Dr. Andrew Cooley presented an update on Eastern State Hospital. Since 2013
when the State contracted with UK to operate Eastern State Hospital much has
been accomplished to benefit the patients in residence. The medical staff has
been stabilized and patients have benefited from a dramatic decrease in
seclusions, restraints and falls. Quality metrics have been established and an
active treatment data collection process has been developed. In addition,
community partners such as local judges have been engaged. In the future much
attention will be focused on continued improvement and continuous readiness
for the Joint Commission survey.

Dr. Michael Dobbs presented a Stoke Network update. He stated that the mission
of the Stroke Care Network was to improve the quality of care, preventative
medicine, education and research into stroke and related diseases throughout the
Commonwealth of Kentucky. The goal of the Stroke Network is to establish
protocols for the prevention and treatment of stroke that can be adopted by
hospital and medical centers throughout the Commonwealth. At present there
are 24 Stroke Network affiliates in Kentucky, 6-9 are pending and several other
facilities are in the early discussion stage. In addition, a stroke registry has been
established that will collect data to promote and support value based patient care
that can be shared across the network.

Murray Clark presented the March Statistical and Financial Report. Inpatient
discharges for the year continue to be strong compared to both budget and prior
year. The average length of stay is above budget and is seen in the adult and
psychiatric services. The case mix index is also above budget and prior year. The
increase in case mix is a factor in the increase in length of stay, however,
significant opportunities to reduce LOS exist and a major focus is being placed on
these opportunities. Total visits for the Emergency Department are above budget
by 10.8% and above prior year by 11.76%. YTD inpatient operating room cases are
ahead of budget in both inpatient and outpatient cases. Outpatient cases with a
hospital charge exceed budget and prior year and are consistent with the increase
in the number of visits in the ambulatory clinics. FTE’s are below budget but



above prior year and have increased to support overall activity. The payor mix of
discharges has changed positively from both budget and prior year. The major
change is in the Medicaid classification where Medicaid discharges now represent
38.5% of total compared with prior year percentage of 29.51%. The converse is
the case in Patient/Charity which has dropped from historical levels off 12% to
only 1.77% in the current year. Medicare discharges have risen whereas
commercial/other discharges are even with last year. The increase in net revenue
has been largely driven by the impact of the change from Patient/Charity to
Medicaid. The income statement reflects an increase in net revenues for the year
that significantly exceeded expectations driven by volume, case mix, outliers and
the Medicaid expansion program. Net revenues have outpaced expenses
contributing to a significantly higher margin than budgeted. Non-operating
revenues are well below budget driven by lower investment income and a bond
refinancing cost. On the balance sheet cash totals have increased as a result of
the increase in revenues and the sale of CLI. The $6.0 million decrease in board
designated investments reflects the loss for the year from funds invested. Overall
liabilities have decreased by $14.1 million since June 30. The major changes in
liabilities include changes in payables, accrued expenses, unearned income, debt
amount, third party settlement and outstanding and deferred inflow of resources
The financial median analysis indicates total cash on hand has increased to 160.98
days largely the result of the increase in revenue and subsequent cash collections
and the sale of CLI. The operating margin and EBIDA have exceeded targets.
Debt to capitalization has improved slightly since year end and cash to debt has
improved and is currently above our target. The ratios to cash may decline as
capital acquisitions are made in facilities and equipment. The trend of the first
nine months for the fiscal year continues to be positive, remaining above budget
expectations and the prior year.

Dr. Andrew Bernard, President of the Medical Staff presented for approval the
current list of privileges and credentials. The committee made a motion to accept
the privileges and credentials before them. The motion carried and was approved
by the committee.



Recently, Brett Short, Chief Compliance Officer, and | met to review the 2015
Compliance and Risk Analysis Plan. We also reviewed and discussed a report
issued by the Office of the Inspector General that provides practical guidance for
Health Care Governing Boards on Compliance Oversight.



