities
Current portion |long-term debt $4.0 $4.2 $4.5
Accounts payable & other liab 39.2 42.9 51.6
Long-t erm debt 93.2 88.7 87.9
Accrued | eave and other LT liab 13.1 17.2 17.5

Total Liabilities $149.5 $153.0 $161.5
Fund Bal ance $407. 9 $413.1 $449. 6

Total Liabilities & Fund Bal ance $557. 4 $566. 1 $611.1




Uni versity of Virginia Medical Center

Fi nanci al Ratios

Mbst Recent Three Fiscal Years Budget / Tar get
Descri ption Dec FY01 Dec FY02 Dec FYO03 Dec FY03
Operating margin (% 3. 9% 0. 4% 6. 6% 3. 29
Total margin (% 5.2% -2.0% 8.1% 4. 89
Current ratio (x) 3.3 2.4 2.5 4.0
Days cash on hand (days) 178.7 149. 4 186.8 190.0
Gross accounts recei vabl e (days) 84.3 73.6 68.4 60.0
Aver age paynent period (days) 32.9 31.6 37.5 30.6
Annual debt service coverage (x) 7.2 3.0 10.1 7.8
Debt-to-capitalization (% 18. 6% 17. 7% 16. 4% 20. 09
Capi tal expense (% 7.1% 6. 7% 6. 7% 7. 49




Uni versity of Virginia Medical
Qperating Statistics

Cent er

Mbst Recent Three Fiscal Years Budget / Tar get
Descri ption Dec FYO1 Dec FY02 Dec FYO03 Dec FY03

Admi ssi ons 13,728 13, 363 13, 413 13,770
Pati ent days 75, 489 74, 685 75, 527 77,657
SS/ PP Patients 3, 005 3,792 4,020 3,029
Average |l ength of stay 5.6 5.6 5.7 5.6
Clinic visits 247,926 258, 354 264, 737 273,730
ER visits 27, 815 29,112 28, 960 28, 828
Medi care case mi x i ndex 1.9093 1.8851 1. 8988 1. 9362
Net Revenue by Payor

Medi care % 37.5% 38. 9% 36. 0% 36. 09

Medi caid % 14. 4% 13. 1% 12. 3% 11. 79

Managed care % 7.0% 6. 3% 6. 0% 6. 19

Commercial % 9.3% 9.5% 10. 6% 9. 89

Q her 31.8% 32.1% 35. 1% 36. 49
Tot al 100% 100% 100% 1009
FTE' s 4, 809 5,273 5, 004 5,214




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 - December 31, 2002

OPERATING STATISTICAL MEASURES - December 2002

ADMISSIONS and CASE MIX - Year to Date

OTHER INSTITUTIONAL MEASURES - Year to Date

FY 02 FY 03 % Change FY 02 FY 03 % Change
ADMISSIONS: ACUTE INPATIENTS:
Surgical 4,786 5,154 7.7% Inpatient Days 74,685 75,527 1.1%
Medical 5,705 5,413 (5.1%) Average Length of Stay 5.6 5.7 1.8%
Transplant 85 68 (20.0%) Average Daily Census 406 410 1.0%
Obstetrics 724 727 0.4% Births 654 688 5.2%
Pediatrics 1,097 1,103 0.5%
Psychiatric 966 948 (1.9%) OUTPATIENTS:
Subtotal Acute 13,363 13,413 0.4% Clinic Visits 258,354 264,737 2.5%
Average Daily Visits 2,300 2,340 1.7%
Short Stay 3,792 4,020 6.0% Emergency Room Visits 29,112 28,960 (0.5%)
Total Admissions 17,155 17,433 1.6%
SURGICAL CASES
CASE MIX INDEX: Inpatient 6,177 6,326 2.4%
All Acute Inpatients 1.6870 1.7381 3.0% Outpatient 1,334 1,223 (8.3%)
Medicare Inpatients 1.8851 1.8988 0.7% Total 7,511 7,549 0.5%
OPERATING FINANCIAL MEASURES - December 2002
REVENUES and EXPENSES - Year to Date ] | OTHER INSTITUTIONAL MEASURES - Year to Date
EY 02 FY 03 % Change EY 02 FY 03 % Change
NET REVENUES: NET REVENUE BY PAYOR:
Total Patient Rev. 268,503,061 288,691,600 7.5% Medicare 104,366,766 103,959,570 (0.4%)
Appropriations 17,560,170 17,560,170 0.0% Medicaid 35,290,828 35,481,821 0.5%
Misc Revenue 6,431,000 7,004,662 8.9% Managed Care 17,019,728 17,297,762 1.6%
Total 292,494,230 313,256,431 71% Commercial Insurance 25,514,404 30,692,716 20.3%
Blue Cross 37,798,674 45,677,278 20.8%
Southern Health 12,006,543 14,063,370 17.1%
EXPENSES: Tricare CHAMPUS 2,565,800 3,939,125 53.5%
Salaries and Wages 138,610,994 133,617,351 (3.6%) Continuum 2,274,880 2,670,215 17.4%
Supplies and Contracts 74,826,081 82,127,228 9.8% Other 31,665,438 34,909,743 10.2%
Purchased Services 49,069,368 45,436,098 (7.4%) Total Paying Patient Rev. 268,503,061 288,691,600 7.5%
Bad Debts 9,304,439 11,678,249 25.5%
Depreciation 17,069,733 17,351,498 1.7% Managed Care 17,019,728 17,297,762 1.6%
Interest Expense 2,330,294 2,247,815 (3.5%) Non-Managed Care 251,483,333 271,393,838 7.9%
Total 291,210,909 292,458,239 0.4% Total Paying Patient Rev. 268,503,061 288,691,600 7.5%
Operating Margin 1,283,321 20,798,192 1520.7%
Operating Margin % 0.4% 6.6% 1413.2% OTHER:
Non-Operating Revenue (6,996,734) 4,903,337 (170.1%) Collection % of Gross Billings 73.08% 65.47% (10.4%)
Days of Revenue in Receivables (Gross) 71.6 70.5 (1.5%)
Net Income (5,713,413) 25,701,529 (549.8%) Cost per CMI & OP-Adj Discharge 7,085 6,856 (3.2%)
Cost per CMI & OP-Adj Day 1,268 1,218 (4.0%)
Cost per Outpatient Visit 68.10 70.98 4.2%
Total F.T.E.'s 5,273 5,004 (5.1%)
F.T.E.'s Per Adjusted Occupied Bed 7.96 7.28 (8.5%)



0T

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 - December 31, 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 March 13, 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.

11



The University of Virginia Medical
Projects Report

Scope

Capi t al

Fundi ng

Budget Sour ce

ATTACHVENT

Cent er

BOV

Dat e

Appr oval

Proj ect ed
Conpl eti on
Dat e

PRE- CONSTRUCTI ON

Cancer Center-

| nfusion Center -
expand exi sting
out pati ent cancer
center clinic and
i nfusion center.

$1.25 M Bonds

Jan

02

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

Sout h Gar age
Expansi on — provide
419 addi ti onal

par ki ng spaces to
repl ace those | ost
by constructi on,
potential |oss of a
| eased | ot and for
reserved parking
expansi on.

$8.5 M Bonds

' 00

May ' 04

UNDER CONSTRUCTI ON

Hospi tal Expansion
Proj ect-hori zont al
expansi on of

Uni versity Hospital
and renovati on of
entire second fl oor
t o accommodat e
conpl ete rebuil ding
and expansi on of the
Perioperative

Servi ces and Heart
Center. Additional
renovati ons and
expansi on for

| nt erventi onal
Radi ol ogy and
Clinical Laboratory

Bonds @
$54 M
$58 M Hospi t al
Oper at i ng
Revenues
@%4 M

Mar ch
'99

Sept ' 05
(Dec '05 -
revi sed)

12




Breast Care

Cent er-renovat e
7,200 sq. ft. for
a new Breast Care

April' 03

Cent er that $1.4 M Bonds Gt " 00 (May ' 03-revi sed)
conbi nes breast

i mgi ng and breast

cancer therapy

Critical Care Unit

Expansi on - Medi ca

addi tional 9 beds Cent er Narch ' 03

to the MCU, TCV- $3.25 M Annual Cct ' 00 (Dec ' 03-revi sed)
PO and STICU in Capi t al

Uni versity Budget

Hospi t al

Clinical Ofice

Bui l ding —

Font ai ne — provide

space for June ' 03
addi ti onal i maging (shell, imging &
and cl!nlcal care, $16.75 M Bonds Jan ' 02 Endocri nol ogy)

i ncl udi ng

consol i dati on of
t he Endocri nol ogy
Clinic and

O ol aryngol ogy
Cinic.

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 March 13, 2003

COWM TTEE: Medi cal Center Operating Board

AGENDA | TEM I1.A. Cdinical Staff President’s Remarks
ACTI ON REQUI RED: None

DI SCUSSI ON:  The President of the Cinical Staff of the Medical

Center will informthe Medical Center Operating Board of recent
events regarding the dinical Staff, of which the Medical Center
Operating Board should be made aware, but which do not require

formal action.

14



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

BOARD MEETI NG March 13, 2003

COWM TTEE: Medi cal Center Operating Board
AGENDA | TEM I1.B. Access Mni Gants

ACTI ON REQUI RED: None

BACKGROUND: The Medi cal Center and the School of Medicine are
funding certain mni grants for clinical faculty to be used to
i nprove clinical access.

DI SCUSSION:  Dr. Jonathon D. Truwit, Associate Dean for dinica
Affairs, will report on the 12 awarded mni grants designed to

i mprove clinical access to the Medical Center and its clinics.
The Medical Center and the School of Medicine are jointly funding
the access mni grants for a total cost of $510, 000.
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