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Testimony of Dr. Andy Agwunobi
Chief Executive Officer of UConn Health

Co-Chairs, Ranking Members, and members of the Committee, thank you for the
opportunity to speak with you today. I am Dr. Andrew Agwunobi, the Chief
Executive Officer of UConn Health. Joining me today is Jeff Geoghegan, our Chief
Financial Officer.

Today, on behalf of the physicians, faculty, other employees, and students of
UConn Health, I want to thank you for your generous support. I want to share
with you some of the amazing accomplishments we have achieved to impress
upon you that investments in UConn Health have been and continue to be of great
benefit to the State of Connecticut. I also want to convey that the sustainability of
UConn Health will be in question should these proposed cuts go into effect.

I could speak for many hours about the value that UConn Health, with your
support, brings to the people of Connecticut. But in the interest of time, I will use
a few examples to illustrate:

e Approximately 40% of our medical school and 50% of our dental school
graduates practice in the State.

e UConn Health researchers have developed and are testing a promising
personalized vaccine to prevent the recurrence of often deadly ovarian
cancer; and have launched a grand research initiative to grow a human knee
in the lab in 7 years and regenerate an entire limb within 15 years, to help
advance care for those suffering from musculoskeletal defects and limb
injury or loss.

e The collaboration with Jackson Laboratory is bolstering economic
development and accelerating discoveries that will benefit our citizens. To
date, more than 72 joint grant proposals have been submitted with 10
funded, totaling nearly $8.2 million (and another 22 pending decisions,
totaling $22.7 million).

e Asenvisioned, Bioscience Connecticut is driving increases in construction
and construction-related jobs. Among other construction activities, we are
more than two-thirds complete on renovations to our research labs, opened



a new Outpatient Pavilion in January 2015, and we open a new Hospital
Tower in late April. Through December 2015, 4,804 construction related
jobs have been created, and 82% of construction contracts have been
awarded to Connecticut companies, with a value of more than $324 million.
Participation rates of small businesses are currently at 35.3% and
minority/women’s/disadvantaged participation is at 22%3 (far surpassing
the state’s requirements in both areas). UConn Health has awarded over
$140 million in contracts to small and minority-owned companies.

o Nearly one in four of all patients treated at our Hospital and our outpatient
facilities are Medicaid patients; some of the most vulnerable patients in our
State. Our Dental School is the single largest provider of dental services to
the State’s Medicaid population: this is true for adults, children and patients
with special needs and disabilities.

So UConn Health is doing good work. But as you know all healthcare institutions
in our State and nationally are facing financial stresses from a combination of the
recession, decreased reimbursement, the shift from private payors to government
payors, and so on.

UConn Health has similar challenges, and the additional challenge of being a
small-sized public academic system, which means it (1) has a higher cost structure
than private non-academic institutions and because of its size less ability than
larger academic medical centers to spread fixed costs; and (2) an academic mission
that is a public good rather than a money-making endeavor.

As you know, as a State entity responsible for education and research, UConn
Health receives approximately 23% of our revenues from the State. 77% must be
generated from clinical operations, research grants, philanthropy, tuition and fees
and other contracted services we provide.

In addition to the financial challenges we face as a healthcare organization, since
2010, UConn Health has sustained $42 million in state appropriation rescissions
and fund sweeps.

Therefore, even before these proposed cuts, UConn Health is already in financial
distress. To illustrate, for FY 2016, we are on track to lose $15.9 million. These
proposed cuts will add $11.8 million in losses to that number going into FY 2017.
This level of losses is not sustainable for a small academic health system that
provides patient care, engages in public research, and teaching, and is striving to
deliver on the promise of Bioscience CT.



What is particularly daunting is that before we heard the news of these proposed
cuts we were encouraged by the success of the second year of our very intentional
turnaround plan to reverse our financial losses. For example, at the beginning of
FY 2015, we faced $33 million in losses and through a combination of cost-cutting,
attrition, and revenue cycle improvements, we were able to end the year at an
approximate $3 million loss.

At the beginning of this year, FY 2016, with funding shortfalls and additional
building-related expenses, we faced a new $40 million loss and again through cost
cutting, revenue improvement and other initiatives, we are on track to meet a self-
imposed target of a $15.9 million loss. A $15.9 million loss however is still a large
number.

We have been addressing these shortfalls, primarily, by putting off capital
maintenance, but this practice is not sustainable.

So, our plan over the next 3 years was to make steady operational and strategic
progress towards a break even budget. Because we have already implemented
many difficult cost-cutting and revenue enhancement initiatives, the $11.8 million
in proposed cuts if implemented will derail our financial improvement efforts and
thus our plan for sustainability. Ishould add, the cycle of annual reductions in
State support for the health system is unsustainable; it is not just this cut alone that
will have a profound impact; it is the combined years of cuts.

In practice, this proposed funding cut and the accumulated years of cuts will force
us to consider eliminating programs and services that we don’t want to eliminate,
because it would be harmful for the State and our patients. We may, however,
have no choice. Cutting services is particularly problematic for a patient care
enterprise. We have over 1 million patient encounters each year, including many
of the region’s most vulnerable residents. For them, we are the safety net. These
cuts will likely damage that safety net.

A key point I would like to convey is that our sustainability is in question not just
because of the level of proposed cuts, but also because of the timing. We have a
new hospital tower opening in April which will add more than $20 million in
additional costs; we have a mandate to deliver on the promise of Bioscience CT;
and we are in the midst of a financial improvement plan, which is already an
almost insurmountable challenge.

In conclusion, we know you have extraordinarily difficult choices to make in the
coming months about the State’s budget. Like you, serving the State of
Connecticut and its citizens are our top priorities at UConn Health.



My ask is that, as you consider the proposed cuts, you view us not just as another
hospital, or another State agency, but as the State’s only public academic health
system, one that is a tangible economic engine for the State today, one that is
laying the foundation of a strong healthcare and bioscience economy for the
future, one that our most vulnerable citizens rely on for great care. With this in
mind, I ask for your support to protect the viability of your public academic health
system so that it can continue to deliver these irreplaceable benefits for the people
of Connecticut today and in the future.

Thank you for your leadership.
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