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KPMG

the Medical Center § internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the Medical Center §
internal control over financial reporting and compliance.

KPMe LLP

Albuquerque, New Mexico
October 10, 2022
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

ODQDJHPHQWYV 'LVFXVVLRQ DQG $QDO\VLV
June 30, 2022 and 2021

On July 27, 2022, CMS issued the proposed calendar year (CY) 2023 Outpatient Prospective Payment
System (OPPS) rule. CMS proposes to raise the base OPPS Payment rate by 2.7%. CMS proposed
continuation of average sales price minus 22.5% for 340b drugs; however, in light of the Supreme Court §
June 15, 2022 decision in American Hospital Association v. Becerra, in which the Court struck down a CMS
rule providing payment for average sales price (ASP) minus 22.5% as a violation of the Medicare Act, upon
finalizing the proposed rule CMS fully intends to revert back to ASP plus 6% in the OPPS Final Rule for CY
2023. CMS intends to make this 340b budget neutral and will be reducing the conversion factor to
accommodate for the 340b reimbursement increase. The overall impact of the proposed OPPS rule on the
Medical Center § reimbursement is estimated to be an increase of 3.98% or $0.3 million.

Medicare Disproportionate Share Hospital (DSH)

The Medical Center § Uncompensated Care (UC) DSH payments are estimated to decrease $0.1 million in
fiscal year 2023. Under the 2023 Final IPPS Rule, CMS finalized to use two year of UC data from
worksheet S-10 of the Medicare cost report to calculate each hospital § share of UC in the DSH calculation.
For fiscal year 2023 UC-based DSH payments, CMS finalized to use federal fiscal year 2018 and 2019 cost
report data, which is the Medical Center § fiscal year ending June 30, 2019 and 2020, which CMS has
audited.

Coronavirus Disease “COVID-19” Pandemic

On March 11, 2020, the World Health Organization declared the novel coronavirus disease (COVID-19)
outbreak a global pandemic. COVID-19 is an infectious disease caused by severe acute respiratory
syndrome coronavirus 2 (SARS-CoV-2). It was first identified in December 2019 in Wuhan, Hubei, China,
and has resulted in an ongoing pandemic. On January 31, 2020, Health and Human Services Secretary
Alex Azar |l declared a Public Health Emergency (PHE) for the United States to help the healthcare
community respond to COVID-19. On March 13, 2020, the American College of Surgeons issued
Recommendations for Management of Elective Surgical Procedures, which included recommendations on
minimizing, postponing, or cancelling elective surgeries, endoscopies, or other invasive procedures. On
March 24, 2020, the New Mexico Department of Health issued a Public Health Order prohibiting hospitals
and other healthcare facilities from providing nonessential healthcare services, procedures, and surgeries.
The Medical Center resumed nonessential healthcare services, procedures, and surgeries in early

June 2020, shortly after the New Mexico Public Health Order for nonessential healthcare services was
lifted. Although nonessential services have resumed, ambulatory and ancillary volumes did not return to
budgeted levels until part way through fiscal year 2022. The COVID-19 pandemic is ongoing and the
national PHE order is still in place.

In response to the economic impact of COVID-19, the CARES Act was enacted by Congress and was
subsequently signed into law on March 27, 2020. The Medical Center suspended non-emergent or
non-critical surgeries, procedures and appointments from mid-March 2020 through various times in fiscal
year 2021 and 2022. The CARES Act authorizes $100 billion in funding to hospitals and other healthcare
providers to be distributed through the Public Health and Social Services Emergency Fund (PHSSEF).
Payments from the PHSSEF are intended to compensate healthcare providers for lost revenues and
incremental expenses incurred in response to the COVID-19 pandemic and are not required to be repaid
provided the recipients attest to and comply with certain terms and conditions, including limitations on
balance billing and not using PHSSEF funds to reimburse expenses or losses that other sources are
obligated to reimburse. In fiscal years 2022, 2021, and 2020, the Medical Center received approximately
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of University of New Mexico)

Statements of Cash Flows

Years ended June 30, 2022 and 2021

Cash flows from operating activities:
Cash received from patient services
Cash payments to employees
Cash payments to suppliers and contractors

2022

2021

95,492,789
(36,911,613)
(57,588,332)

83,520,597
(34,537,849)
(45,526,199)

Cash payments to related parties (4,828,638) (5,383,328)
Cash payments to Department of Revenue (1,798,550) (2,215,013)
Other receipts 1,650,355 1,357,716

Net cash used in operating activities (3,983,989) (2,784,076)

Cash flows from noncapital financing activities:

Cash received from Sandoval County mill levy 7,381,981 6,878,846
Cash received from CARES Act funding 1,134,200 3,400,000
Cash received from FEMA 343,352 172,792
Cash received from contributions 14,544 23,111

Net cash provided by noncapital financing activities 8,874,077 10,474,749

Cash flows from capital financing activities:

Purchases of capital assets (4,244,870) (4,714,674)
Principal payments on mortgage (5,708,461) (5,134,468)
Payments for mortgage interest and insurance (2,600,785) (2,162,787)
Payments into mortgage reserve fund (182,309) (187,827)
Principal and interest payments on lease (341,048) —
Cash received from federal bond subsidy — 877,713
Interest payments on bonds — (2,573,150)
Cash payment to refunded bond escrow agent — (2,431,946)
Principal payments on bonds — (113,280,000)
Cash received from mortgage refinancing — 111,440,227

Net cash used in capital financing activities

Cash flows from investing activities:

(13,077,473)

(18,166,912)

Interest on investments — 104
Net cash provided by investing activities — 104

Net decrease in cash and cash equivalents (8,187,385) (10,476,135)

Cash and cash equivalents, beginning of year 27,906,640 38,382,775
Cash and cash equivalents, end of year 19,719,255 27,906,640
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of University of New Mexico)

Statements of Cash Flows

Years ended June 30, 2022 and 2021

2022

Reconciliation of operating loss to net cash used in operating activities:
Operating loss $ (9,205,398)
Adjustments to reconcile operating loss to net cash (used in)
provided by operating activities:
Depreciation expense 6,251,115
Provision for doubtful accounts 5,606,781

2021

(8,067,482)

5,452,586
4,951 ,4,s



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

Notes to Financial Statements
June 30, 2022 and 2021

(1) Description of Business
UNM Sandoval Regional Medical Center Inc. (SRMC or the Medical Center) is a corporation formed by the

21 (Continued)




































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

Notes to Financial Statements
June 30, 2022 and 2021

July 2020 defeasance date. The deferred outflow will be amortized over the life of the mortgage, which is
the same as the life of the defeased bonds. The Medical Center completed the mortgage refinance to
reduce its total debt service payments over the next 16 years by $17.6 million and to obtain an economic
gain (difference between the present values of the old and new debt service payments) of $13.7 million.

The mortgage note with KeyBank National Association has an original outstanding principal amount of
$111.5 million with monthly principal payments of $0.6 million until July 2037, for a total of 204 installments.
The note is insured by the United States Department of Housing and Urban Development and is
collateralized by the Medical Center building.

Mortgage payable activity consists of the following:

Mortgage payable

Total

Mortgage payable

Total

Year ended June 30, 2022

Amounts
Beginning Principal Principal Ending due within
balance additions payments balance one year
$ 106,385,667 (5,708,461) 100,677,206 5,822,520
$ 106,385,667 2 (5,708,461) 100,677,206 5,822,520
Year ended June 30, 2021
Amounts
Beginning Principal Principal Ending due within
balance additions payments balance one year
$ 2 111,520,135 (5,134,468) 106,385,667 5,708,461
$ 2 111,520,135 (5,134,468) 106,385,667 5,708,461

The following schedule summarizes the required future principal and interest mortgage payments as of

June 30, 2022:

Fiscal year Principal Interest

2023 $ 5,822,520 1,940,758
2024 5,938,858 1,824,420
2025 6,057,520 1,705,758
2026 6,178,553 1,584,724
2027 6,302,005 1,461,273
+ 33,449,879 5,366,510

+ 36,927,871 1,888,518

$ 100,677,206 15,771,961
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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, 2022 and 2021

A summary of net patient revenues is as follows for the years ended June 30:

2022 2021
Charges at established rates $ 246,956,776 221,117,494
Charity care (3,134,954) (2,135,208)
Contractual adjustments (137,866,099) (129,137,201)
Provision for doubtful accounts (5,606,781) (4,951,343)
Net patient senice revenues $ 100,348,942 84,893,742

(12) Charity Care

The Medical Center maintains records to identify and monitor the level of charity care it provides. These
records include the amount of charges foregone for services and supplies furnished under its charity care
policy. The following information measures the level of charity care provided during the years ended

June 30:
2022 2021
Charges foregone, based on established rates $ 3,134,954 2,135,208
Estimated costs and expenses incurred to provide charity care 1,416,999 918,139
Equivalent percentage of charity care charges foregone to
total gross revenue 1.3% 1.0%

The estimated cost of providing charity care is based on a calculation that applies a ratio of costs to
charges to the gross uncompensated charges associated with providing care to charity patients. The ratio
of cost to charges is calculated based on the Medical Center § total operating expenses divided by gross
patient service charges.

(13) Malpractice Insurance

Under the terms of the URPEDA, the Medical Center has governmental immunity from tort liability except
as set forth in the New Mexico Tort Claims Act, Sections 41-4-1 et seq. NMSA 1978, as amended
(NMTCA). In this connection, the New Mexico Legislature waived the state § and the Medical Center §
immunity for tort claims arising out of negligence of Medical Center employees in the operation of its
hospital, the negligent treatment of the Medical Center § patients by Medical Center employees, and the
negligence of Medical Center employees in providing healthcare services. Additionally, as described below,
consistent with the provisions of URPEDA, the Medical Center elected to purchase its medical malpractice,
professional, and general liability coverage from the Risk Management Division of the State of New Mexico
General Services Department (RMD), who administers the Public Liability Fund established under the
NMTCA.

The NMTCA limits, as an integral part of this waiver of immunity, the amount of damages that can be

assessed against the Medical Center on any tort claim, including medical malpractice, professional, or
general liability claims. The NMTCA provides that total liability for all claims that arise out of a single
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KPMG

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of the Medical Center § internal
control or on compliance. This report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Medical Center § internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

KPMe LLP

Albuquerque, New Mexico
October 10, 2022
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UNM SANDOVAL REGIONAL MEDICAL CENTER, INC.
(A Component Unit of the University of New Mexico)

Exit Conference
June 30, 2022

An exit conference was conducted on October 4, 2022, 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 Board Member

Michael Richards, MD Senior Vice President for Clinical Affairs

Jamie Silva-Steele Chief Executive Officer and President, SRMC
Darlene Fernandez Chief Financial Officer, SRMC

Pam Demarest Chief Operating Officer and Chief Nursing Officer, SRMC
Robin Cole Controller, SRMC

Angela Vigil Executive Director of Compliance, UNM Hospital
Victor Griego Director, Internal Audit

Emily Young Associate University Counsel

Matthew Wilks, MD Chief Medical Officer, SRMC

Dave Stryzewski Clifton Larson Allen

Ajay Gupta Clifton Larson Allen

Randy Romes
Javier Young
John Kennedy

Susan Warren

Clifton Larson Allen
Clifton Larson Allen
Partner, KPMG LLP

Partner, KPMG LLP
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