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Minutes 
The University of Toledo Board of Trustees
Finance Committee Meeting
April 9, 2012
	Committee Chair William C. Koester was present along with Committee members Ms. Susan Palmer, Mr. John Perez, Ms. Sharon Speyer and Mr. Joseph H. Zerbey, IV.  Community Member Mr. William Horst and Faculty Representative Ms. Kathleen Fitzpatrick were in attendance.  Other Trustees who attended included Mr. Carroll L. Ashley, Dr. S. Amjad Hussain, Ms. Linda N. Mansour, Judge Richard B. McQuade, Jr. and Mr. Gary P. Thieman. Committee Administrative Liaisons Mr. David Dabney and Mr. Chuck Lehnert were present.  Others attending the meeting were Dr. Frank Calzonetti, Ms. Meghan Cunningham, Mr. David Cutri, Dr. Michael Dowd, Dr. Jeffrey Gold, Dr. Lloyd Jacobs, Dr. William McMillen, Dr. Nagi Naganathan, Mr. Pete Papadimos, Dr. Linda Rouillard, Dr. Scott Scarborough, Mr. Vern Snyder, Ms. Joan Stasa, Mr. Jon Strunk, and Mr. Kevin West.

	ATTENDANCE

	The meeting was called to order at 2:15 p.m. by Committee Chair Koester in the Driscoll Alumni Center Board Room on the Main Campus.

	CALL TO ORDER

	Mr. Koester requested a motion to waive the reading of the minutes from the February 13, 2012 Finance Committee meeting and accept them as written.  The motion was received by Trustee Zerbey, seconded by Trustee Palmer and approved by the Committee members.
	APPROVAL OF MINUTES



	Mr. Dabney, CFO and VP Finance, discussed an update to Resolution No. 12-01-01. He reported that it would be in the best interests of the University for the Board to consider approval of changing the fifth paragraph of the resolution as follows:  that The University of Toledo shall generally use competitive procurement methods for the purchase or lease of supplies and equipment when the annual expenditure from a single supplier is over $50,000 (previously $25,000) per year; or when the acquisition of services from a single provider is over $75,000 (previously $50,000).  Implications of this change will reduce the volume of transactions 30-45% a year.  Committee Chair Koester requested a motion to place the resolution on the Consent Agenda at the May 14 Board meeting.  Motion was received from Trustee Palmer, seconded by Trustee Zerbey and approved by the Finance Committee.  

	RESOLUTION
NO. 12-01-01


	Mr. Dabney provided the Committee with an update on the FY 2013 Budget Process and Assumptions.  He displayed the same slide used at the March 13 Board of Trustee meeting and updated the Committee of progress since that time.  All budget hearings have been completed with the exception of three, which are scheduled for next Monday.  As stated at the Board meeting last month, the Budget Hearings phase began with about a $16 million shortfall.  The Provost and the Chancellor communicated budget instructions to their Deans.  Included in those instructions was approval of some of the requests made in the Budget Discovery process.  The Deans were provided tools to use to evaluate their class enrollment to maximum class size, faculty workload, and course completion.  Many colleges reported at their Budget Hearings a reduction in the need for part-time faculty by reducing the number of courses or sections offered and increasing faculty workloads.  They reported on the review of course completion rates and where appropriate, their intent to develop methods to improve them.  The Budget Office provided the budget instructions to the administrative and student services units, along with approval of some of the requests that came up during the Budget Discovery phase.  At this point, a shortfall still exists and methods to address this issue will be developed in the coming weeks followed by instructions to some of the units on reallocation of dollars in the budget development tool.  As reflected in the chart, the intent remains to complete this process by April 24.  Mr. Dabney stated that it has been a good process this year to work together as a team to determine what reallocations need to take place in the budget development tool.  Basic budget assumptions are being made, however, with respect to an undergraduate tuition increase of 3-1/2% and 0-4% for the graduate and professional schools based on where the deans are with respect to their peers and the demand for their programs.  Increases in fees have been discouraged.

	FY 2013 BUDGET PROCESS UPDATE AND BUDGET ASSUMPTIONS


	Dr. Scott Scarborough, Sr. VP and UTMC Executive Director, presented the Committee with preliminary budget assumptions for UTMC FY 2013 Operating Budget.  He distributed an article from the August 5, 2011 Moody’s Investors Services Report entitled, “Hospital Revenues in Critical Condition; Downgrades May Follow.”  The article stated that not-for-profit hospital revenue growth is the lowest in two decades and there is a “negative outlook for the sector.”  
Dr. Scarborough reviewed the following areas from Moody’s Investors Service Article what challenges UTMC should expect to revenues for FY 2013:

· Medicare:  Despite an uptick in reimbursement rates for 2012, funding pressures and rate reductions are inevitable in coming years as Washington seeks to reduce the deficit and reign in Medicare costs.

· Medicaid:  Widespread rate reductions caused by federal budget reforms as well as funding pressure at the state level as lawmakers continue to grapple with budget challenges.

· Commercial Payers:  Lower rate increases as payers face financial challenges and increased regulations; ability to cost shift will abate.

· Patient Volumes:  Flat inpatient admissions while lower-paying 24 hour observation stays increase.

· Uncompensated Care:  Likely to increase given stubborn unemployment rate and employers discontinuance or reduction of health care benefits; over the longer term uncompensated care should decrease due to greater coverage under healthcare reform.

· New Disease Diagnosis Classifications (ICD-10):  Will likely disrupt revenues in 2013 unless management teams start preparing now.
· Fee-for-Service and Bundled Payment:  Simultaneous management of two very different reimbursement schemes will impede revenue management.

Dr. Scarborough displayed charts and graphs from various strategic advisors indicating these concerns. He also provided the following graphs with information from UTMC:

· Decline in admissions FY 2010 to February FY 2012

· Increase in charity care without Medicaid Pending Plus Bad Debt Expense FY 2010 to February FY  2012

Dr. Scarborough discussed Penalties/Rewards for “Meaningful Use” of EHRs and that hospitals will be held accountable for care in 2013 with the possibility of physicians being next. A statement taken from Healthcare Leaders CFO Forum indicates “Every hospital must take out 20% of its costs over the next three years or face going under.”  FY 2013 budget issues, preliminary budget assumptions, and next steps were also detailed for the Committee members.  

	PRELIMINARY BUDGET ASSUMTPIONS FOR UTMC


	The Committee received copies of the UT and UT Foundation Composite Performance Review, the UT Schedule of Asset and Style Allocation, and the UT Foundation Schedule of Asset and Style Allocation reports all for the period ending February 29, 2012.  Mr. Dabney briefly reviewed the reports and answered a few questions from the Committee members.

	INFORMATION ITEMS



	With no further business before the Committee, Chair Koester adjourned 
the meeting at 2:50 p.m.
	ADJOURNMENT
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