
OPTN/UNOS FINANCE COMMITTEE

SUMMARY

I. ORGAN AVAILABILITY ISSUES

Action Items for Board Consideration:

· None

II. PATIENT ACCESS ISSUES

Action Items for Board Consideration:

· None
III. OTHER ISSUES

Action Items for Board Consideration:

· The Board is asked to approve the OPTN 2005 Budget and Registration Fee.
(Item 1, Page 2)

· The Board is asked to approve the 2003 Audited Financial Statements for OPTN Operations for the Year Ended September 30, 2003.

(Item 2, Page 4)

Other Significant Items:

· OPTN Accounts Receivable Update

(Item 3, Page 4)

· OPTN Forecasted Operations Through September 30, 2004

(Item 4, Page 4)

Treasurer’s Report 

to the

OPTN/UNOS Board of Directors

Minneapolis, MN

June 24 – 25, 2004

Dean F. Kappel, MSW, Chairman

The OPTN/UNOS Finance Committee met on May 25, 2004 in Chicago, Illinois and discussed the following:

1).  2005 Operating Budget
The Committee reviewed and discussed the 2005 OPTN contract budget (Option Year 2) that begins October 1, 2004.  The 2005 OPTN budget includes a proposed registration fee of $459, which represents a $12 or 2.7% increase over the current fee of $447.  This fee increase is driven by factors, which include:  1.) addition of 8 OPTN staff members, of which 5 are IT programmers to improve and streamline OPTN systems; 2.) annual salary increases for UNOS staff of 4%; 3.) the reduction in the salary vacancy factor of 11 FTES; 4.)  increased benefit costs due to new OPTN positions;  5.)  direct travel increases due to higher airfare, increased participation by committee members, new ad-hoc committees and two new organ specific consensus conferences.  

OPTN registration volume for this budget year is expected to increase 10.3% over 2004 budgeted volume of 40,520 registrations and 3.4% over 2004 projected registration volume of 43,238.  OPTN registration volume increases for 2004 should offset the flat OPTN registration volume in 2003 and contribute to the OPTN reserve account.  

Compared to the Option Year 2 OPTN budget UNOS submitted in its proposal to the Health Resources and Services Administration (HRSA) on April 26, 2000, this budget represents a net increase of approximately $2,592,000.  The salary cost increase is due to the new OPTN positions added this year and an increase in the salary rate from the original proposal in 2000 of $24.01/hr to the $25.20/hr rate in the 2005 budget.  The salary rate increase is due to the elimination of clerical positions and the replacement of those headcounts with more technical and higher paid positions.  Fringe benefits increased approximately $486,000 due to increased salary cost.  Travel cost increases are due to increased committee size, higher committee member participation, higher airfare rates, and new committees added throughout the contract period.  Other direct costs increases are for repairs and maintenance.

	
	Original 

Proposal Option Year 2
	Current Option Year 2 Budget Proposal
	Difference

	
	
	
	

	Salaries & Benefits
	$12,630,000
	$13,931,000
	$1,301,000

	Travel Costs
	1,150,000
	1,838,000
	          688,000

	Other Direct Costs
	2,873,000
	3,428,000
	          555,000

	Indirect Costs
	2,831,000
	2,879,000
	48,000

	Total
	$19,484,000
	$22,076,000
	        $2,592,000


This budget also assumes the maintenance of the OPTN’s Reserve Account as a goal of 15% of annual OPTN fees.    OPTN reserves were used in the 2002-2003 fiscal year since registration volume was less than budgeted volume.  If projected registrations for 2003-2004 are realized, the shortfall from 2002-2003 will be eliminated and OPTN reserves (cash and receivables) could approach $3,000,000 at the end of 2004.  This level of reserves should be maintained through the end of 2005.

Other key provisions of the 2005 OPTN operating budget are as follows:

· OPTN Registration Fee Revenue of $20,524,000 which is based on OPTN registrations of 44,698 and a proposed fee of $459 per registration;

· HRSA OPTN funding of $1,552,000 (7.0% of total budgeted OPTN expenditures of $22,076,000);

· Total estimated work hours of 395,736 or 208 full-time equivalents (FTEs) budgeted to perform the requirements of the contract; and

· 79 OPTN meetings including:  2 Board of Directors, 56 committee, and 20 regional meetings.  86 member audit visits will also occur. 

For a full explanation of the 2005 budget versus Option Year 2 of the OPTN proposal and year-to-year expenditure variances, the OPTN’s cash revenue position and a description of proposed new personnel, see the attached Exhibit A.  

The Finance Committee unanimously recommended approval of the proposed 2005 OPTN budget and the associated $459 OPTN registration fee.  Therefore, the following resolutions are recommended for consideration by the OPTN/UNOS Board of Directors:

  **RESOLVED, that the 2005 OPTN operating budget is hereby approved, as recommended by the Finance Committee, and

FURTHER RESOLVED, that the Board of Directors hereby approves an increase in the OPTN patient registration fee from $447 to $459 effective October 1, 2004 as recommended by the Finance Committee, and that Policy 11 shall be amended as set forth below.


11.0
REGISTRATION FEE
The Registration Fee, as provided in Article I, Section 1.15 of the By-Laws for the Mandatory listing of potential recipients and as required by Policy 3.2.1 for listing a potential recipient on the UNOS computer system, shall consist of two separate fees.  These fees shall be the OPTN Patient Registration Fee ($447) ($459) and the UNOS Computer Registration Fee ($50) ($63) effective October 1, 2003 2004.
2).  OPTN Operations for the Year Ended September 30, 2003

In a conference call held on April 27, 2004, the Committee discussed the 2003 OMB Circular A-133 audit as performed by PriceWaterhouse Coopers, LLP.  The OMB Circular A-133 audit is required of any non-profit entity that receives $300,000 or more in federal funds per year.  PriceWaterhouse Coopers issued a favorable, unqualified or “clean” opinion on UNOS’ financial statements and noted no findings of material weaknesses in internal controls or non-compliance with federal or contract requirements.  

Among the highlights of 2003 OPTN operations were the following:

· OPTN registration fee revenues were $16,360,000 while budgeted OPTN registration fee revenues were $16,879,000, for an under budget variance of $519,000;

· OPTN expenses (paid by the OPTN registration fee) were $17,224,000 while budgeted OPTN expenses were $16,879,000 for an over budget variance of $345,000;

· Overall, total OPTN expenses exceeded OPTN revenues by $864,000 as calculated below:

	Total OPTN Revenue from Registration Fee
	$16,360,000

	Total OPTN Revenue from HRSA Funds
	1,621,000

	      Total OPTN Revenue (excluding reserves)
	17,981,000

	OPTN Expenditures – 2003
	18,845,000

	     OPTN Funding Shortfall
	$864,000

	
	

	OPTN Revenue from Registration Fee
	$16,360,000

	OPTN Reserve Draw in 2003/2004
	500,000

	 Total OPTN Funding Available
	$16,860,000

	     Funding Shortfall Covered by OPTN Cash Flow


	$364,000


	OPTN Receivables (reserve component)  
	$1,186,000

	OPTN Reserve Cash Balance  
	1,038,000

	     Total Reserves For 2003 (receivables & cash)
	$2,224,000


· Excess operating surplus plus cash reserves equated to approximately 11.9% of total OPTN expenditures for the year (goal of 15%), 
· OPTN patient registrations were 39,422, which represented a 2.4% increase from the prior year (2002) of 38,496, but was 869 or a 2.2% decrease compared to the 2004 budgeted level of 40,291 registrations,
· Due to the shortfall in OPTN registrations, $500,000 was drawn from the OPTN reserve account to pay for OPTN expenditures.  HRSA staff approved the withdrawal of funds. 
For a full explanation of OPTN operations ended September 30, 2003, see the attached  Exhibit B.  The 2003 OMB Circular A-133 audit, as performed by PriceWaterhouse Coopers, LLP, is attached as Exhibit C.
The Finance Committee unanimously recommended approval of the 2003 audited financial statements.  The following resolution is recommended for consideration by the Board of Directors:



**RESOLVED, that the 2003 OPTN audited financial statements and the related OMB Circular A-133 compliance audit as performed by PriceWaterhouse Coopers, LLP are hereby approved.

3).
OPTN Receivable Update


Due to OPTN collection activities and the assessment of a late fee approved last year, OPTN collections continue to be strong. OPTN collection activities will continue on an ongoing basis to eliminate all balances >120 days past due.  For fiscal year 2004, OPTN members are paying the new Living Donor Registration Fee in a timely manner and in compliance with OPTN policies and procedures.

4).
OPTN Forecasted Operations Through September 30, 2004


For Option Year 1 of the OPTN contract, total costs are expected to be approximately $20,130,000 compared to the OPTN Year 1 budget of $19,814,000.  A comparison of Option Year 1 forecast versus Year 3 budget is presented below:


	Description
	2004 Forecast
	2004 Budget
	Difference

	
	
	
	

	Direct Wages
	$8,650,000
	$8,767,000
	($117,000)

	Benefits
	3,443,000
	3,479,000
	(36,000)

	Direct Travel
	2,047,000
	1,547,000
	500,000

	Other Direct Costs
	3,364,000
	3,436,000
	                 (72,000)

	Indirect Costs
	2,626,000
	2,585,000
	41,000

	  Total Costs
	$20,130,000
	$19,814,000
	$316,000



The largest variance is direct travel, which is $500,000 greater than 2004 budgeted amounts.  The majority of the variance is due to the addition of the OPTN Lung Study, which was expected to cost $400,000.  The OPTN Lung Study was added after the OPTN 2004 budget was approved by the OPTN Board of Directors and HRSA.  Longer committee meetings and increased participation by committee members are also causing travel costs to increase.  Each year, approximately 200 conference calls are held to perform OPTN committee activities, some in addition to regularly scheduled meetings.  Due to committee workload, some committees operate on an almost year-round basis.       


Committee members participating in the May 25, 2004 meeting in Chicago were:




Dean F. Kappel, Chairman, Treasurer

Joan O’Shaughnessy, Region 1



Kathryn B. Hepner, Region 2




J. Stevenson Bynon, Jr,   Region 3



Andrew G. DeYoung, Region 4





Jarold A. Anderson,  Region 7





Mark J. Simon, Region 9 (by phone)





Susan Stoops Watson, Region 10





Prabhakar K. Baliga,  Region 11





W. Daniel Barker, At-Large





Nikki Wheeler, At-Large

Thomas M. Beyersdorf, Ex Officio

Lorah Tidwell, Ex Officio, HRSA Chief of Operation & Analysis Branch   (by phone)





Staff and Guests Attending:


Walter K. Graham, UNOS Executive Director 



Otis P. Daily, UNOS Assistant Executive Director



Mary D. Ellison, UNOS Assistant Executive Director




Douglas E. Harvey, UNOS Director of Finance

Committee members participating in the April 27, 2004 conference call were:



Dean F. Kappel, Chairman, Treasurer

Joan O’Shaughnessy, Region 1



Kathryn B. Hepner, Region 2






Ken E. Richardson, Region 5





David N. Theis, Region 8





Mark J. Simon, Region 9





Susan Stoops Watson, Region 10





Prabhakar K. Baliga, Region 11





W. Daniel Barker, At-Large





Thomas M. Beyersdorf, Ex Officio





Lorah Tidwell, Ex Officio, HRSA Chief of Operation & Analysis Branch





Virginia McBride, Ex Officio, HRSA OPTN Project Officer





Staff and Guests Attending:



Walter K. Graham, UNOS Executive Director 

Otis P. Daily, UNOS Assistant Executive Director

Mary D. Ellison, UNOS Assistant Executive Director




Douglas E. Harvey, UNOS Director of Finance

Matthew S. Lovetro, UNOS Accounting Manager



Ray Hicks, Partner, PriceWaterhouse Coopers, LLP

