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HOSPI TALS:  PATI ENT ACTI VI TY AND FI NANCI AL PROJECTI ONS
( MODELI NG)

| NTRODUCT| ON

Dramati c changes in health care delivery and rei nbursenent
policies require that hospital managenent function
effectively in a conpetitive market. These changes have

i ncreased the need to devel op ways to assi st hospital
managenent to test alternatives and sel ect the one nost
suited for current and future needs. To neet these needs, a
hospital forecasting nodel is used to assist in |ong-range
financial planning and the assessnment of current financial
status of both capital and operating resources.

Forecasting nodel s can be broadly defined as systens (nmanual
or automated) that use mathematical representations to
predict future performance. They are generally conposed of
financial and statistical information to allow anal ysis of
productivity and resource use. Forecasting nodels are
particularly suited to conputerization because they require
the processing of |arge anmounts of information nost of which
woul d be inmpractical to process manually. Conputerized
nodel i ng systens also allow the user to quickly sinulate the
out cone of various alternatives. They are often
interactive, time-sharing systens that allow the user to see
the results of various changes wthin a short period of

tine.

One goal of the UC hospital forecasting nodel is to assure
that a conparabl e nmet hodol ogy is used by each hospital in
determ ning projections and that projections follow a

consi stent set of Universityw de assunptions. The primary
pur pose of using a nodel is to develop, test, and present
alternative financial results for a variety of operating and
financial environnents in a consistent and neani ngful way.

The purpose of this Accounting Manual chapter is to explain
the process, capabilities, uses, reporting requirenents,
control process, and mai ntenance (i.e., changes or
enhancenents) of the UC hospital forecasting nodel.

MODEL FEATURES

The University's teaching hospitals utilize a conputerized
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nmodel to sinulate patient statistics, costs, and revenues in
a very detail ed fashion under variable assunptions and
changi ng rei nbursenent prograns. The following are a few
features of the nodel

a) a significant tool in the planning for future
operations because it all ows managenent to eval uate the
financial inpact of certain alternative courses of
action and thereby | ead to managenent deci sions that
directly affect the level of future expenditures.

b) can provide patient and financial data for up to 13
years including 3 years of actual and 10 year of
proj ect ed dat a.

c) provi des consistent reporting of data elenents (i.e., a
consi stent definition of ternms are used).

d) allows for flexibility to neet the broad range of
i ndi vi dual hospital needs, particularly for
rei mbur senent .

e) permts a hospital to change individual or nultiple
vari ables for different scenari os.

f) provi des summary and detail ed reports of the
assunptions and statistics used.

g) provi des year-end financial statenments (Inconme
St at enent and Bal ance Sheet) for each year.

h) provides profit and | oss statenent by sponsors.

USE OF THE MODEL PRQIECTI ONS

Al t hough the nodel can be used at any tinme by each hospital
for its own purpose, there are scheduled tines that
projections of annual data are required at the Ofice of the
President (OP). Each hospital can run the nodel for its own
purpose (e.g., internal budgeting, feasibility studies, the
i npact of a third-party payor contract, etc.). Model runs
are required by the Ofice of the President for projections
included in the six nonthly presentations of the Hospital
Activity and Financial Status Report to The Regents (pages:
6, Assunption Hi ghlights, and 7, Full Year Oiginal Budget
and Managenents' Current Projection for the Full Year) and
for preparation of the annual Regents' Budget request, in
conjunction with the Governor's Budget, and as part of the
Uni versity's annual budget negotiating process. The nodel
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is used for preparing both the Oiginal Budget and Current
Projection for the Full Year presented in the Monthly
Statenent of Operation. Also, the nodel is run for special
projects requested by the hospital directors or by the
Ofice of the President, e.g., the Debt Capacity Report.
Al'l nodel runs use consistent data definitions for
conparabl e and reliable historical and projected data.

PROCEDURES, REPORTS, AND SCHEDULI NG OF PRQAJECTI ONS

A PROCEDURES

There are two nmj or categories of assunptions used for
each nodel run. These are the Universityw de
assunptions and the | ocal hospital assunptions. The
Uni versityw de assunptions, which are comon to al
hospitals, are devel oped by the OP Budget Ofice and
coordinated within the OP and anong the teaching
hospitals. |Input for the assunptions is often provided
by the California Association of Hospitals and Health
Systens and the Association of Anmerican Mdi cal
Col | eges.

I f Universitywi de and | ocal assunptions for a
particul ar nodel run will not have a significant inpact
on the projections fromthe previous nodel run, a
hospital may elect to utilize the previous nodel run as
the current projections.

B. REPORTS

The primary report required by the OP from each nodel
run is the OP Budget Ofice's Table 2-A i.e., the
Teachi ng Hospital's Operating Budget Statistics (see
Appendi x I) and the Analysis of the Teaching Hospital's
Reserve and other Capital |nprovenent Funds (see
Appendix I-A). Table 2-Ainformation is used by the OP
Budget O fice and by the OP O fice of Hospital
Accounting for internal and external reporting
purposes. Oher information provided fromTable 2-Ais
used to conplete the Debt Capacity Report, which is
prepared by the OP O fice of Business Anal ysis.
Appendi x I'l is a Supplenental Schedule which is to be
prepared as part of the nodel run each tinme the Debt
Capacity Report is prepared. The projections also are
used to determne the viability of individual capital

PROCEDURES. REPORTS. AND SCHEDULI NG OF PRQJECTI ONS ( Cont . )
B. REPORTS (Cont.)
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projects and for the University's Debt Capacity Report.
Anot her report required with each nodel run is a List
of Assunptions (see Appendix I11). The List of
Assunptions is used to assure consistency of
application of the Universityw de assunptions and to
review t he reasonabl eness of the | ocal hospital
assunptions. OP may request special reports fromthe
runs of the nodel. The definition of terns used to
prepare the pro-forma Incone Statenent and the Bal ance
Sheet fromthe nodel are found in Accounting Mnual
chapter H 576-67, Hospitals: Reporting Requirenents.

C. SCHEDULI NG

The schedul e for the six standard nodel runs per fiscal
year is prepared by the O°P Ofice of Information
Systens and Admi nistrative Services (lIS&AS) and
coordinated with the OP Budget O fice and the OP Ofice
of Hospital Accounting. The schedul e assigns a case
nunber for each nodel run, a sign-off date for the

Uni versityw de assunptions to be provided the hospitals
by the OP, a due date of the nodel projections to be
received at the Ofice of the President, the fiscal
years covered by the nodel run, the purpose of the
nodel run, the nmailing date to The Regents of sone of
the projections provided, and the date of The Regents
meet i ng.

The schedul e of nodel runs is prepared annually by the
Associ ate Vice President--1S&AS and distributed
annually to the hospitals and interested OP staff in
June. The 1992-1993 schedule is presented Appendi x IV.

V. MAI NTENANCE COF THE MODEL

Procedures for adding, deleting or changing data el enents
and data definitions will be established by the Associate
Vi ce President--1S&AS and the Hospital Finance Directors or
their designees. Requests for any changes fromthe
hospitals or the Ofice of the President shall be sent to
the Associate Vice President--1S&AS. All nodifications and
upgrades of the nodel, including changes to the data

el enents shall be presented to the Hospital Data Forecasting
Wor kgr oup (Model Workgroup) for a recommendation to the
Hospital Financial Management Committee which has the final
say. The Model Workgroup will be chaired by the Associ ate
Vi ce President--1S&AS or designee and consi st of one nenber
fromI| S&AS, the OP Budget O fice, Ofice of the Vice
President--Health Affairs and O fice of Hospital Accounting
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inthe Ofice of the President. Each hospital will be
represented by the Hospital Finance Director or his/her
desi gnee on the Wrkgroup. The Hospital Finance D rector,
acting as chairperson of the Hospital Finance Managenent
Comm ttee, should serve on the Mdel Workgroup.

The Model Workgroup should neet as needed but no | ess than
twce a year to review requests for nodifications, upgrades,
or changes to the data el enents. The Mdel Wbrkgroup
determ nes the appropriate definition of all new data

el ements. The chairperson and the Wrkgroup report to the
Hospital Financial Management Committee in order to keep the
hospital directors informed or to seek advice fromthe

di rectors, when needed.

QUALI TY CONTROL

In order to assure the Ofice of the President that the
integrity of the nodel is being maintained and that
procedures established in this Accounting Manual chapter are
being conplied with, an audit should be perfornmed by the
University's internal auditors. The auditors should perform
a conpliance audit annually to verify that the UC hospitals
are all using the sane version of the Mdel. Further, the
audit shoul d determ ne whether the hospitals and the Ofice
of the President are follow ng the procedures established in
this Accounting Manual chapter. The audit reports are to be
submtted to the Senior Vice President--Admnistration, the
Hospital Finance Directors, and the Associate Vice
President--1S&AS. The Associated Vice President--1S&AS is
responsi ble for distributing the reports to the Model

Wor kgroup. Follow ng instructions fromthe Hospital Finance
Directors, the Model Wrkgroup will be responsible for
submtting a witten response to the audit comments. A
draft of the witten response shall be reviewed by the
Hospital Finance Directors before being sent by the Mdel

Wor kgroup to the Associate Vice President--1S&AS, who in
turn will send copies to the Senior Vice President--

Adm ni stration, the auditors, and the Hospital Fi nance

Di rectors.

Hi storical note: Oiginal Accounting Manual chapter published
12/ 1/92; anal yst--John Turek.
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APPENDI X |: TEACHI NG HOSPI TAL' S OPERATI NG BUDGET STATI STI CS

UNIVERSITY OF CALIFORNIA
Teachi ng Hospitals
Operating Budget Statistics
Canpus

1993- 94 1994- 95 1995- 96
Act ual Proj ected Proj ected

PROGRAM STATI STI CS
Inpatient Utilization:
Li censed Bed Capacity
Average Avail abl e Bed Capacity
Per cent age of Bed Cccupancy
Adni ssi ons
Length of Stay
Nunmber of Days of Care:
Adul t Days:
Medi car e
Medi - Cal
County
Private |nsurance
Contr act
Non- Sponsor ed
Total Adult Days

Newbor n Days
Qut patient:
Clinic Visits:
Hospital Cinic
O her Cinics (Specify)
Total Cinic Visits
Energency Visits
Total Visits
FTE Staff (Excluding House Staff)

FI NANCI AL STATI STI CS (000" S)
Summary of Revenue & Expense:
Gross Patient Revenue $ $ $
Deducti ons from Revenue:
Contractual & Admin. Allowances:
Medi car e
Medi - Cal
County
Private |nsurance
Cont ract
SB 855 Funds ( ) ( ) ( )
Adm n. Al |l owances
Total Contractual & Admin. Allowances
Provi sion for Uncoll ectibles
Teachi ng Al | owances
Total Revenue Deducti ons
Net Patient Revenue

O her Operating Revenue:
Clinical Teaching Support
County Tobacco Tax Funds
Ct her

Total Other Operating Revenue

Total Operating Revenue

Operati ng Expense

Net Operating Gain (Loss)
Non- Oper ating | ncone
Prior Year Adjustments
Prior Year SB 855 Funds
Net Gain (Loss) $ $ $
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APPENDI X |- A:

ANALYSI S OF HOSPI TAL RESERVE AND OTHER CAPI TAL

u

Anal ysi s of Hospital

BEG NNI NG BALANCE 7/1
SOURCES OF FUNDS:

Current Year Gain (Loss)
Depr eci ati on(Bui | di ng)
Depr eci ati on( Equi prent)
O her (Specify)

TOTAL SOURCES OF FUNDS

APPL| CATI ON OF FUNDS:

Facilities:

Maj or Capita

I nprovenents: (list

by project or attach
list; separate into

approved and pl anned
proj ects)

M nor Capital
| mprovenent s

Total Facilities Expenditures

| MPROVEMENTS FUNDS

NIVERSITY OF CALIFORNIA

Teachi ng Hospitals
Reserve and Qther Capital |nprovenent Funds
Canpus

(dol lars in thousands)

1993-94 1994-95 1995-96 1996-97 1997-98

Act ual

Projct'd Projct'd Projct'd Projct'd

Equi pnent :
Repl acenent

Addi tional
O her

Total Equi pnent Expenditures

Anortization of Loans:
(l'ist by I|oan)

Total Anortiz.of Loans

O her Expenditures:
(list)

Total O her Expenditures

TOTAL APPLI CATI ONS OF FUNDS

ENDI NG BALANCE 6/ 30

TL 58
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APPENDI X 11: SUPPLEMENTAL SCHEDULE FOR DEBT CAPACI TY REPORT

UNIVERSITY OF CALIFORNIA
Teachi ng Hospitals
Suppl ement al Schedul e for Debt Capacity Report

Canpus

Provide the followi ng anal ysis of operating expenses for
each fiscal year of the nodel run for the Debt Capacity Report:

Qper ati ng Expenses

Wor ki ng Capital |Interest
Interest on Capital

$
Leases/ I nstal | nent Purchases
I nterest on Debt
Depreci ati on
Al O her Expenses $
Total Operating Expenses $
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APPENDI X 111: HOSPI TAL PATI ENT ACTIVITY AND FI NANCI AL PRQJIECTI ONS SUMVARY OF LOCAL AND
SYSTEMAY DE ASSUMPTI ONS

UNIVERSITY OF CALIFORNIA
Teachi ng Hospitals
Medi cal Center

Hospital Patient Activity and Financial Projections
Sumrary of Local and Systemm de Assunptions
Case #

Fi scal Year:*

1. Patient Census:
In patient Days/Qutpatient Visits: Provide the percentage change (increase or decrease)
in patient volume fromthe prior year and the reasons why, e.g., added facilities or
prograns, changes in average |length of stay or case mx intensity.

Pati ent Sponsor M x: Specify reasons for changes fromthe prior year in sponsor mx in
inpatient days or outpatient visits.

2. Qper ati ng Expense:

List the main |l ocal and systemni de assunptions made in projecting change (increase or
decrease) in operating expenses including:

Sal ary Range | ncrease:

Repr esent ed: % staff; effective ;
% House Staff; effective
Non- Repr esent ed: % staff; effective
Salary Merit |ncrease: average % effective
Enpl oyee Benefits: % of sal aries; or

ot her nmethod (expl ain)

O her Expenses:

Interest: annual percentage rate on STIP Loan %
ot her | oans (specify) %
Mal practice I nsurance: annual anount $
O her Expenses: average %
3. OPERATI NG REVENUE:

List the main |l ocal and systemwi de assunptions made in projecting changes (increases or
decrease) in patient revenue fromthe prior year including:

Charges (rates): average % change; effective
Paynment rates for governnent-sponsored prograns:
Medi care: systemn de assunptions or other (specify)

Medi - Cal : % change in per diem effective

% change in outpatient rate; effective
County Prograns: % change and reason
Clinical Teaching Support: % change and reason
Tobacco Tax Funds: % change and reason
O her Patient Revenue: % change, source, and reason

*Either provide a separate narrative list for each fiscal year or indicate for each category,
e.g., patient census, operating expense, operating revenue, the assunptions used for that
category in each projected fiscal year.
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APPENDI X IIl: (Cont.)
4, Non- Qperating Incone, Prior Year Adjustnents, and G her:

I ndicate the source and anobunt of each item

5. O her Assunptions:

Li st other assunptions that inpact the projection of patient activity or financial statistics,
e.g., conpletion of and debt service on capital inprovenent projects.
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* APPENDI X |'V:  SCHEDULE OF REPORTI NG HOSPI TAL FI NANCI AL | NFORMATI ON
FI SCAL YEAR 1993- 1994
CASE OP/HOSPITALS FILE DUE PERIOD COVERED PURPOSE MATLING REGENTS
NUMBER SIGN-OFF AT OFFICE MEETING
ASSUMPTIONS OF
PRESIDENT
51 Aug. 6 Aug. 30 92-93 Proj ected 94-95 Regents' Budget Cct. 6 Cct. 14
(FRI) ( MON) Act ual ( ED) ( THURS)
93-94 Projection*
94-95 Projection*
52 Cct. 1 Cct. 25 92-93 Final ** 93-94 Hospital Nov. 5 Nov. 18-
(FRI) ( MON) 93-94 Projection* Fi nanci al Activity (FRI) 19
94-95 Projection* Report (Sept. 30**)
94-95 Covernor's
Budget
53 Dec. 3 Jan. 5 92-93 Act ual 93-94 Hospital Jan. 10 Jan. 20-
(FRI) (V\ED) 93-94 Projection* Fi nancial Activity MON. 21
94-95 Projection* Report (Nov. 30**)
94-95 Covernor's
Budget and
Legi sl ative Analyst's
Revi ew
54 Feb. 4 Feb. 28 92-93 Act ual 93-94 Hospital Mar. 7 Mar. 17-
(FRI) ( MON) 93-94 Projection* Fi nanci al Activity ( MON) 18
94-95 Projection* Report (Jan 31**)
Legi sl ati ve Hearings
on 94-95
Gover nor's Budget
55 Mar. 31 Apr. 25 92-93 Act ual 93-94 Hospital May 6 May 19-20
( THURS) ( MON) 93-94 Projection* Fi nancial Activity (FRI)
94-95 Projection* Report (Mar. 31**)
Legi sl ati ve Hearings
on 94-95
Gover nor's Budget
56 Jun. 3 Jun. 27 92-93 Act ual 93-94 Hospital Jul. 8 Jul . 14-
(FRI) ( MON) 93-94 Projection* Fi nancial Activity (FRI) 15
94-95 Projection* Report (May 31**)

*  Mbdel - generat ed projections.
** Year to date (YTD) actual financial data.

I nformati on Managenent

End.
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