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OPTN Items to be PresenteM

= 2017 OPTN Operating Budget and associated
registration fee

= A-133 Consolidated audit report for FY 2015

= Interim FY 2016 financial results
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= .
OPTN Expense Hiery

OPTN EXPENSES



Presenter
Presentation Notes
History to show the growth of the network over the past five years-  10.3% growth 


OPTN Federal FundingW

OPTN EXPENSES
FEDERAL FUNDING 2014-2017

6,000,000
5,000,000
4,000,000
3,000,000
2,000,000
1,000,000
0
2014 2015 2016
HBASE ®TRANSNET ®mRESEARCH MOD ®=VCA mCOIIN

OPTN | INOS 4



Presenter
Presentation Notes
History to show the growth in Federal Funding- 363% growth in federal Funding
Base Funding has increased $500,000 each year of the contract beginning in FY2014
Contract Modifications provided additional Federal funding for VCA, Transnet, Research Projects and COIIN over that same time period



2017 Budget Assumptions @@

= Proposed expenditures, federal appropriations and
estimated reqgistrations determine the OPTN fee.

- The OPTN fee has two components, a base for
operations and a reserve

= The combined fee Is presented to the Board and then
to HRSA for approval.
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Registrations Overview S —

« Based on decrease In registrations since KAS implementation
(December 2014), 2017 projections are estimated to be
53,433 — 4.7% below 2016 budgeted registrations.

= Internal, 14-month assessment of post-KAS kidney
registrations indicates that listing behavior of centers has
changed and there Is no indication of reversal of this trend.

= Statistical model used to develop projections has been
validated by a third-party, predictive analytics consulting firm,
Accordion Health, based out Austin, TX.
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" Historical Registrations by _

Quarter
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KAS has triggered more conservative
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Presenter
Presentation Notes
Registrations are predicted using a statistical regression model based largely on historical performance plus seasonality/holiday variables. In the past 15+ years, there have been 4 times where the predictive model changed “slopes”.   The 2003 change is attributed to natural growth of the list, and it is speculated that the changes in 2007 and 2010 are related to shifts in the economy.  



KAS Impact — Registration Evidence
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Presenter
Presentation Notes
The chart below compares kidney registrations, by month, for the past 6 calendar years. The numbers in the red and green boxes represent the differences in registrations from 2015 compared to 2014 demonstrating KAS impact. 



KAS Impact — Listing Behavior
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Presenter
Presentation Notes
UNOS identified and spoke with leadership at 11 centers who had significantly more, or less, kidney registrations in 2015 compared to 2014 (see chart to the left). 

Centers with decreased registrations attributed it to KAS indicating a purposeful intent to delay listing given KAS wait time credit changes. 

Centers with an increase largely attributed this to using KAS as motivation to complete candidate work-ups, enhanced outreach and education efforts or absorbing closing center patients. 



.

Re-examining FY 2016
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Presenter
Presentation Notes
In the fall of 2016, UNOS has sufficient post-KAS performance data to establish a modified predictive model using this new information
The chart below shows the registrations for 2016 budget (using old model) compared to the new, post-KAS projections model. The actual registrations since KAS tend to mirror the new model much closer, strengthening our confidence in the new projections. 
UNOS contracted with Accordion Health, a predictive analytics consulting firm, to assess current wait list projections approach and model. 

Using a different statistical method, Accordion replicated the 2016 and 2017 UNOS projections, with post-KAS data. 
Accordion model did not account for seasonal trends which may account for their slightly higher estimates for FY17

The more conservative estimate of 53,433 was used for budgeting purposes when taking everything into account. 



S
Budget Assumptions

Network Funding:

= Registrations of 53,433 are expected to provide $44,563,122 or
89.4% of funding.

- Base Federal appropriations of $4,000,000 plus an anticipated
$1,175,854 in Federal funding to continue Option Task 18 is
expected to provide 10.6% of funding
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Presenter
Presentation Notes
Option Task 18- Named COIIN Project- Collaborative Innovation and Improvement Network.  Studying an alternate approach to tx program peformance monitoring, that reduces risk avoidance behaviors associated with the current monitoring, removes current performance flagging criteria for participating kidney programs, develops and tests a data rich quality monitoring framework, and promotes performance improvement and effective practices through collaboration.  

Three year project.  Year 1- design phase, year 2- implementation with 15-20 pilot hospitals, year 3- assessment


OPTN Expenses C—

= 2017 Budget Process

= All departments asked to reduce expenses from 2016 budget
levels to match with expected registration levels

= Can we cut costs and still provide all the services required by
the contract, plus member services above and beyond?
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Presenter
Presentation Notes
Personnel costs- 70% of overall company expenses
In order to cut costs to better match flattening registrations,, some departments made offers that would change operations- cutting committee meetings, cutting organ center staff,  provided into on what services would be impacted if certain cuts were made.  All reductions were examined by the Executive team to ensure operations and deliverables would not be negatively impacted.  




S
OPTN EXxpenses

= Wages and Benefits
- 2017 Budget 2016 Budget 2016 Forecast

$32,550,000  $33,764,000 $32,029,000

= Decrease of $1,214,000 (-4%) compared to 2016 Budget

= Increase of $521,000 (2.4%) over current 2016 forecasted expenses
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Presenter
Presentation Notes
  Reduction in previously budgeted but unfilled positions were eliminated in this budget.  Reorganization and elimination of other positions company wide to ensure the most efficient use of resources, and the shift of some currently filled positions that were previously budgeted at 100% OPTN to a portion of their time being dedicated to UNOS work.

Most positions that were frozen in 2016 due to less than budgeted registrations were removed from 2017 proposed budget

Salary vacancy remains at 10 FTE’s 
Benefits rates are based on both paid benefits such as medical, payroll taxes, 401k etc, and paid time off.   Fluctuates year to year, but budgeted based on the last final approved rate




S
OPTN EXxpenses

= Travel
- 2017 Budget 2016 Budget 2016 Forecast

$1,978,000 $2,207,000 $1,854,000

= Decrease of $217,000 (-9.8%) compared to 2016 Budget

= Increase of $124,000 (6.3 %) over current 2016 forecasted expenses
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Presenter
Presentation Notes
Reductions in number attending committee meetings, KPD Travel, Member Training vs 16 Budget

	Addition of a potential (likely liver related) Consensus conference, increased regional meetings vs 16 Forecast to ensure all regions have a voice in the policy making process


.

OPTN EXxpenses

= Other Direct Costs
- 2017 Budget 2016 Budget 2016 Forecast

$7,780,200 $7,660,000 $7,433,000

= Increase of $120,200 (1.5%) compared to 2016 Budget

= Increase of $347,200 (4.5%) over current 2016 forecasted
expenses
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Presenter
Presentation Notes
IT model shifting from purchase of hardware and software to purchasing software as a service caused slight increases over 2016 levels

Because funding levels were less than expected in 2016 due to registrations, costs will not be incurred in the current year forecast for some consulting that was anticipated in the 16 budget.  



S
OPTN Expenses

= Indirect Costs
- 2017 Budget 2016 Budget 2016 Forecast

$6,347,900 $6,544,600 $6,285,600

« Decrease of $196,700 (-3%) compared to 2016 Budget

= Increase of $62,300 (1%) over current 2016 forecasted expenses
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Presenter
Presentation Notes
This amount is reduced as a percent of total direct contract costs

Covers general and admin cost, facility costs, Finance, Human Resources, etc.  

At the end of each fiscal year we submit a detail of g&a costs as a percentage of total program costs to determine this rate.


OPTN Expenses ‘

= Results of budgeting exercise:

= Overall costs of OPTN operations reduced $1,507,915 (-3%)
from 2016 Budget, and $1,022,000 (2%) above current
spending levels

= No reduction in services provided for members

= No danger of not meeting contract deliverables
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OPTN Expenses

OPTN
EXPENSES BY FUNCTION
2017 BUDGETED EXPENSES -548,666,967
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2%

Security & Other Requirements
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Presenter
Presentation Notes
What functions are the total dollars paying for


IT Progress since 2014 (Started Using Agile Met

Increased Policy Deliveries
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Presenter
Presentation Notes
Progress we have made over the past couple years 


I'T BOD Backlog by the End of ...

2013 y
23 Projects

2 in progress
21 in queue

18 older than
12 months
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2014

35 Projects

7 Delivered
5in progress
23 in queue

16 older than
12 months

2015 &
48 Projects
23 delivered
7 in progress
18 in queue

6 older than
12 months

2016

38 Projects
26 delivered
5+ in progress
/7 in queue

2 older than
12 months

2017
31 Projects

18+/- delivered
~6 in progress
~7 in queue

O older than 12
months


Presenter
Presentation Notes
PROJECTED: Apr – 2 Older then 12 mos
	Oct – 1 Older then 12 mos

NOTE:	3 of 4 projected projects are more
	12 mos as per business needs

4 of 7 are waiting OMB  approval – worst case 2018

Non Policy Implement HLA Equivalences in KPD …This was requested to follow Annual Update HLA Equivalencies which drives the cycle time to over 12 months
Ped ByLaws …..this was requested to not start before 2017 even though approved Dec 2015
TIEDI Tech Debt (SRTR) ….is requested to deliver in 2017 even though to board Dec 2015

Ped Lung Policy Review …..will finish early 2017 so likely in the 12-15 month range due to team scheduling



OPTN Expenses and Fee Funding"\

FY2014 FY2015 FY 2016 Proj FY 2017 Budget
= Expenditures $39,435,540 $44,896,919 $47,645,201 $48,666,967
= HRSA Federal Funding 3,994,459 5,109,985 5,298,671 5,175,854
= Fee Funding Needed $35,441,081 $39,786,934 $41,346,530 $43,491,113
= Registrations 54,836 53,417 53,161 53,433
= OPTN Ops Fee $800 $793 $792 $814
= Funds Available $43,868,800 $42,359,681 $42,103,512 $43,494,462
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Presenter
Presentation Notes
This looks at total fee funding required vs fees actually collected.   In years where registrations have slowed (such as the current year) we have managed expenses to ensure we are not spending more than we are collecting through the fee


.

OPTN Fees

- $834 OPTN Fee
$22 increase from last year’s fee of $812

- $814 for operations
$22 increase from last year’s fee of $792

-$20 fee for reserves
No change from 2016
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Presenter
Presentation Notes
Determining the fee-  Total expenses of 48,666,967  less the government share  5,175,854  / registrations of 53,433  = 834 for operations

Proposing the OPTN Reserve fee remain at $20 
$20 provides at least $1,000,000 in funding per year
Consistent funding of reserves is important to achieve stated reserve goal.
Based on registration trends, and a $20 fee, OPTN reserves should hit reserve goal in 6-7years. 



OPTN Revenue: Fees

Combined OPTN and UNQOS fees

- Total fee increases $22 from $957 in FY 2016 to $979 in
FY2017/

- OPTN portion of the fee increased $22
- No change proposed to the current UNOS fee of $145
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OPTN Revenue: Fees u

OPTN Registration Fees
(Includes Reserve Components)
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OPTN Operating Cash- Projected

- End of FY 15 Balance $13,600,000

= Projected registrations FY 16 $42,104,000
« Projected Expenses FY16 $42,347,000
= FY 16 Estimated Funds $13,357,000

« Target OPTN Primary Account  $ 8,100,000

(Two months operating)
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Presenter
Presentation Notes
After fiscal year end 2016, the Finance Committee will consider whether we should move a portion of the overage to reserves to reduce the amount of time it takes to reach reserve goals.  Moving $1,000,000 would take a year off of future reserve fees


@ | S
OPTN Reserves —

« FY 13 Balance $1,330,000
« FY 14 $10 Funding $548,000
= FY 15 $31 Funding $1,690,000
« FY 16 Transfer (FY 14) $1,100,000
= FY 16 $20 Funding + $1,063,220
= FY17 $20 Funding $1,068,660

- FY 17 Estimated Balance $6,800,000
- Reserve Goal (3 months) $12,167,000
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Presenter
Presentation Notes
At this rate, we will reach the funding goal of three months of operating expenses in the OPTN reserve, which is a moving target each year based on the budget, in by about fiscal year 2022


OPTN Reserves
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2017 Budget and Fee

[Resolution 2, page 5]

RESOLVED, that the 2017 OPTN Operating Budget of $48,666,967, shown
on page 1 of OPTN Finance exhibit A, is hereby approved, and

FURTHER RESOLVED, that the Board of Directors hereby approve an
increase in the OPTN patient registration fee from $812 to $834, effective
October 1, 2016.

FURTHER RESOLVED, that Policy 11.0 (Registration Fee) shall be amended
as set forth below effective October 1, 2016.

11.0 REGISTRATION FEE

= The OPTN Patient Registration Fee, as provided in Article I, Section 1.13 of the
Bylaws for the listing of candidates as required by Policy 3.2.1 for listing a
potential recipient in UNets™, shall be $812-$834.
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FY 2015 Audit

= A-133 compliance report is a major component of the UNOS audit.
Required for federal contract awards > $300,000.

= Unmodified or “clean” opinion issued on UNOS financial statements.

= No material weaknesses in internal controls or non-compliance with
federal or contract requirements were detected.

= UNOS is considered a low-risk auditee
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FY 2015 Audit —

= FiInance Committee heard a presentation from Cherry
Bekaert audit firm, and accepted the report Iin
February 2016.

= No Board action is required.
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.

2016 Interim Results

= Registrations- 4.22% below budget, but similar to
2015 levels

- Expenses through March- $1,655,000 under budget

« Registration fees collected are sufficient to cover
current operating costs

« OPTN Reserves-42% of goal of 3 months operating
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Presenter
Presentation Notes
Lower than budgeted registrations caused cost saving measures to be put into place in the first quarter of the year.  $1,000,000 in staff and services were put on hold, and continue to be to better match up funding with expenses

Detailed financials are included in Board packet.  


QUESTIONS?
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