UNIVERSITY OF ARKANSAS FOR MEDICAL SCIENCES
Executive Summary of Larger Variances
All Funds except Agency Funds
For the Six Months Ended December 31, 2013

Overview:

UAMS experienced an operating loss of $27.8 million in the first six months of fiscal
2014. As discussed in this report for the first quarter, UAMS is incurring expenses related
to contracts that will be reimbursed by various customers. Virtually all of those contracts
have been executed and invoices are currently being issued. However, College of
Medicine revenue is still down approximately $4 million in unbilled contracts, which is
expected to be billed and collected in the last half of fiscal 2014. Another $5 million of the
loss is related to net patient service revenue resulting from unbilled charges due to the
ramp up of the new Epic software, with the most affected departments being: Kids First,
Pediatrics, Internal Medicine, Orthopedics, Neurosurgery, and Surgery. UAMS is
beginning to see increased clinical production due to new physicians who have arnved
subsequent to July 1, 2013, UAMS expects to recover most, if not all, of the net patient
service revenue before fiscal year end.

UAMS has started incurring expenses from the new Epic clinical software system which
cannot be capitalized, will be paid for from reserves as provided by the Board resolution
and are reflected as operating expenses in the current fiscal year. These expenses
accounted for $1.1 million of the current period loss. The divisions experiencing the larger
losses were: College of Medicine ($12.7 million), Myeloma Institute ($3.6 million), and
Hospital ($1.6 million). The balance of the loss was primarily related to unfunded building
depreciation at the campus level, some of which is expected to be covered by non-
operating revenue such as capital gifts and grants.

Revenue variances:

1. Net patient services — Actual vs. Budget, $7.8 million (1.9%} under budget:

This variance is primarily composed of these unfavorable variances -

e $2.7 million in the College of Medicine — This is due mainly to Faculty Group
Practice billing delays related to the Epic software implementation and
physician turnover experienced in the first quarter.

e $2.5 million in the Hospital — This is the result of a 2.4% negative variance in
budgeted adult discharges.

s $783,000 in Regional Programs — This resulted from lower patient volumes.

» $680,000 in Radiation Oncology — This is also due to billing delays related to
the Epic software implementation noted above.

2. Net patient services — Actual vs. Prior Year, $4.0 million (1.0%) more than prior
period:
Favorable variances from the prior period were noted in both the Coliege of
Medicine and the Hospital, where revenues increased by 2.3% and 1.4%,
respectively. The College of Medicine increase is due to continued growth in
clinical production, which started in the later part of the first quarter, and is
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attributed to the hiring of new physicians. The Hospital’s increase results from the
combination of increased third party payor rates, which went into effect in July,
increased discharges and higher acuity cases in the last two months of the current
period.

Meaningful use — Actual vs. Prior Year, $2.0 million (66.8%) less than prior
period:

This variance is a function of the timing of meeting the thresholds required to
qualify for this financial incentive to meaningf{ully use electronic health records
technology. The majority of such revenue for this fiscal year is expected in the
later half the year.

Federal grants and contracts — Actual vs. Budget, $12.5 million (30.3%) over
budget:

This favorable variance is due primarily to the completion of activity on the
College of Medicine BTOP grant, which was originally scheduled to be completed
by the end of fiscal 2013. The three month extension on the BTOP grant was
completed during the first quarter of fiscal 2014, resulling in the receipt of the f{inal
grant funding of $16.7 million,

Federal grants and contracts - Actual vs. Prior Year, $2.6 million (5.2%) more than
prior period:

This favorable variance is primarily due to the increase in BTOP funds noted
above, partially offset by a 9% decrease between the two quarters in Federal grants
not related to the BTOP grant.

Other operating revenue — Actual vs. Prior Year, $9.1 million (12.0%) less than
prior period:

This decrease is due primarily to the nonrecurting recognition in the prior period of
$13.5 million in IRS refunds of employer FICA taxes paid on medical residents in

1996-1999.

Expense variances:

I.

Compensation and benefits — Actual vs. Budget, $6.0 million (1.4%) under budget:
The largest components of this overall favorable variance are:

¢ College of Medicine - $6.4 million

¢ Regional Programs - $2.0 million

e Psychiatric Research Institute - $1.3 million

The Hospital had an unfavorable variance of $2.4 million due to higher staffing
levels resulting from a higher than budgeted adult length of stay.

Compensation and benefits — Actual vs. Prior Year, $19.1 million (4.7%) more than

prior period:
This increase from the prior period is due primarily to increases in Hospital staffing
and College of Medicine clinical programs totaling $5.0 million and $6.8 million,

respectively.
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3. Supplies and services - Actual vs. Budget, $10.1 million (5.1%) over budget:
This unfavorable variance is fargely atiributable to $15.8 million in expenses
during the first quarter associated with the completion of the BTOP grant, as noted
in #4 in the Revenue variance section above, The Hospital experienced a favorable
variance of $1.2 million. The College of Medicine experienced a favorable
variance, excluding BTOP related expenses, of $1.6 million.

4, Supplies and services — Actual vs. Prior Year, $10.2 mi_llion {5.29%) more than

prior period:
This increase from the prior year is dominated by the increased activity in the
BTOP grant noted previously, which resulted in $8.2 million more in expenses this

period compared to the same period last ycar.
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Assels

Cash & cash equivalents

Investments

Fund held in trust by others
Patient accounts receivable

Other receivables
Noles receivable
inventories

Prepaid expenses

Land, buildings and equipiment

Total assets

Liabilities

Accounts payable and accrued expenses
Deferred revenues and deposits

Fund held in trust for others
Compensated absences payable
Estimated third-party payor settlements
Other Post Employment Benefits

Deposits

Total liabilities

Fund Balances
Unrestricted
Restricted

Total fund balances

Total liabilities and fund balances

Balance Sheet

December 31, 2013

University of Arkansas for Medical Seiences

Current Funds

Unrestricted Restricted Total
3 104,783,230 b 9,932,548 114,715,778
22,073,101 2,092,742 24,165,843
- 660,822 660,822
127,219,111 - 127,219,111
64,528,575 21,086,205 85,614,781
3,533 - 3,533
19,663,449 - 19,663,449
5,044,971 38,249 5,083,219
1,647,290 15,276 1,662,566

3 344,963,260

$ 33,825,842

378,789,102

$ 96,773,761 $ 5,931,226 102,704,988
3,012,021 12,758,169 15,770,190
48,381,656 - 48,381,656
23,121,744 - 23,121,744
26,345,234 - 26,345,234
163,895 1,232 165,127
197,798,310 18,690,627 216,488,937
147,164,949 ; 147,164,949

- 15,135,215 £5,135215

147,164,949 15,135,215 162,300,165

$ 344,963,260

$ 33,825,842

378,789,102




UNIVERSITY OF ARKANSAS FOR MEDICAL SCIENCES

FINANCIAL HIGHLIGHTS
December 31, 2013

Cash & Investments
Unrestricted Current Funds
Restricted Current Funds
l.oan Funds
Endowment Funds
Plant Funds
Agency Funds

Short Term Indebtedness
Long Term Indebtedness
REVENUES & EXPENDITURES

E & G Unrestricted
Revenues
Expenditures
Excess Revenue over Expenditures

Patient Care
Revenues
Expenditures
Excess Revenue over Expenditures

Auxiliary Enterprises
Revenues
Expenditures
Excess Revenue over Expenditures

FALL TERM

Student Enroliment (11 day headcount)

% Change over Prior Year

Student Enroliment {11 day FTE count)

% Change over Prior Year
Housing Occupancy
% Change over Prior Year

126,856,331
12,686,112
4,626,970
44,432,499
15,911,708
289,500

195,639,657

374,471,153

93,344,517
91,357,464

1,987,064

480,096,280
493,036,213

(12,939,933)

3,544,602
2,812,817

731,785

2,867
2.06%

2,612
1.63%

164
-0.61%



