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H.B. No. 5014 AN ACT MAKING ADJUSTMENTS TO STATE EXPENDITURES AND
REVENUES FOR THE FISCAL YEAR ENDING JUNE 30, 2013.

University of Connecticut Health Center

Senator Harp, Representative Walker, Senator Kane, Representative Miner and members of the
Appropriations Committee, | appreciate the opportunity to speak with you this afternoon
regarding the proposed adjustments to the UConn Health Center’s FY 13 budget.

The University of Connecticut Health Center (Health Center), as you know, is the State of
Connecticut’s only public academic medical center. It is the State’s primary source of new
physicians and dentists, an essential provider of vital health services to some of our most
vulnerable citizens, and an important engine of economic growth and vitality. Its mission as an
“integrated academic medical center” is improving the health of Connecticut’s people through
the innovative integration of education, research, and clinical care. And through the recently
enacted Bioscience Connecticut (PA11-75) and the related Jackson Labs initiatives (PA11-2,
October Special Session), the Health Center will play an even more pivotal role in
strengthening Connecticut’s economy by creating construction-related jobs immediately and
generating long-term sustainable economic growth based on bioscience research, innovation,
entrepreneurship and commercialization. The Health Center remains grateful to the Governor
and the General Assembly for your investment and confidence. By implementing these
initiatives, the Health Center will also be transformed and its future viability secured. But more
importantly, Connecticut is positioned to be a global leader in the growing field of bioscience,
driven by stem cell research, systems genomics and personalized medicine, and will derive
enormous public health and economic benefits for the foreseeable future. We are proceeding
aggressively with the planning and implementation of the Bioscience Connecticut Initiative (we
expect to break ground on the initial construction projects -- the garage, site work and utility
relocations for the new hospital project in June) and look forward to sharing our progress with
you.

Infrastructure investments are critical but do not obviate the need for appropriate and
sustaining levels of State operating support. In fact, the Health Center’s ability to deliver on
the promise of Bioscience CT is predicated on it. The capital funds will provide the physical
infrastructure needed to support our expanded research, education and clinical care efforts. But
it is the operating support that is critically important to move the programmatic components of
these initiatives forward. The operating funds will enable the Health Center to recruit
additional basic and clinical/translational scientists who are expected to double our research
awards and create the medical advancements that lead to innovation, entrepreneurship and
commercialization. They will also prowde the additional teaching capa01ty for the forecasted
medical and dental school class expansions.



Unfortunately, the proposed FY 13 appropriation for the Health Center, if left unaddressed,
presents a serious setback to our effort to advance these initiatives. The revised block grant for
FY13 is $97.8 million, an amount equivalent to the Health Center block grant in FY08. This
proposed reduction is nearly $12 million below what the Health Center received in FY12
($108.5m) and nearly $12 million below the Health Center’s FY13 appropriation that was
included in the biennial budget approved last spring, This reduction and the related fringe
benefits impact ($5.0M) total $17 million and will result in a significant operating deficit at the
Health Center. The normal response by management would be to reduce expenses or increase
revenues. At the Health Center, any personnel expense reductions by layoffs is prohibited by
the SEBAC agreement and our ability to generate additional revenue is limited. For example ,
raising tuition and fees which represents 2.4% of our revenue budget would have little effect on
our budget; and patient care revenues which are 44% of our budget are generated primarily
from state and federal payors (50%) whose reimbursement for FY 13 will remain flat and in
some cases potentially reduced. We have communicated the severity of the potential deficits
to the Administration and are working with them, and hopefully with you, to resolve this
matter.

It is important to inform you that changes the State recently instituted for reimbursing the -
Health Center for inpatient services for Medicaid eligible inmates that are eligible for federal
matching funds, could contribute an additional $3M operating loss in FY12 and $4M in FY13.
The proposed budget includes several other changes to the Medicaid program that will likely
adversely impact the Health Center’s finances. These include proposed changes to the
Medicaid Low Income Adult Program (LIA) and reductions in reimbursement for dental
services provided to Medicaid eligible individuals at UConn’s dental clinics. UConn Health
Center staff are still evaluating the magnitude of the fiscal impacts of these proposed changes.

The Health Center receives just 21.2% of its operating budget from the state of Connecticut.
The remaining 78.8% is derived from clinical revenues, research grants, tuition and fees, and
philanthropy. Operating in an extremely competitive and rapidly changing environment, the
Health Center continually identifies operational efficiencies, cost reductions and revenue
enhancements. Since 2000, and with guidance provided by PricewaterhouseCoopers (PwC),
the Health Center has implemented more than $100 million in operating expense reductions
and revenue enhancements. Seeking cost reductions and revenue enhancements is engrained
in the culture at the Health Center. The Health Center must be persistent in looking for ways
to gain efficiencies while making prudent strategic investments and managing financial risk.
This task, however, is increasingly challenging as the readily apparent efficiencies and cost
savings have already been addressed.

Continued operating support through our block grant and assistance with John Dempsey
Hospital’s fringe benefit differential is essential for the Health Center’s financial viability
during this period and for the future. We are very grateful that the Governor’s proposed budget
maintains the provision approved in the biennial budget to have the Comptroller continue to
fund the $13.5 million for the fringe benefit differential in FY13.



The Governor’s proposed budget also includes the consolidation of the University of
Connecticut (UConn) and the Health Center into one agency as part of the Administration’s
larger effort to reduce the number of state agencies. Notwithstanding the physical distances
between our Storrs and Farmington campuses and our differences(such as teaching
undergraduates vs. providing clinical services) , we are one institution united by the shared
mission of educating Connecticut students, conducting vital research, driving economic _
development, and serving the people of the state of Connecticut. Our faculty, staff and students

increasingly collaborate in a variety of ways as we continue to seek 10 maximize our academic
and research efforts.

In addition, the proposed budget includes the consolidation of the Office of the Chief Medical
Examiner (OCME), currently housed in a building owned and operated by the Department of
Public Works that is located on the Health Center campus, with the University of Connecticut.
It is our understanding that the Health Center will be expected to handle OCME’s
administrative functions

The UConn Health Center remains one of our State’s greatest assets. The Bioscience CT plan
will enable us to improve the quality of healthcare for all of Connecticut’s citizens while
serving as an engine for economic development by strengthening our state’s position as a
national and global center for bioscience innovation, entrepreneurship and commercialization.

I appreciate the extremely challenging fiscal environment in which the Governor and members
of the General Assembly are called upon to decide how best to attain a vibrant economic future
for our State. Tn making these critically important decisions, I would respectfully urge you to
continue the investment in our only public academic medical center so that our state can benefit
from the unique contributions the Health Center can make to Connecticut’s public health and
economic vitality, now and for the foreseeable future.

Thank you for your continued support.
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