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OREGON HEALTH & SCIENCE UNIVERSITY 
BOARD OF DIRECTORS MEETING 

 
December 13, 2012 

1:00 – 2:30 p.m. 
School of Nursing, Rooms 358 & 364 

 
 

 
 

1:00 p.m.  Call to Order/ Chairman’s Comments  Charles Wilhoite  
 President’s Comments Joe Robertson  
  Approval of Minutes (Action) Charles Wilhoite 
  
 
1:15 p.m. Financial Results  - October, 2012 Lawrence Furnstahl 
  
.  
1:30 p.m. Board Committee Appointments (Action) Jay Waldron 
 
 
1:40 p.m. Presentation on “Center for Health John McConnell, Ph.D. 
 Systems Effectiveness”  
  
 
2:10 p.m. Other Business; Adjournment Charles Wilhoite  
  
 
  
 
  
 
 
 
 
 
 
 
 
   
   
 

Next meeting: Thursday, March 21, 2013 
School of Nursing, rooms 358/364, 1:00-3:00 











FY13 October Financial Results 
 
OHSU Board of Directors 
December 13, 2012 
 



Summary of FY13 October YTD Results 

o The FY13 budget targets $60 million in operating income, from a 5% margin in the 
hospital and balanced revenues and expenses in the rest of the university. 

o Actual earnings through October are $26 million, or $6.7 million above the budgeted 
pace for the first third of the year, and consistent with first quarter results. 

o The improvement against target results from stronger activity in the clinical enterprise:  
case mix and outpatient adjusted admissions are 5% above budget and 11% higher 
than last year, when we had a weak start to FY12.  Patient revenues are $17 million 
above budget. 

o Both revenue and expense from grants & gifts are running slower than budget, but with 
little net impact on the bottom line.  The pacing of these items fluctuates considerably 
from month to month, especially at the beginning of the year.  In addition, there is 
unusually high uncertainty in the near-term outlook for federal research funding, due to 
the “fiscal cliff.” 
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FY13 October Results (continued) 

o Compared to first 4 months of last year, total OHSU revenues are up 6%, outpacing 
expense growth of 5%. 

o Total headcount is up about 1% over the past 12 months, on higher patient activity and 
revenues, and is now at 14,100 faculty and staff—OHSU has created nearly 1,600 
jobs since the recession. 

o Consolidated net worth is up $40 million, reflecting the $26 million of operating income 
plus positive investment returns at both OHSU and the Foundation. 

o OHSU-held cash & investments, which were down in the first quarter, reversed in 
October, and are now up $45 million from June 30th. 

o Positive cash flow includes $34 million in payments from the IRS for the FICA tax 
settlement for residents (accrued last year), plus the impact of strong operating results 
and cash collections from clinical revenues.  These offset annual payment of most 
bond principal in July. 
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October Earnings at $26M ($6.7M > Budget) 
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October YTD FY12 FY13 FY13 Actual - Actual /
(millions) Actual Budget Actual Budget Last Year

Patient revenue $470.7 $486.6 $504.0 $17.4 7%
Grants & contracts 115.1 125.4 119.3 (6.1) 4%
Gifts 12.7 18.5 13.7 (4.8) 8%
Tuition & fees 16.7 18.9 20.2 1.3 21%
State appropriations 11.8 10.0 10.0 0.0 -15%
Other revenue 27.1 30.7 27.5 (3.2) 1%

_____ _____ _____ ____ ____
Operating revenues 654.1 690.1 694.7 4.6 6%

Salaries & benefits 387.0 411.3 408.6 (2.7) 6%
Services & supplies 204.4 212.5 212.3 (0.2) 4%
Depreciation 36.6 36.6 37.0 0.4 1%
Interest 11.9 10.5 10.9 0.4 -8%

_____ _____ _____ ____ ____
Operating expenses 639.9 670.9 668.8 (2.1) 5%

_____ _____ _____ ____ ____
Operating income $14.2 $19.2 $25.9 $6.7 82%

Operating margin 2.2% 2.8% 3.7%



Adjusted Admissions Up 11% Over Last Year 
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October YTD FY12 FY13 FY13 Actual / Actual /
Actual Budget Actual Budget Last Year

Admissions 9,951 10,152 10,335 2% 4%
Average length of stay 5.3 5.3 5.5 4% 4%
Average daily census 421 426 444 4% 5%

Surgical cases 9,782 9,956 10,230 3% 5%
Emergency visits 15,844 15,636 15,791 1% 0%
Ambulatory visits 238,019 258,511 258,080 0% 8%

Casemix index 1.83 1.88 1.93 3% 5%
Outpatient share 42.0% 42.6% 42.6% 0% 1%

CMI/OP adj. admissions 31,374 33,238 34,749 5% 11%



Headcount Up 1.3% Over Past 12 Months 
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Net Worth Up $40M with Positive Cash Flow 
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October Balance Sheet 6/30/12 10/31/12 YTD
(millions) Actual Actual Change

OHSU-held cash & investments $499 $544 $45
Bond & project funds 185 170 (15)
Quasi-endowment funds 83 84 1

_____ _____ _____ 
Total OHSU cash & investments 767 799 32

Interest in Foundations 665 670 5
Net physical plant 1,282 1,291 9
Long-term debt (801) (785) 16
Working capital & other, net 36 15 (21)

_____ _____ _____ 
OHSU net worth 1,949 1,989 40

% change 2%

Operating income 26
Investment return & other 9
Net gain (loss) at Foundations 5

_____ 
Total change in net worth $40

October Cash Flow FY13
(millions) Oct YTD

OHSU operating income $26
Depreciation 37
Investment return & other 9

____ 
Sources of cash 72

Capital spending (46)
Principal repayment (16)
Working capital & other, net 35 FICA settlement paid

____ 
Uses of cash (27)

____ 
Sources less uses $45



OHSU Series 2002A Bond Refinancing 

o In May, we refinanced $77 million of fixed rate debt for PV savings of $8.5 million.  
Another $153 million of 2002A bonds are callable in January, and we priced (or sold) 
the refinancing bonds (Series 2012E) on December 4th in New York. The transaction 
closes on December 20th. 

o When we reported to the Board on the refinancing plan in October, market rates 
indicated that we would save an additional $15.5 million in present value.  In fact, we 
secured $22.7 million in net savings, due to continued declines in tax-exempt interest 
rates post-election, and a very strong demand for OHSU’s unique credit in the market. 

o Gross savings from lower principal & interest payments over the remaining 20 year life 
of the bonds is $60 million, which is equal to $36.3 million in present value when 
discounted at 5%. 

o OHSU’s improved A1/A+/A+ credit rating allowed us to free up and apply $13.6 million 
in existing debt service reserve funds, which is part of this total.  Thus the net PV 
savings from lower interest rates equaled $22.7 million. 

o Together, the May and December bond issues saved OHSU over $31 million. 
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Tax-Exempt Rates At Historic Lows 
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Tax-Exempt Rates Down 1.14% Since January 
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o In May, OHSU (A+ rated revenue bonds) traded 100 bps 
above MMD index (AAA rated GO bonds) or 3.85% 

o In December, OHSU traded 65 bps above MMD or 2.76% 

o Of 1.09% improvement, 0.74% came from lower market 
rates, and 0.35% from better position of OHSU’s credit  

o Lower rates since May doubled expected PV savings from 
$11 million to $22 million 

 



Annual Debt Service Savings from Refunding 
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Fiscal Year Old Debt New Debt Annual Present Value PV
(000) Service Service Savings Factor Savings

FY13 $3,826 $0 $3,826 100% $3,820
FY14 7,651 5,963 1,688 104% 1,623
FY15 7,651 5,786 1,865 109% 1,708
FY16 7,651 5,786 1,865 115% 1,626
FY17 7,651 5,786 1,865 121% 1,548
FY18 7,651 5,786 1,865 127% 1,473
FY19 7,651 5,786 1,865 133% 1,402
FY20 7,651 5,786 1,865 140% 1,335
FY21 7,651 5,786 1,865 147% 1,270
FY22 7,651 5,786 1,865 154% 1,209
FY23 7,651 5,786 1,865 162% 1,151
FY24 12,014 8,216 3,798 169% 2,245
FY25 12,054 8,256 3,798 178% 2,138
FY26 11,797 7,997 3,800 187% 2,036
FY27 11,727 7,926 3,801 196% 1,940
FY28 11,575 7,773 3,801 206% 1,847
FY29 11,544 7,744 3,800 216% 1,758
FY30 29,034 25,236 3,797 227% 1,674
FY31 36,155 32,358 3,797 238% 1,594
FY32 36,114 32,313 3,800 250% 1,521
FY33 35,993 32,195 3,798 262% 1,448_______ _______ _______ _______ 
Total $288,344 $228,052 $60,292 $36,366

Release of old debt service reserve fund (13,580)_______ 
Net present value savings at 5% $22,786



Resolution 2012-12-10 
 

 
 
 

RESOLUTION 2012-12-10 
OREGON HEALTH & SCIENCE UNIVERSITY 

BOARD OF DIRECTORS 
 
 

WHEREAS, the Board wishes to identify and appoint Board members to serve on each 
of the Board Committees and on each of the Integrity Program Oversight Council, the 
Investment Committee and the University Health System Board. 

 
 NOW, THEREFORE, BE IT RESOLVED:  
 

 
1. Committee Appointments.  The following Board members shall be appointed to the 

following committees, to serve at the pleasure of the Board of Directors: 
 
Finance & Audit Committee 
Maria Pope (Chair) 
MardiLyn Saathoff 
Jay Waldron 
Charles Wilhoite 
 
Governance Committee 
MardiLyn Saathoff (Chair) 
Ken Allen 
Román Hernández  
Poorav Patel 
 
Human Resources Committee 
Román Hernández (Chair) 
Amy Tykeson   
Jay Waldron 
Charles Wilhoite 
 
Board Members Appointed to Integrity Program Oversight Council 
MardiLyn Saathoff (Chair) 
Ken Allen 
Poorav Patel 
 
Board Members Appointed to Investment Committee  
Maria Pope 
David Yaden 



Board Members Appointed to University Health System Board 
Joe Robertson 
Jay Waldron 
David Yaden 

This Resolution is adopted this 13th day of December, 2012. 

Yeas L 

Nays 0 

Signed by the Secretary of the Board on December 13, 2012. 

Board Secretary 

Resolution 2012-12-10 



Can Oregon Transform Health Care? 

John McConnell, PhD 
Center for Health Systems Effectiveness 

December 13, 2012 



Overview 
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• Oregon’s CCOs: how do they address cost? 
• Introduction to Center for Health Systems 

Effectiveness (CHSE) 
• CHSE and research on CCOs 

 
 



Oregon’s Long Term Budget 
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Tackling Health Care Costs – Major Drivers 

Driver Can it be confronted? 

Income Very hard 

Technological change Yes (caveats) 

Fee-for-service incentives Yes 

Fragmentation Yes 

Productivity differentials In the long run (caveats) 





Coordinated Care Organizations 

• Community-based 
• Governing boards that bring together payers, 

providers, consumers 
• Accountability through measures of health 

outcomes 
• Global budget 
• Integration of physical, behavioral and oral 

health 
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Oregon’s $1.95B Experiment 

• $1.95 Billion Investment over 5 years 
• Investment returned by end of 5 years 
• Savings to federal government over next 5 years -$6 billion 
• Agreement to lower medical trend by 2 percentage points 
• Agreement to improve population health 

 
• Nothing like this has been attempted in health care before! 
 



How do CCOs address the  
major cost challenges?  
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Key Tool #1 Global budget 
• NOT FFS 
• Fixed increase over time (2% less than medical trend), not  

historical trend 
• Flexibility in how dollars are spent 

– Innovative approaches to prevention, team-based care 
– Ambulance vs. air conditioner 

• Clear incentives to operate efficiently 
 

Key Tool #2: Integration of physical, mental, 
oral health 



Center for Health Systems Effectiveness 

Formed in 2011 with institutional investment 
 

1. Build a health services research platform 
2. Partner with OHSU Healthcare 
3. Develop capacity to analyze large databases 
4. Respond to State and regional demand for 

HSR and evaluation 
 

Question: How do we slow healthcare spending? 



New Grant Funding for CCOs 

• Recent awards 
– $2.26M NIH grant 
– $2.26M grant from Silver Foundation 

• Related efforts 
– State contract to assess “duals” 
– Robert Wood Johnson grant (State/Providence/PSU/OHSU 

collaboration) 
– Pending: NIDA grant (McCarty PI) to study addiction care 
 

 



Research Questions 
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• How do you get costs down?  
– Spending = PXQ 
– How much Q vs. How much P? 
– Managed care 1990s 
– Alternative Quality Contract experience 

• What about quality? 
• Integration of behavioral health at the primary care level 
• Spillovers to commercial market 

– Delivery system changes 
– Movement toward CCOs?  
– …Or away (bifurcation)? 

• Silver grant: expand health economics expertise 
 



  

Increasing 
availability of 

State data 
(APAC) 

National 
demand for 
what works 

New 
incentives of 

payment 
reform 

CHSE:  
Quantitative  
analyses  
of big datasets 

The Opportunity 



Thank you… 
 
…and questions? 
503.494.1989 
mcconnjo@ohsu.edu 
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OREGON 
HEALTH&SCIENCE 
UNIVERSITY 

RESOLUTION 2012-12-11 

OREGON HEALTH & SCIENCE UNIVERSITY 


BOARD OF DIRECTORS 


WHEREAS, the Board of Directors of Oregon Health & Science University 
wishes to recognize the service of Jon Yunker on the OHSU Board: 

NOW THEREFORE, BE IT RESOLVED, that Oregon Health & Science 
University expresses its sincere appreciation for the valuable service and 
dedication of Jon Yunker throughout his tenure on the OHSU Board of Directors, 
including his service as Chair of the Finance and Audit Committee and as a 
member of the Investment Committee of the Board, and for advancing OHSU's 
missions of teaching , healing, discovery and outreach. 

This Reso'lution is adopted this 13th day of December, 2012. 

Yeas 

oNays 

Signed by the Secretary of the Board on December 13, 2012. 

~k . a7-
Amy M. W yson 

Board Secretary 


Resolution 2012-12-11 
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