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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

0D Q D JH P BRcussidh and Analysis
June 30, 2021 and 2020

Bad debt accounts are fully reserved and recorded as provision for uncollectible accounts. Provision expense
recorded for fiscal years 2021, 2020,
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of University of New Mexico)

Statements of Revenues, Expenses, and Changes in Net Position

Years ended June 30, 2021 and 2020

2021 2020
Operating revenues:
Net patient service revenues 84,893,742 76,453,989
Other operating revenues 1,602,187 1,749,999
Total operating revenues 86,495,929 78,203,988
Operating expenses:
Employee compensation and contract labor 39,882,696 35,326,209
Medical and other supplies 20,550,916 16,206,936
Benefits 7,219,482 7,399,946
Depreciation 5,452,586 5,629,891
Purchased services 4,888,992 5,655,568
Medical services 7,425,614 4,787,950
Equipment 4,498,991 3,754,606
Occupancy 2,390,376 1,942,541
Gross receipts tax 1,627,978 1,463,415
Other 625,780 638,957
Total operating expenses 94,563,411 82,806,019
Operating loss (8,067,482) (4,602,031)
Nonoperating revenues (expenses):
Sandoval County mill levy 7,149,790 6,465,723
Federal bond subsidy 7,333 1,756,026
Interest income, net 4,913 219,797
Interest on bonds — (5,192,650)
Mortgage interest and insurance (2,314,784) —
Bequests and contributions 23,111 19,676
CARES Act funding 7,017,914 3,065,689
Other nonoperating expense (395,249) (1,434,582)
Net nonoperating revenues 11,493,028 4,899,679
Increase in net position 3,425,546 297,648
Net position, beginning of year 20,611,435 20,313,787
Net position, end of year 24,036,981 20,611,435

See accompanying notes to financial statements.
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2021 and 2020

(1) Description of Business

UNM Sandoval Regional Medical Center Inc. (SRMC or the Medical Center) is a corporation formed by the
Regents of the University of New Mexico (UNM) and exists as a New Mexico government nonprofit and
University Research Park and Economic Development Act (URPEDA) corporation. SRMC is governed by
its Board of Directors (the Board), which is empowered to do all things necessary for the proper operation
of the Medical Center. UNM, by and through its Board of Regents, is the sole member of the Medical
Center.

The healthcare-related education, research, and clinical programs and services offered by UNM and/or
provided in UNM § facilities and those of certain of its URPEDA subsidiaries are designated as the UNM
Health Sciences Center (UNM HSC), which is a component unit of UNM. The clinical elements of UNM
HSC are intended to be a fully integrated academic health center and healthcare delivery system and are
collectively administered as the UNM Health System. As part of ongoing operations, the Medical Center
engages in certain related-party transactions as described further in note 13.

The Medical Center owned by SRMC operates as a licensed acute care hospital along with numerous
onsite clinics located in Rio Rancho, New Mexico. The Medical Center is a community-teaching component
of UNM HSC and provides primary and specialty health services in Sandoval County, New Mexico. SRMC,
together with UNM Hospital (UNMH), operates the clinical settings through which the UNM School of
Medicine (SOM) educates medical and graduate students, trains residents and clinical fellows, and
supports faculty and community clinicians.

The Medical Center owned by SRMC consists of an approximately 200,000 square foot
community-teaching Medical Center, with 48 acute medical/surgical beds and 12 intensive care unit beds.
There is also an onsite 40,000 square foot medical office building. The Medical Center is adjacent to the
City Center in Rio Rancho, New Mexico. The Medical Center is located on land owned by UNM and is next
to the UNM Health Sciences Rio Rancho campus. The Medical Center is a blended component unit of
UNM and is reported as such in the basic financial statements of UNM. The Medical Center has no
component units.

(2) Summary of Significant Accounting Policies
(a) Basis of Presentation

The accompanying financial statements have been prepared using the economic resource
measurement focus and the accrual basis of accounting in accordance with U.S. generally accepted
accounting principles for healthcare organizations, and are presented in accordance with the reporting
model as prescribed in Governmental Accounting Standards Board (GASB) Statement No. 34, Basic
Financial Statements +and Management § Discussion and Analysis +for State and Local
Governments, as amended by GASB Statement No. 37, Basic Financial Statements +and
Management § Discussion and Analysis +for State and Local Governments: Omnibus, and

GASB Statement No. 38, Certain Financial Statement Note Disclosures. The Medical Center follows
the business-type activities requirements of GASB Statement No. 34. This approach requires the
following components of the Medical Center § financial statements:

X Management § discussion and analysis
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2021 and 2020

() Risk Management

The Medical Center sponsors a self-insured health plan for employees. Blue Cross and Blue Shield of
New Mexico (BCBS NM) and HMO New Mexico provide administrative claim payment services for the
Medical Center § plan. Liabilities are based on an estimate of claims that have been incurred but not
reported (IBNR) and claims received but not yet paid. At June 30, 2021 and 2020, the estimated
amount of the Medical Center § IBNR and accrued claims are $0.3 million and $0.4 million,
respectively, which are included in accrued payroll. The liability for IBNR is based on actuarial analysis
calculated using information provided by BCBS NM and management estimates.

(s) Reclassifications
Certain fiscal year 2020 amounts have been reclassified to conform to fiscal year 2021 presentation.

(3) Cash and Cash Equivalents, and Investments
(a) Cash and Cash Equivalents
(i) Deposits
The Medical Center § deposits are held in demand accounts with a financial institution.

The carrying amounts of the Medical Center § deposits with financial institutions at June 30, 2021
and 2020 are $27.9 million and $32.1 million, respectively.

Bank balances are categorized at June 30 as follows:

2021 2020
Amount insured by the Federal Deposit Insurance
Corporation (FDIC) $ 250,000 250,000
Other cash 29,504,902 31,772,284
Total $ 29,754,902 32,022,284

Interest-bearing deposit accounts are subject to FDIC § standard deposit insurance amount of
$250,000 per depositor.
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2021 and 2020

A summary of the long-term investments at June 30, 2021 and 2020 and their exposure to credit
risk is as follows:

June 30, 2021 June 30, 2020
Rating Fair value Rating Fair value
ltems subject to credit risk:
Money market fund Notrated $ 15,275,857 Notrated $ 15,083,228
Total items subject
to credit risk 15,275,857 15,083,228
Total long-term
investments $ 15,275,857 $ 15,083,228

(4) Concentration of Risk

(5)

The Medical Center receives payment for services rendered to patients under payment arrangements with
payors, which include: (i) Medicare and Medicaid; (ii) other third-party payors, including commercial carriers
and health maintenance organizations; and (iii) others. The following summarizes patient accounts
receivable and the percentage of gross accounts receivable from all payors as of June 30:

2021 2020
Medicare $ 8,220,557 28% $ 7,546,482 33%
Medicaid 5,116,174 18 3,530,532 15
Other third-party payors 10,974,368 38 7,417,950 33
Others 4,670,125 16 4,232,364 19
Total patient accounts
receivable 28,981,224 100 % 22,727,328 100 %
Less allowance for uncollectible
accounts and contractual
adjustments (19,067,248) (14,866,132)
Patient accounts
receivable, net $ 9,913,976 $ 7,861,196

Federal Legislative Relief Funds

Congress appropriated funds to reimburse eligible healthcare providers for healthcare expenses incurred
and/or loss in revenue due to the COVID-19 pandemic. The Health Resources and Services Administration
is administering the distribution of the payments, which are funded through the Coronavirus Aid, Relief and
Economic Security (CARES) Act (P.L. 116-136). These distributions are not subject to repayment, provided
management is able to attest to and comply with the terms and conditions of the funding, including
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2021 and 2020

(8) Compensated Absences

Qualified Medical Center employees are entitled to accrue sick, holiday, and annual leaves as one inclusive
paid time off (PTO) bank based on their full-time equivalent status and accrue extended illness leave into
an extended illness bank (EIB).

As of June 30, 2021, full-time and part-time employees accrue PTO every pay-period based on hours
worked and number of years of service up to a maximum of 360 to 416 hours, based on years of service.

At termination, employees are eligible for payment of unused accumulated hours at 100% of their regular
hourly rate. Accrued PTO as of June 30, 2021 and 2020 of $2.2 million and $2.0 million, respectively, is
computed by multiplying each employee § current hourly rate by the number of hours accrued.
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Notes to Financial Statements
June 30, 2021 and 2020

The statements of net position include the following receivables from related parties at June 30:

2021 2020
UNM Hospital $ 250,136 349,977
UNM Medical Group 24,972 15,638
UNM (excluding UNM Hospital) 2 39,822
$ 275,108 405,437

UNM and the Medical Center are parties to a ground lease under which the Medical Center leases
approximately 18.4 acres of land from UNM. The ground lease provides for rent of $1.00 per year for the
primary and extended terms of the lease. The ground lease further provides that the primary term of the
lease will be for a term of 74 years and grants the Medical Center the option to renew the lease for an
extended term of 25 years.

(14) Benefit Plans

The Medical Center has a defined-contribution plan that provides retirement benefits to eligible employees.
The name of the plan is UNM Sandoval Regional Medical Center 403(b) Retirement Plan (the Plan). The
Plan was adopted on October 1, 2011. It is a participant-directed defined-contribution plan covering
employees of the Medical Center.

Contributions to the Plan are made through employee deferrals on earned compensation. Participants may
contribute, on a tax-deferred basis, up to the annual limitations as prescribed by the IRS. Participants may
designate all or a portion of 403(b) elective deferral contributions as Roth elective deferral contributions.
Participants may also make rollover contributions representing distributions from other qualified plans.
Participants direct the investment of their contributions into various investment options offered by the Plan.
The Plan currently offers various mutual funds and an insurance investment contract as investment options
for participants. The Medical Center may make matching contributions equal to a percentage of participant
contributions. If matching contributions are made, the percentage contributed is determined by the Medical
Center. The Medical Center may also make a discretionary contribution each plan year. Contributions are
subject to regulatory limitations. The Medical Center § expense for the Plan was $1.0 million and

$0.8 million for the years ended June 30, 2021 and 2020, respectively. Total employee contributions under
the Plan were $1.8 million and $1.6 million for the years ended June 30, 2021 and 2020, respectively.

(15) Contingencies

The Medical Center is currently a party to various claims and legal proceedings. The Medical Center makes
provisions for a liability when it is both probable that a liability has been incurred and the amount of the loss
can be reasonably estimated. The Medical Center believes it has adequate provisions for potential liability
in litigation matters. The Medical Center reviews these provisions on a periodic basis and adjusts these
provisions to reflect the impact of negotiations, settlements, rulings, advice of legal counsel, and other
information and events pertaining to a particular case.

40 (Continued)












UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Summary of Audit Results
June 30, 2021

Type of auditor report issued : Unmodified opinion

Fiscal year 20 21 findings and responses:
Material weaknesses: No matters to report

Significant deficiencies: No matters to report

Material noncompliance: No matters to report
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Summary Schedule of Prior Audit Findings
June 30, 2021

Cause

The user access review process was not operating effectively, and aspects of its performance could not be
evidenced through documentation retained.

Recommendation

We recommend that the entity develop lookback procedures to ensure no inappropriate activity has occurred
due to access changes. Management should continue to enhance its review of user access, which should
occur periodically during the year.

A departmental manager or individual responsible for the functional data should perform the user access
review. Evidence of the performance of the review, including remedial action taken, should be maintained.
Management Response

User Access Reviews will continue to be performed by the Soarian and Lawson teams. For accounts identified
as active after the employee termination date, the last login for the HSCNetID AD account will be documented.
These documented dates will be the lookback documentation.

The Chief Information Officer will be responsible for the corrective action plan, with a completion date of
March 31, 2022.
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Exit Conference
June 30, 2021

An exit conference was conducted on October 13, 2021, with members of the board of directors and members
of SRMC management. During this meeting, the contents of this report were discussed with the following board
members, management personnel, and KPMG LLP representatives present:

Kim Hedrick
Charlotte Garcia

Michael Richards, MD

Jamie Silva-Steele
Darlene Fernandez
Pam Demarest
Robin Cole

Angela Vigil

Arthur Culpepper
Laura Putz

Victor Griego

Sara Navarette
Matthew Wilks, MD
Brian Menapace
Dave Stryzewski
Ajay Gupta

Randy Romes
John Kennedy
Jaime Cavin

Board Member

Board Member

Senior Vice President for Clinical Affairs

Chief Executive Officer and President, SRMC

Chief Financial Officer, SRMC

Chief Operating Officer and Chief Nursing Officer, SRMC
Controller, SRMC

Executive Director of Compliance, UNM Hospital

Chief HSC Compliance Officer, HSC

Privacy Officer, HSC

Interim Director, Internal Audit

Associate University Counsel

Chief Medical Officer, SRMC

Executive Director System Development £IT, UNM Hospital
Clifton Larson Allen

Clifton Larson Allen

Clifton Larson Allen

Partner, KPMG LLP

Managing Director, KPMG LLP
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