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Independent Auditor’s Report 
 
 
To the Board of Directors 
The University of Arizona Health Network 
Tucson, Arizona 
 
 
Report on the Financial Statements 
We have audited the accompanying financial statements of University Family Care Health Plan (UFC) (a 
contract of University Physicians Health Plans—University Family Care, LLC, a component unit of The 
University of Arizona Health Network), as of and for the years ended June 30, 2013 and 2012, and the 
related notes to the financial statement, which collectively comprise UFC’s financial statements, as listed 
in the table of contents. 
 
Management’s Responsibility for the Financial Statements 
Management is responsible for the preparation and fair presentation of these financial statements in 
accordance with accounting principles generally accepted in the United States of America; this includes 
the design, implementation and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud or 
error. 
 
Auditor’s Responsibility 
Our responsibility is to express an opinion on these financial statements based on our audits. We 
conducted our audits in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. 
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the financial statements. The procedures selected depend on the auditor’s judgment, including the 
assessment of the risks of material misstatement of the financial statements, whether due to fraud or 
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of 
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating 
the appropriateness of accounting policies used and the reasonableness of significant accounting 
estimates made by management, as well as evaluating the overall presentation of the financial 
statements. 
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the 
financial position University Family Care Health Plan (UFC) (a contract of University Physicians Health 
Plans—University Family Care, LLC, a component unit of The University of Arizona Health Network), as 
of June 30, 2013 and 2012, and the results of its operations and its cash flows for the years then ended in 
accordance with accounting principles generally accepted in the United States of America. 
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Emphasis of Matter 
As described more fully in Note 1, UFC is a contract of University Physicians Health Plans—University 
Family Care, LLC (UPHP-UFC, LLC) and was formerly operated as a division of University Physicians 
Healthcare (UPH). The accompanying financial statements present only UFC and do not purport to, and 
do not, present fairly the financial position of UPH or UPHP-UFC, LLC and their changes in net position 
and their cash flows in conformity with accounting principles generally accepted in the United States of 
America. 
 
As described more fully in Note 5, UFC’s contract with AHCCCS requires certain prerequisites to maintain 
eligibility as a party to the AHCCCS contract. Effective October 1, 2013, UFC will achieve compliance with 
certain of these prerequisites due to University Care Advantage, LLC (UCA), a related party through 
common control, holding a Medicare Advantage Special Needs Plan (Medicare SNP) contract with the 
Centers for Medicare & Medicaid Services. The UCA Medicare SNP contract has not been renewed for 
calendar year 2014, and UFC will no longer be in compliance with this AHCCCS requirement as of 
January 1, 2014. This lack of compliance could result in sanctions, financial penalties, required corrective 
action plans, or termination of the AHCCCS contract. 
 
Other Matters 
Our audits were conducted for the purpose of forming an opinion on the basic financial statements as a 
whole. The supplemental information is presented for purposes of additional analysis and is not a 
required part of the basic financial statements. Such information is the responsibility of management and 
was derived from and relates directly to the underlying accounting and other records used to prepare the 
financial statements. The information has been subjected to the auditing procedures applied in the audits 
of the financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial 
statements, or to the financial statements themselves, and other additional procedures in accordance with 
auditing standards generally accepted in the United States of America. In our opinion, the information is 
fairly stated in all material respects in relation to the financial statements as a whole.  
 
Management has omitted a management’s discussion and analysis for UFC that accounting principles 
generally accepted in the United States of America require to be submitted to supplement the basic 
financial statements. Such missing information, although not part of the basic financial statements, is 
required by the Governmental Accounting Standards Board, who considers it to be an essential part of 
financial reporting for placing the financial statements in an appropriate operational, economic or historic 
content. Our opinions on the basic financial statements are not affected by this missing information. 
 

 
 
Minneapolis, Minnesota 
October 23, 2013 
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University Family Care Health Plan
(A Contract of University Physicians Health Plans—University Family Care, LLC)

Balance Sheets
June 30, 2013 and 2012

Assets 2013 2012
Current Assets

Reinsurance receivable 8,258,388  $       6,499,466  $       
Capitation and supplemental revenues receivable 138,697              140,955              
Due from affiliate 42,374,434         42,511,185         
Reconciliation receivable 543,106              482,081              
Other current assets 876,177              1,132,563           

Total current assets 52,190,802         50,766,250         

Reconciliation Receivable 349,710              -                      
Other Assets 262,464              164,793              

Total 52,802,976  $     50,931,043  $     
  

Liabilities and Net Position

Current Liabilities
Accounts payable 759,278  $          1,160,551  $       
Medical claims payable 20,574,427         20,921,749         
Reconciliation payable 2,599,660           1,672,573           
Other current liabilities 749,542              131,756              

Total current liabilities 24,682,907         23,886,629         

Reconciliation Payable 157,805              1,950,018           
Total liabilities 24,840,712         25,836,647         

Commitments and Contingencies   

Unrestricted Net Position 27,962,264         25,094,396         
Total 52,802,976  $     50,931,043  $     

See Notes to Financial Statements.  
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University Family Care Health Plan
(A Contract of University Physicians Health Plans—University Family Care, LLC)

Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2013 and 2012

2013 2012
Revenues, net:

Capitation 178,688,967  $    206,792,775  $    
PPC capitation 4,626,285            5,492,966            
Delivery supplement 12,713,145          12,788,085          
TWG reconciliation settlement 839,312               (3,493,926)           
PPC reconciliation settlement 335,501               (1,220,092)           

Total revenues, net 197,203,210        220,359,808        

Health care expenses:
Hospitalization expenses:

Hospital inpatient 39,606,934          50,391,232          
PPC—hospital inpatient 2,686,563            2,105,070            

Total hospitalization expenses 42,293,497          52,496,302          

Medical compensation:
Primary care physician services 10,674,847          11,546,925          
Referral physician services 24,498,470          30,924,237          
Other professional services 6,554,467            6,614,022            
PPC—physician services 701,892               499,564               

Total medical compensation expenses 42,429,676          49,584,748          

Other medical expenses:
Emergency facility services 18,388,470          20,440,491          
Pharmacy 34,695,555          35,377,077          
Lab, X-ray and medical imaging 7,573,296            4,805,816            
Outpatient facility 21,891,413          25,234,353          
Durable medical equipment 1,941,849            1,802,841            
Dental 7,611,465            8,961,514            
Transportation 9,308,960            10,092,555          
Nursing facility, home health care 2,295,428            2,515,990            
Physical therapy (12,982)                (58,764)                
PPC—other 1,330,739            923,339               

Total other medical expenses 105,024,193        110,095,212        

Total health care expenses 189,747,366        212,176,262        

Less:
Reinsurance recoveries 13,893,284          17,545,452          
Third-party liability 3,207,458            634,699               

Total net health care expenses 172,646,624        193,996,111        

(Continued)  
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University Family Care Health Plan
(A Contract of University Physicians Health Plans—University Family Care, LLC)

Statements of Revenues, Expenses and Changes in Net Position (Continued)
Years Ended June 30, 2013 and 2012

2013 2012
Administrative expenses:

Compensation 9,568,406            9,676,510            
Data processing 1,164,920            1,063,465            
Management fees 2,075,721            1,802,126            
Interest 14,487                 27,801                 
Occupancy 113,403               165,178               
Depreciation 579,868               441,998               
Marketing 30,300                 50,303                 
Other 3,951,585            3,932,159            

Total administrative expenses 17,498,690          17,159,540          

Premium taxes 4,190,028            4,922,394            

Total operating expenses 194,335,342        216,078,045        

Operating gain 2,867,868            4,281,763            

Net position, beginning 25,094,396          20,812,633          
Net position, ending 27,962,264  $      25,094,396  $      

See Notes to Financial Statements.  
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University Family Care Health Plan
(A Contract of University Physicians Health Plans—University Family Care, LLC)

Statements of Cash Flows
Years Ended June 30, 2013 and 2012

2013 2012
Cash Flows From Operating Activities

Cash received for services provided and other operating activities 211,177,567  $    243,461,821  $    
Cash paid to providers and facilities (190,094,688)       (221,199,916)       
Cash paid for supplies, purchased services and other (21,219,630)         (22,198,374)         

Net cash provided by (used in) operating activities (136,751)               63,531                 

Cash Flows From Investing Activities
Change in due from affiliate  136,751               (63,531)                

Net change in cash and cash equivalents -                       -                       

Cash and Cash Equivalents, beginning -                       -                       
Cash and Cash Equivalents, ending -$                     -$                     

Reconciliation of Operating Gain to Net Cash Provided by (Used in)
Operating Activities
Operating gain 2,867,868  $        4,281,763  $        
Adjustments to reconcile operating gain to net cash provided by

(used in) operating activities:
Changes in assets and liabilities:

Reinsurance receivable (1,758,922)            1,417,601            
Capitation and supplemental revenues receivable  2,258                    27,902                 
Other current assets  256,386                442,045               
Reconciliation receivable (410,735)               1,101,015            
Other assets (97,671)                 131,834               
Accounts payable (401,273)              (224,856)              
Medical claims payable (347,322)              (9,023,654)           
Reconciliation payable (865,126)               2,065,134            
Other current liabilities  617,786               (155,253)              

Net cash provided by (used in) operating activities (136,751)  $          63,531  $             

See Notes to Financial Statements.  
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Note 1. Organization and Operations 

Organizational structure: University Family Care Health Plan (UFC or the Plan) provides health plan 
services to enrollees under a contract with the Arizona Health Care Cost Containment System (AHCCCS) 
in various counties in southern Arizona. Formerly operated by a division of University Physicians 
Healthcare (UPH), University Physicians Health Plans—University Family Care, LLC (UPHP-UFC, LLC) is 
a single-member Arizona limited liability company controlled by UPH. UPHP-UFC, LLC was formed to 
operate the Plan. The accompanying financial statements present the financial position and changes in 
net position of the Plan only and do not represent the financial position and changes in net position of 
UPH or UPHP-UFC, LLC. 
 
All of UFC’s revenues were earned under its AHCCCS contract. This contract is subject to renewal. In 
March 2013, UFC was awarded a new five-year contract with AHCCCS to operate the Plan through 
September 30, 2018. Continuation of the AHCCCS programs is dependent upon governmental policies. 
The loss of this contract would have an adverse effect on UFC’s future operations. 
 
In June 2010, The University of Arizona Health Network (the Corporation or UAHN) (formerly known as 
UA Healthcare, Inc.) was created to bring University Medical Center (UMC) and UPH together to align the 
two organizations strategically and operationally. After the creation of the Corporation, UMC’s and UPH’s 
bylaws were changed, designating the Corporation as UMC’s and UPH’s sole members and granting the 
Corporation certain reserved power and authority. The Plan is governed by the Board of UPH.  
 

Note 2. Summary of Significant Accounting Policies 

Basis of accounting: The Plan is a health care organization, as defined in the American Institute of 
Certified Public Accountants’ (AICPA) Audit and Accounting Guide, Health Care Entities, and follows 
accounting principles generally accepted in the United States of America. The Plan follows applicable 
Governmental Accounting Standards Board (GASB) principles and has prepared the Plan’s financial 
statements on the accrual basis of accounting, using the economic resources measurement focus. 
 
Use of estimates: The preparation of financial statements in conformity with accounting principles 
generally accepted in the United States of America requires management to make estimates and 
assumptions that affect the amounts of assets and liabilities and disclosure of contingent assets and 
liabilities at the date of the financial statements and the reported amounts of revenues and expenses 
during the reporting period. Actual results could differ from those estimates. 
 
Cash and cash equivalents: UAHN maintains all cash and cash equivalents generated by UFC. 
Therefore, there are no cash and cash equivalents presented in the accompanying balance sheet. The 
balance is maintained in due from affiliate and is due on demand from UAHN. As a result, UAHN 
assumes any credit risk associated with the cash and cash equivalents held on behalf of UFC. 
 
Reinsurance receivable: Reinsurance receivable represents management’s estimate of the medical 
claims cost it has earned that will be recoverable under its reinsurance contracts and is calculated based 
on the identification of qualifying incurred inpatient and pharmacy expenses and a percentage of 
estimated inpatient and other pharmaceutical costs incurred but not yet reported. As a result, there is at 
least a possibility that recorded estimates will change by a material amount in the near term. UFC 
recorded additional reinsurance recoveries of approximately $245,000 during 2013 and approximately 
$2,300,000 during 2012 that represents an increase in amounts over the 2012 and 2011 estimates, 
respectively. 



University Family Care Health Plan 
(A Contract of University Physicians Health Plans—University Family Care, LLC) 
 
Notes to Financial Statements 
 

8 

Note 2. Summary of Significant Accounting Policies (Continued) 

Medical claims payable: The costs of hospital and medical services provided to enrollees served under 
contract are accrued in the period that the services are rendered. A provision has been made for claims in 
process of review and for claims incurred but not received at year-end. The amount of this liability is 
computed using historical claims payment experience coupled with a review of experience for similar 
plans. Estimates are adjusted based upon changes in experience, and such adjustments are reflected in 
current operations. Although considerable variability is inherent in such estimates, there is at least a 
possibility that recorded estimates will change by a material amount in the near term. See also Note 3. 
 
Premium deficiency reserves: UFC performs periodic analysis of its expected future health care costs 
and maintenance costs to determine whether such costs will exceed anticipated future revenues under its 
contracts. Should expected costs exceed anticipated revenues, a premium deficiency reserve is accrued. 
Investment income is not included in the calculation of premium deficiency reserves. UFC contract rates 
and anticipated expenses did not require a premium deficiency reserve at June 30, 2013 or 2012. 
 
Unrestricted net position: Unrestricted net position is the remaining net position that does not meet the 
definition of restricted or invested in capital assets in accordance with GASB Statement No. 63—Financial 
Reporting of Deferred Outflows of Resources, Deferred Inflows of Resources, and Net Position. 
 
Capitation revenues: Capitation revenues include premiums earned under contracts that require UFC to 
provide health care services to subscribers of AHCCCS for monthly capitation fees, as agreed upon by 
UFC and AHCCCS. Capitation revenues are recognized as revenue in the period to which health care 
coverage relates. Amounts receivable under these contracts are recorded as capitation and supplemental 
revenue receivable. Capitation rates for nonreconciled risk groups are subject to adjustment based on 
national episodic/diagnostic risk. As such, there is at least a possibility that recorded amounts will change 
by a material amount in the near term.  
 
Supplemental revenue: Delivery supplemental revenue is recognized upon the delivery of a child by a 
member assigned to UFC during a prospective enrollment period. This supplemental payment does not 
include payment for deliveries of those members who deliver in a prior coverage period.  
 
Reconciliation settlements: Amounts due to (from) the State of Arizona for prior-period coverage (PPC) 
reconciliation settlement revenue (expense) represents UFC’s profit or loss in excess of 2 percent for the 
population and is estimated based upon the State’s applicable policy. Because the reconciliation 
settlement is subject to change based on claims experience, there is at least a possibility that recorded 
reconciliation settlements will change by a material amount in the near term. 
 
Amounts due to (from) the State of Arizona for the Title XIX Waiver Group (TWG) reconciliation 
settlement represents UFC’s profit or loss for these members in excess of 3 percent for the population. 
For the contract year ending September 30, 2013, the TWG reconciliation settlement represents UFC’s 
profit or loss for these members in excess of 2 percent for the nonmedical expense deduction (nonmed) 
population. Because the reconciliation settlement is subject to change based on claims experience, there 
is at least a possibility that recorded reconciliation settlements will change by a material amount in the 
near term. 
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Note 2. Summary of Significant Accounting Policies (Continued) 

Amounts due to (from) the State of Arizona for the Prospective Tiered reconciliation settlement represents 
UFC’s profit or loss for the prospective non-TWG members. For the contract year ending September 30, 
2013, this tiered reconciliation settlement represents UFC’s profit or loss for these members in excess of 
3 percent to 6 percent of capitation. Because the reconciliation settlement is subject to change based on 
claims experience, there is at least a possibility that recorded reconciliation settlements will change by a 
material amount in the near term. 
 
Administrative expenses: Administrative expenses are recognized as incurred and consist of 
administrative expenses that directly relate to the AHCCCS program and an allocation for general and 
administrative expenses. 
 
Premium tax: The State of Arizona imposes a premium tax on capitation payments paid to the Plan by 
AHCCCS. The Plan receives the premium tax from AHCCCS and remits the entire amount to the 
appropriate taxing authority. The Plan includes the taxes collected as revenues and taxes remitted as an 
expense in the accompanying statements of revenues, expenses and changes in net position.  
 
Income taxes: UFC is a single-member limited liability company and accordingly does not file its own tax 
return. All activity of UFC is reported on the tax returns of UPH. UPH is recognized as a tax-exempt 
organization for federal income tax purposes under Section 501(c)(3) of the Internal Revenue Code. UPH 
has also been recognized as a tax-exempt organization for state income tax purposes. Accordingly, no 
income taxes are provided in the accompanying financial statements.  
 
UPH is only subject to income taxes on unrelated business taxable income (UBTI). As a result, UPH is 
required to file informational returns for federal and state purposes and, if it has UBTI, federal and state 
income tax returns. With limited exceptions, UPH is no longer subject to tax examination for any years 
ended earlier than June 30, 2009, for federal and June 30, 2008, for state. Management has performed 
its evaluation of tax positions taken on all open tax returns and has determined that there were no 
positions taken that do not meet the “more likely than not” standard. 
 
Risk management: UFC is exposed to various risks of loss from torts, business interruption, errors and 
omissions, and natural disasters. Commercial insurance coverage is purchased by UPH for claims arising 
from such matters.  
 
The Plan receives reinsurance coverage from the State of Arizona to reduce the risk of catastrophic loss 
on services provided under the AHCCCS program. The gross capitation rates were reduced by the 
reinsurance cost. Under the state program, risk of loss for inpatient claims is generally limited to an 
annual deductible of $20,000 per member, per policy year. Eligible claims in excess of the deductible are 
generally paid at either 75 percent or 85 percent, depending on the type of claim, with no maximum 
annual benefit. Eligible reinsurance claims are reported in the accompanying financial statements as a 
reduction of health care expenses at the amount expected to be collected from AHCCCS. 
 
Subsequent events: All of the effects of subsequent events that provide additional evidence about 
conditions that existed at the financial statement date, including the estimates inherent in the process of 
preparing the financial statements, are recognized in the financial statements. The Plan does not 
recognize subsequent events that provide evidence about conditions that did not exist at the financial 
statement date but arose after, but before the financial statements are available to be issued. In some 
cases, nonrecognized subsequent events are disclosed to keep the financial statements from being 
misleading.  
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Note 2. Summary of Significant Accounting Policies (Continued) 

UFC has evaluated events and transactions occurring subsequent to June 30, 2013, through October 23, 
2013, the date of issuance of the financial statements. During this period, there were no events requiring 
recognition in the financial statements. Additionally, there were no nonrecognized subsequent events 
requiring disclosure, with the exception of the lack of a Medicare Advantage Special Needs Plan 
(Medicare SNP) contract renewal with the Centers for Medicare & Medicaid Services for calendar year 
2014, as disclosed in Note 5. 
 
Adoption of accounting pronouncement: During the year ended June 30, 2013, UFC implemented 
GASB Statement No. 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of 
Resources, and Net Position. This statement is intended to improve financial reporting by providing 
citizens and other users of state and local government financial reports with information about how past 
transactions will continue to affect a government’s financial statements in the future. This statement 
provides a new format to report all assets, deferred outflows of resources, liabilities, deferred inflows of 
resources, and net position (which is the net residual amount of the other elements). The statement 
requires that deferred outflows of resources and deferred inflows of resources be reported separately 
from assets and liabilities. This statement also amends certain provisions of Statement No. 34, Basic 
Financial Statements—and Management’s Discussion and Analysis—for State and Local Governments, 
and related pronouncements to reflect the residual measure in the statement of financial position as net 
position, rather than net assets. As UFC does not have deferred inflows or outflows falling within the 
scope of this statement, the only effect of its implementation was to change the terminology within the 
financial statements from net assets to net position. 
 

Note 3. Medical Claims Payable 

Medical claims payable consists of the following at June 30, 2013 and 2012: 
 

2013 2012

Claims payable or pending approval 7,536,772  $        9,121,633  $        
Provisions for claims incurred but not yet reported 13,037,655          11,800,116          

20,574,427  $      20,921,749  $       
 
The cost of health care services is recognized in the period in which care is provided and includes an 
estimate of the cost of services that has been incurred but not yet reported. The Plan estimates accrued 
claims payable based on historical claims payments and other relevant information. Unpaid claims 
adjustment expenses are an estimate of the cost to process the incurred but not reported claims and are 
included in medical claims payable. Estimates are continually monitored and reviewed, and as 
settlements are made or estimates adjusted, differences are reflected in current operations. Such 
estimates are subject to the impact of changes in the regulatory environment and economic conditions. 
Given the inherent variability of such estimates, the actual liability could differ significantly from the 
amounts provided. While the ultimate amount of claims paid is dependent on future developments, 
management is of the opinion that the accrued medical claims payable is adequate. 
 



University Family Care Health Plan 
(A Contract of University Physicians Health Plans—University Family Care, LLC) 
 
Notes to Financial Statements 
 

11 

Note 3. Medical Claims Payable (Continued) 

The following is a reconciliation of the accrued claims payable for the years ended June 30, 2013 and 
2012: 
 

2013 2012

Beginning balance 20,921,749  $      29,945,403  $      

Incurred:
Current 189,238,442        215,756,370        
Prior 508,924               (3,580,108)           

Total 189,747,366        212,176,262        

Paid:
Current 168,664,015        194,869,621        
Prior 21,430,673          26,330,295          

Total 190,094,688        221,199,916        
Ending balance 20,574,427  $      20,921,749  $       
 
Amounts incurred related to prior years vary from previously estimated liabilities as the claims are 
ultimately adjudicated and paid. Liabilities at any year-end are continually reviewed and re-estimated as 
information regarding actual claim payments becomes known. This information is compared to the 
originally established year-end liability. Negative amounts reported for incurred, related to prior years, 
result from claims being adjudicated and paid for amounts less than originally estimated. Positive 
amounts reported for incurred, related to prior years, result from claims being adjudicated and paid for 
amounts greater than originally estimated. 
 

Note 4. Related-Party Transactions 

UFC purchases physician and hospital-based health care services for its members from UPH and UMC. 
During 2013 and 2012, UFC paid claims for medical expenses to UPH and UMC totaling $36,179,486 
and $39,645,795, respectively. In addition, UFC purchases administrative services from UPH, which are 
recognized as administrative expenses in the statements of revenues, expenses and changes in net 
position. 
 
At June 30, 2013 and 2012, UFC had a receivable totaling $42,374,434 and $42,511,185, respectively, 
due from UAHN. 
 

Note 5. Commitments and Contingencies 

Litigation: The Plan is party to various legal actions and is subject to various claims arising in the 
ordinary course of business. Management believes that the disposition of these matters will not have a 
material adverse effect on the Plan’s financial position or results of operations. 
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Note 5. Commitments and Contingencies (Continued) 

AHCCCS performance measures: UFC’s contract with AHCCCS requires the Plan to be in compliance 
with certain financial and nonfinancial performance measures, as well as certain prerequisites to maintain 
UFC’s eligibility as a party to the contract with AHCCCS. Effective October 1, 2013, UFC will achieve 
compliance with certain of these prerequisites due to University Care Advantage, LLC (UCA), a related 
party through common control, holding a Medicare Advantage Special Needs Plan (Medicare SNP) 
contract with the Centers for Medicare & Medicaid Services. The UCA Medicare SNP contract has not 
been renewed for calendar year 2014, and UFC will no longer be in compliance with this AHCCCS 
requirement as of January 1, 2014. This lack of compliance could result in sanctions, financial penalties, 
required corrective action plans, or termination of the AHCCCS contract. During fiscal year 2013, for the 
contract year ended September 30, 2011, management has determined that the Plan did not meet certain 
AHCCCS nonfinancial performance measures. In response to these violations, AHCCCS may require 
UFC to submit a corrective action plan to cure the violations and may subject the Plan to sanctions of an 
estimated $200,000. At June 30, 2013, UFC has accrued $200,000 related to this potential liability. Due 
to the uncertainty of the outcome of AHCCCS’ review, it is at least reasonably possible that recorded 
estimates will change by a material amount in the near term. 
 
Performance bond: UPH secured an annual performance bond on behalf of UFC in the amount of 
$15,500,000 with an unrelated third-party insurance company to satisfy the performance bond 
requirement of UFC’s AHCCCS contract. The bond satisfies UFC’s contractual obligation as prescribed 
by AHCCCS. The current performance bond expires December 31, 2013.  
 
Health care regulatory environment: The health care industry is subject to numerous laws and 
regulations of federal, state and local governments. These laws and regulations include, but are not 
necessarily limited to, matters such as licensure, accreditation, government health care program 
participation requirements, and reimbursement for patient services. Government activity has continued 
with respect to investigations and allegations concerning possible violations of fraud and abuse statutes 
and regulations by health care providers. Violations of these laws and regulations could result in 
expulsion from government health care programs together with the imposition of significant fines and 
penalties, as well as significant repayments for patient services previously billed. Management believes 
that UFC is in compliance with fraud and abuse as well as other applicable government laws and 
regulations. Compliance with such laws and regulations can be subject to future government review and 
interpretation as well as regulatory actions unknown or unasserted at this time. 
 
 



 

 

Supplemental Information 
 
 



 

13 

University Family Care Health Plan
(A Contract of University Physicians Health Plans—University Family Care, LLC)

Medical Claims Payable Report
Year Ended June 30, 2013

Payment Qtr Current 1st Prior 2nd Prior 3rd Prior 4th Prior 5th Prior 6th Prior* Total

Current 25,488,144  $    15,577,404  $    2,261,164  $    600,703  $       324,419  $       86,620  $        63,365  $              44,401,819  $         

1st Prior -                      25,452,430         15,552,652       1,314,886         224,475           (25,797)           (87,404)                  42,431,242             

2nd Prior -                     -                      26,306,632       16,278,757       1,838,011         433,294           547,095                 45,403,789             

3rd Prior -                     -                     -                    27,846,850       15,599,548       1,441,600        1,691,114              46,579,112             

4th Prior -                     -                     -                   -                    28,251,962       16,240,613      4,106,647              48,599,222             

5th Prior -                     -                     -                   -                   -                    31,587,967      23,876,472            55,464,439             

6th Prior* -                     -                     -                   -                   -                   -                   1,115,330,902       1,115,330,902        

Total  25,488,144         41,029,834         44,120,448       46,041,196       46,238,415       49,764,297      1,145,528,191       1,398,210,525        

Expense  42,305,290         42,629,194         45,953,741       46,848,079       43,354,810       49,147,583      1,148,546,255       1,418,784,952        

Adjustment  1,118,528           594,808             (1,520,272)       (747,102)           2,954,388         617,714          (3,018,064)            -                          

Remaining  17,935,674         2,194,168           313,021            59,781              70,783              1,000              -                         20,574,427             

*Amounts in this column or row include the amounts for the 6th prior period and any earlier periods where the expenses reported exceed the
 payments made to date.
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University Family Care SSI SSI SOBRA Title State State
Year Ended: 06/30/2013 TANF TANF TANF TANF TANF TANF With Without Non- Family SOBRA XIX Only Only Grand
Total Counties < 1 MF 1–13 MF 14–44 F 14–44 M 45+ Total Med Med MED MED Planning Moms Total Transplants Total Total

REVENUES AND EXPENSES
Member months  

SOBRA FPS member months -                   -                 -                 -                   -                 -                   -               -                 -               -                 2,829         -                 2,829               -            -        2,829               
PPC member months 730                  10,392           6,426             3,416               1,041             22,005             1,056           2,620             -               267                -             1,262             5,205               -            -        27,210             
Pros. member months 31,791             290,824         155,084         82,679             30,939           591,317           78,122         55,615           -               75,221           -             10,407           219,365           -            -        810,682           

Total member months 32,521             301,216         161,510         86,095             31,980           613,322           79,178         58,235           -               75,488           2,829         11,669           227,399           -            -        840,721           
Pros. & FPS member months 31,791             290,824         155,084         82,679             30,939           591,317           78,122         55,615           -               75,221           2,829         10,407           222,194           -            -        813,511           
Pros. & PPC member months 32,521             301,216         161,510         86,095             31,980           613,322           79,178         58,235           -               75,488           -             11,669           224,570           -            -        837,892           

REVENUES
305 Capitation 14,077,348      27,279,238    34,589,656    11,220,133      11,059,259    98,225,634      9,341,402    39,968,781    -               28,792,139    38,211       2,322,800      80,463,333      -            -        178,688,967    
310 PPC capitation 675,984           600,596         1,139,678      475,376           346,741         3,238,375        112,876       883,962         -               168,764         -             222,308         1,387,910        -            -        4,626,285        
312 Hospital supplement (adj for CYE ‘08 and prior) -                   -                 -                 -                   -                 -                   -               -                 -               -                 -             -                 -                   -            -        -                   
315 Delivery supplement -                   -                 4,676,176      -                   -                 4,676,176        22,726         176,611         -               86,858           -             7,750,774      8,036,969        -            -        12,713,145      
321 TWG settlement -                   -                 -                 -                   -                 -                   -               -                 -               839,312         -             -                 839,312           -            -        839,312           
322 PPC settlement 9,168               147,049         86,574           46,504             17,627           306,922           21,593         20,145           (6,449)          (7,832)            -             1,122             28,579             -            -        335,501           
325 Investment income -                   -                 -                 -                   -                 -                   -               -                 -               -                 -             -                 -                   -            -        -                   
330 Other income -                   -                 -                 -                   -                 -                   -               -                 -               -                 -             -                 -                   -            -        -                   

TOTAL REVENUES 14,762,500      28,026,883    40,492,084    11,742,013      11,423,627    106,447,107    9,498,597    41,049,499    (6,449)          29,879,241    38,211       10,297,004    90,756,103      -            -        197,203,210    
EXPENSES
Hospitalization:

402 Hospital inpatient 10,693,727      2,071,096      5,099,368      1,330,732        1,494,776      20,689,699      1,064,912    8,780,171      (29,612)        5,030,326      10,643       4,060,549      18,916,989      246            246       39,606,934      
406 PPC—hospital inpatient 698,145           135,125         548,012         204,051           165,819         1,751,152        6,646           1,005,632      (25,918)        (250,732)        -             199,783         935,411           -        2,686,563        

Total hospitalization 11,391,872      2,206,221      5,647,380      1,534,783        1,660,595      22,440,851      1,071,558    9,785,803      (55,530)        4,779,594      10,643       4,260,332      19,852,400      246            246       42,293,497      
Medical compensation:

408 Primary care physician 1,823,149        3,203,392      1,788,685      613,043           535,231         7,963,500        321,229       1,135,550      (2,638)          1,091,732      706            164,768         2,711,347        -            -        10,674,847      
410 Referral physician 2,112,198        2,207,003      5,328,025      1,615,092        1,769,547      13,031,865      1,009,037    4,768,154      (24,049)        3,466,264      10,810       2,236,389      11,466,605      -            -        24,498,470      
412 Other professional 285,390           1,730,710      1,640,132      541,606           395,692         4,593,530        171,836       754,477         (1,350)          795,698         2,420         237,856         1,960,937        -            -        6,554,467        
414 PPC—physician services 141,031           66,366           147,784         38,824             80,902           474,907           6,670           192,265         (10,554)        (38,875)          -             77,479           226,985           -            -        701,892           

Total medical compensation 4,361,768        7,207,471      8,904,626      2,808,565        2,781,372      26,063,802      1,508,772    6,850,446      (38,591)        5,314,819      13,936       2,716,492      16,365,874      -            -        42,429,676      
Other medical expenses:

416 Emergency facility services 854,548           3,422,762      4,956,173      1,639,229        804,335         11,677,047      555,867       3,270,220      (7,440)          2,525,039      6,872         360,865         6,711,423        -        18,388,470      
418 Pharmacy 480,031           3,083,517      4,485,508      2,527,499        2,473,657      13,050,212      416,469       15,691,269    (1,313)          5,318,523      7,966         212,427         21,645,341      2                2           34,695,555      
420 Lab, X-ray and medical imaging 143,743           366,928         2,415,850      369,877           809,192         4,105,590        175,150       1,491,577      (9,369)          1,224,589      8                585,751         3,467,706        -            -        7,573,296        
422 Outpatient facility 391,518           1,979,892      4,991,423      1,361,990        1,863,560      10,588,383      1,654,161    4,934,474      (16,726)        4,056,156      948            674,017         11,303,030      -            -        21,891,413      
424 Durable medical equipment 161,231           309,667         196,726         92,642             128,860         889,126           66,995         748,314         (4,167)          240,115         -             1,466             1,052,723        -            -        1,941,849        
426 Dental 318,701           2,533,655      1,490,708      775,896           310,169         5,429,129        781,588       548,204         (344)             735,759         15,733       101,396         2,182,336        -            -        7,611,465        
428 Transportation 541,892           1,555,291      1,651,754      688,914           423,435         4,861,286        575,398       2,227,182      (2,680)          1,372,140      4,443         271,191         4,447,674        -            -        9,308,960        
430 Nursing facility, home health care 8,493               14,529           235,458         82,613             175,143         516,236           367,188       958,873         (3,216)          435,058         -             21,289           1,779,192        -            -        2,295,428        
432 Physical therapy -                   (750)               (4,425)            (1,202)              (1,002)            (7,379)              378              (2,323)            (139)             (3,510)            -             (9)                   (5,603)              -            -        (12,982)            
436 Miscellaneous medical expenses -                   -                 -                 -                   -                 -                   -               -                 -               -                 -             -                 -                   -            -        -                   
438 PPC—other 55,963             187,607         395,856         123,177           84,081           846,684           27,133         367,686         (17,778)        (75,738)          -             182,752         484,055           -            -        1,330,739        

Total other medical expenses 2,956,120        13,453,098    20,815,031    7,660,635        7,071,430      51,956,314      4,620,327    30,235,476    (63,172)        15,828,131    35,970       2,411,145      53,067,877      2                2           105,024,193    
TOTAL MEDICAL EXPENSES 18,709,760      22,866,790    35,367,037    12,003,983      11,513,397    100,460,967    7,200,657    46,871,725    (157,293)      25,922,544    60,549       9,387,969      89,286,151      248            248       189,747,366    

Less:
440 Reinsurance (3,126,108)       (1,251,823)     (458,805)        (545,403)          (405,841)        (5,787,980)       (9,127)          (7,041,279)     7,853           (766,012)        -             (296,739)        (8,105,304)       -            -        (13,893,284)     
442 Third-party liability (257,912)          (457,609)        (734,817)        (235,354)          (119,224)        (1,804,916)       (40,930)        (301,605)        (92,288)        (654,645)        (298)           (312,776)        (1,402,542)       -            -        (3,207,458)       

TOTAL NET MEDICAL EXPENSES 15,325,740      21,157,358    34,173,415    11,223,226      10,988,332    92,868,071      7,150,600    39,528,841    (241,728)      24,501,887    60,251       8,778,454      79,778,305      248            248       172,646,624    

TOTAL ADMIN EXPENSES 677,586           6,274,861      3,363,299      1,793,116        665,400         12,774,262      1,649,209    1,211,628      (1)                 1,562,284      59,212       242,096         4,724,428        -            -        17,498,690      

TOTAL EXPENSES 16,003,326      27,432,219    37,536,714    13,016,342      11,653,732    105,642,333    8,799,809    40,740,469    (241,729)      26,064,171    119,463     9,020,550      84,502,733      248            248       190,145,314    

Income (loss) from operations (1,240,826)       594,664         2,955,370      (1,274,329)       (230,105)        804,774           698,788       309,030         235,280       3,815,070      (81,252)      1,276,454      6,253,370        (248)          (248)      7,057,896        
Nonoperating income (loss) -                   -                 -                 -                   -                 -                   -               -                 -               -                 -             -                 -                   -            -        -                   
Income (loss) before taxes (1,240,826)       594,664         2,955,370      (1,274,329)       (230,105)        804,774           698,788       309,030         235,280       3,815,070      (81,252)      1,276,454      6,253,370        (248)          (248)      7,057,896        
Income taxes -                   -                 -                 -                   -                 -                   -               -                 -               -                 -             -                 -                   -            -        -                   
Premium taxes 351,623           588,230         828,405         247,756           238,906         2,254,920        190,327       932,550         (163)             597,282         777            214,335         1,935,108        -            -        4,190,028        

NET INCOME (LOSS) (1,592,449)       6,434             2,126,965      (1,522,085)       (469,011)        (1,450,146)       508,461       (623,520)        235,443       3,217,788      (82,029)      1,062,119      4,318,262        (248)          (248)      2,867,868        
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Michael Waldrum, M.D. MS, MBA Director, President & CEO
Steven W. Lynn Chairperson
Michael H. Covert Vice Chairperson
Kevin P. Larson Treasurer
Nancy C. Loftin J.D. Secretary
Leo Brennan Director
Peter Calihan Director
Mindy J. Fain M.D. Director
Martha W. Gilliland Ph.D. Director
Leonard M. Jessup Ph.D. Director
Diego Martin M.D., Ph.D. Director
Dennis R. Minano J.D. Director
Santiago Munoz Director
Ole J. Thienhaus M.D. Director
Ann Weaver Hart Ph.D. Director
Anne Mariucci Director
Steve Goldschmid M.D. Director  
 


