
Physician office records Our review of physician office records revealed that these records have not been updated timely which has delayed the monthly reconciliation process. We recommend these records be updated and maintained on a timcl), basis just as the hospital's records are maintained. Ho.wital's re,wonse - Personnel working in the physician offices are new employees and hospital accout,li,~U personnel will discuss with the physician office personnel as to the proper procedures Io follow in updating thc clinic's financial rtx:ords. 
I)r. Baldwin col)lracl We understand the terms of the Baldwin contract and the actual activity arc different due to some verbal modifications to the written contract. For example, the written contract calls for Baldwin to repay the ad,,tulcc made to him in payments of $6,000 per month for six months; however, l)r. Baldwin is currently paying S3,1~)(I per month. Also, the contract indicates the Hospital is to purcha~-~ equipment which will remain the propmt?, o1 the Hospital and Baldwin is to lease the equipment. Instead, Baldwin purchased some of the equipment ~hilc other equipment and slart-up costs paid by the Hospital is heing paid back to the Hospital at $400 per month 
As this cortlracl was prepared by an attorney to comply with Stark 11 legislation, we recommend the attornc.', be notified of these changes and modifications, if any, be made in writing to the contract. 11o,wital's re.wonse - Hospilal administration will review the contract a~d if amendments are necessary they ",~ il be prepared. 
Future. financial cousiderati In August, 1997, President Clinton signed the Balanced Budget Act (Act) of 1997. This Act attempts to ~cducc the amount of Medicare tuuds the federal government will spend and supposedly keeps the MedicaTe funds solvent to the year 2002. Tl~te Act particularly will decrea~ the reit'nbursernertt of your BHU unit by approximately 45% effective July 1, 1998. We understand the federal government is attempting to make a tcs:hnieal corrections amendment to the Act and Sunri~, Healthcare (the Hospital's contractor for BHU se~vk'c~,) is involved in the amendment process. We suggest the Hospital follow this process closely and be prepared to negotiate lower contractor fo:~s, if possible, or eliminate this program. Since the majority of the wdnme of services at the Hospital are rendered to Medicare and Medicaid patients, the results of the Act will have a dramatic effect on future operations of the Hospital. The Act comes at a time ~ hen the Hospital has a trend of linancial losses coupled with declining cash balances and increasing liabilitics. We recommend the Hospital immediately begin to investigate alternate funding sources to provide the iK,ct:s'.,.~l;y funds to subsidize its operations. Hospital's response - Addilional fimding sources will be ilwestigated. 
A material weakness is a reportable condition in which the design or operation of one or more of the ilntr~,l~d control structure elements does not reduce to a relatively low level the risk that errors or irregularities in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in tim normal course of performing their assigned functions. Our consideration of the internal control structure would not necessarily disclose all matters in the intt control structure that might be reportable conditions and, accordingly, would not necessarily disclost 18 



rcpor(.ablc conditions that are also considered to be material weaknesses as defined abovc. However, wc [~.licvc none of the rcportable conditions described above is a material weakness. 

Net na i, Richardson & Co., 1..I..1'. August 27, 1997 
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Report on Compliance and on Internal Control Over Financial Reporting Based on an Audit of Financial Statements Performed in Accordance With Government Ar~diting Standards 



Inc. (a l,ouisiana nonphffiI and cash flows for the yt,~lS then ended. These financial statements ate the responsibility of the Union General Hospital, lnc.'s manag~m~ Our responsibility is te express an opinion on these financial sUllements based on our audit. 
We conducted our audits ill accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the 1 hfitcd States. Those standards require that we plan and perform the audit to obtain reasonable assurance aboul whelhcr the financial statements are free of material misstatemeut. An audit includes examining, on a test basis, cvidcncc supporling the amounts and disclosures in the financial statements. An andil also includes asscssi~g Iht, accounting principles used and significant estimates made by management, as well as evaluating lhe ~*vchdt financial statement presentation. We believe that out' a udic'~ provide a reasonable basis for our opinion. 
lu nut opinion, the financial statements referred It above present fairly, in all material respex'ls, the Iina~ci~l position of Union General Hospi(al, Inc. at June 30, 1997 and 1996, and the changes in its net assets and it s c,~h flows and its cash flows for the years then ended in confornfity with generally accepted accounting principles. h~ accordance with Governmental Auditing Standards, we have also issued our report dated August 27, 1~,~7. on our consideration of Union General Hospital Inc.'s internal control over financial reporting and our tests ol il~, compliance with certain provisions of laws, regulations, contracts and grants. 
Neuman, Richardson & Co., 1..I,1'. August 27, 1997 



UNION GENERAL ItOSPITAL, INC. BALANCE SHEETS JUNE 30, 1997 AND 1996 
ASS]fiTS Current Assets: ('ash and cash exluivalenls Shorl-lerm inveslments Assets limited as to use Paticl]l bLCCOUlIIS receivable, llel of allowanccs for conlracltlal adjuslmenls and uneolleclible accounls of $ 898,743 for 1997 and $739,699 for 1996 1 ';slimated Ihird-parly selllemenls Inventories l>rcpaid expenses Tolal Current Assets Assets Whose Use is l.imited: Cash inlernally designated for employee benefits ('ash held in lrusl for insurance 

1 .css amoull[ required lo lllC~.;[ eHFrenl obligalions Net Assets Whose Use is 1Amited Property al~d Equipment - cosl l .ess accumulalexl depreciation Ncl Property and l'21uipmc:nl Other Assets 
I'O'I'A1 ~ ASSI fl'S 

Current Liobilities: Accounls payable Accrued payroll liabilities Accrue~l colnpensaled absences Interest payable Notes payable Tolal Current l.iabilities 
Net Assets: Unreslriclted Temporarily restricted 

L1ABIL1T1FS AND NET ASSETS 

FeTAl. 1.1ABII ,ITII'~S AND NET ASSE]~ 
Nee Noles Io 1 ;inancial Statements. 

1997 402,054 169,447 17,390 
954,605 419,475 165,900 39.373 2,168,244 
61),33(I 42.574 1(12,904 17.390 85,514 4,658,724 3,018,379 1,640,345 17.789 
) ( 

1996 $ -:11(U 144 6lq,lgl I "L619 
%'2.0(~ 35 147 
792 
455 216 
~():1 
36.582 5~,:/95' 93.374 !2~/, 12 79.'/55 
4,559.125 __L_~Tj',9o3 1.686.22(I 

$ 3,91:[,892 $ 3,581,565 
$ 247,388 103,080 78,168 222 65,000 493,858 
2,447,304 970~730 3 4~,~18~034 L?~_9 l Ul.&92 

2,251.2i)7 _ ] ,t)]5,~!! _ 3,26(~,21!8 .$ 3,581565 



UNION GENERAL ItOSPITAL, INC. STATEMENT OF OPERATIONS For the years ended June 30, 1997 and 1996 
Unrestricted revenues, gains and other support Net patient service revc, nne Other operating revenue Total revenues, gains, and other supporl 
Expenses: Salaries and benefits l'rofessional and conlractual lees Supplies and other Bad debt expense l)cprcciation expense Interest expense Total l:,xpenses 
Other income: lnteres! income Gain on sale of assets Contributions received Total Other Income l :,xeess of revenues over (under) expenses Net assets released from restrictions for purchase of equipment 
Increase (decrease) in unrestricted net assets 

See Nolcs Io l;inancial Staternellls. 

1997 1996 $ 5,513,987 88,763 5,602,750 
2,358,739 1,464,796 1,214,29(I 268,683 18,~,,594 5,49,!A~_43 

$ 4,703,285 216 58~ 4,919.8t)~, 
2,254.125 1,367,1~2 1,162,818 284,o67 126,122 85 

108,3(17 ( 274,541 
36,532 4,292 ___2,695 41! 5~19 
151,826 -0- 

-/ -( 
224,669 5.g56 

$_.....!5 !.,~2_fi ( $.__ .218,713 



UNION GENERAL ItOSPITAL, INC. STATEM[ENTS OF CHANGES IN NET ASSETS For lhe years ended June 30, 1997 and 1996 
Unrestriaed net assets 1,;xeess of revenues over (under) expenses Net assets released fi'om restrictions for purchase of equipment Increase (dtx'rcase) in unrestricted net assets 
Temporarily restricted net assets: Contributions fi'om Union General Hospital Auxiliary for property acquisitions State of l,ouisiana grant ftmds received 
NcI assels released from restrictions Change in temporarily restricted net assets 
Increase (decrease) in net assets 
Net Assets, beginning of year As previously reported Restatement - Note 9 As restated Increase (decrease) in net assets Net assets, end of year 

See Notes Io Financial Statements. 

1997 
151,826 224,66') -0- 151,826 218,713 
-0- 
25,000 25,000 ) 

5,95(, 
50,714 

$ 151,~2~ $ 21~,7!} 
3,266,208 0 3,266,208 151,826 

2,469,q2 _l,(! ! 5,!!~! 3,484,92 2!8,713 $__3.4J 8.~9.3A $. 3.26(,,20~ 



UNION GENERAL I]OSPITAL, INC. STATEMENT OF CASH FLOWS For the years ended June 30, 1997 and 1996 
Cash Flows From Operating Activities Cash received on patients' accounts Other operating revenue ~eceived I nterest received Contributions received Net assets released flom temporarily restrictions Interest paid Cash paid in salaries and benefits Cash paid in fees and supplies Net Cash Used in Operating Activities 
Cash Flows From Financing Activities: Proceeds fiom borrowing 1)rincipal payments on deht Net Cash Provided by (Used in) l;inancing Activities 
Cash Flows From Investing A ctivities: Proceeds from sale of assets Maturities of short-.term investments Cash invested in assets whose use is limited Purchases of short-term ir~vestments Purchases of properly and equipment Net Cash lqx)m Investing Activities 

1997 1996 $ 4,428,679 88,763 36,532 2,695 -0- 3,119 2,334,518 2,593,799 374,767 

$ 4,424,072 216,5N~ 49.872 
5,95r~ ~5 2,232,03-1 2,47~252 14,~ 

85,060 -(~ _ 20,000 ~%6(~2 65,000 5,6(,2 
9,892 1,065,000 9,530 619,266 ___ 144~19 __ 301,_7_77 

1,106,141, 18,( 14t) 800.5O2 __ J 68,71)9 __ J !~,88f, 
Net Increase (Decrease) in Cash and Cash Equivalents 7,990 98,33( 
(;ash and Cash Equivalents., beginning of year 
Cash and (?ash Equivalents - end of year 

See Notes to Financial Statements 

410,04A 
$.,o__A~2J)SA .$......4 ! 0,04,1 



UNION GENERAI, itOSPITAL, INC. STATEMENT OF CASH FLOWS - Continued For the year ended June 30, 1997 and 1996 
1997 1996 Reconciliation uf Excess Revenues (Expenses) to Net (-'ash From Operating Activities: ] ~xcess of revontles 0vcr (under) expenses Adjustments: Assets released from restrictions l)eprcciation expense Gain on sale of assels l)ccrcase (increase) ill operating assets: Net patient receivables ttealth insurance settlement Inventories l'rcpaid expenses Other assets Increase (decrease) in operating liabilities Account payable Accrued payroll liabilities Accrued compensated absences lnlerest payable Total Adjustments 

$ 151,826 $ 224.66~) 
-0- 18.-'1,594 ,.l,292 
432,605 384,020 18,684 9,416 5,497 
88,752 1 (5,008 8,519 222 526 5~93 

5,95/, 126.122 
8,647 3,~(11 4 .~)(,' ) 4,7 l',' 5..195 
54,941 16,127 5,t164 
209~78 

Net (.'ash Used in Operating Activities $ 374.767 $ 14,~2 

See Notes to I qnancial Statements. 



UNION GENERAL I1OSPITAL, INC. NOTES TO FINANCIAl. STATEMENTS June 30, 1997 and 1996 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 
Organization Union General Hospital, Inc. (Hospital) provides outpatient emergency care, acute inpatient hospital ca~c skilled nm'sing, and home health ~rvices within Farmerville, Louisiana and the surrounding arc~c "/ht Hospital is a l,ouisiana nonprofit corporation which has received exemption from income taxes as a~ organization described under section 501 (c)(3) of the Internal Revenue Code. Accordingly, tile accompanying financial statements do not include provisions for income taxes. 
Ori uinal hospital facilities and related exoense On Noventber 22, 1983, the Hospital leased the hospital facilities from East Union Parish lk~spilal Service District (District). Tbe hospital facilities was originally built by the District which isstwd ad valorem tax bonds to finance its construction. The Hospital's financial obligation under the least' i~ te maintain the leased premises in good repair, and replace equipment as needed. The District's cos! basis of these facililies is included in property and equipment with the net book value of the facilities I~.'ira~ reported as tempo;arily restricted net assets. The current year's depreciation of these assets is rcporlcd as ]let assets released from restrictions. Use of estimates The preparation of financial statements in conformity with generally accepted accounting principk~s requires managem~;nt to make estimates and assumptions that affect the reported amounts of assets ~r~d liabilities and disclosure of contingent assets and liabilities at the date of tile financial statements aud the reported amounts of revenues and expenses during the reporting period. Actual results could diffi:r from those estimates. Patient receivables Patient receivables are slated at the full value of all charges incurred by the patient. Allowances have beeu provided for the estimated uncollectible accounts and third-party contractual adjustmcf~ts. Receivablcs arc written off as the accounts are determined to be uncollectible. 
_lnv~!tlories Inventories represent dietary and medical supplies on hand and are valued at the latest invoice price which approximates the lower of cost (first-in, first-out) or market. !~gaid exA~ense_s l'repaid expenses are amortized on a straighl-line basis over the period of the respective terms 
Short-term investmenls Investments consist of certificates of deposit wilh lnattwities of 90 days and older at the date of purchase' The related accrued interest receivable is also included in the investment amounts reflected in the timmcia stat~ments. 



UNION GENERAL IIOSPITAL, INC. NOTES TO FINANCIAl. STATEMENTS June 30, 1[997 and 1996 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued 
Assets limited as to use Assets limited as to use primarily include cash designated by the board for the payment of cmpl~,ycc benefits and required balances of cash to be held on deposit with the l,ouisiana Hospital Associatioll I~.~t workers' compensation, malpractice and general liability coverages. The board maintains direct c,.~l/llol of the funds set aside for employee benefits and may at its discretion subsequently use these ftmd I~u other purposes. 
ProDortv and eoniDlneut Property and equipment acquisitions are recorded at cost. Depreciation is provided over the estimated u~ful life of each class of depreciable assets and is computed using the straight-line method. 
Gil~.s of long-lived assets such as land, buildings, or equipment are reportc.d as unrestricted support. ~nd are excluded from the excess of revenues over expenses, unless explicit donor stipulations specil.,,' ht~w the donated assets mnsl be used. (]iris of long-lived assets with explicit restrictions that specify h~~ the assets are to be used and gifts of cash or other assets that must be used to acquire long-lived asset,, arc reported as restricted support. Absent explicil donor stipulations about how long those long-lived a,.',cts must be maintained, expirations of donor reslrictions are reported when the donated or acquired I~~g- livc.d as~'.t~ are place in service. Tcnlnol'ari]v and Derlrlanentlv i'estricted net assets Temporarily restricted net assets are those whose, use by the Hospital has been limited by donor,,, I~~ a specific time period or purpose such as the original hospital facilities discussed above. Pcrmallemly reslricted net assets haw" been restricted by donors to be maintained by the Hospital in perpetuity. A! June 30, 1997, there were no permanently restrict~d nel assets. 
Nol oatient service revenue Th(: Hospital has agreements with third-party payers that provide for payments to the llospilal at amounts different fi'om its established rates. Pa3nnent arrangements inch:ides prospectively deteH~il~'d rates per discharge, reimbursed costs, discounted charges, and per diem payments. Net patient ~'~vicc revenue is reported at the estimated net realizable amounts fi'om patients, third-party payers, and olhc~s for services rendered, including estimated retroactive adjustments under reimbursement agreement,, with third-party payers. Retroactive adjustments are accrued on an estimated basis in the period the ic]~lcd services are rendered and adjusted in future periods as final settlements are determined. !nd~gcn_t care The Hospital provides care to patients who meet certain criteria under its indigent care policy with,~ut charge or al amounts less than its established rates. Because the Hospital does not pursue cnllectio~ ~I amounts determined to qualify as indigent care., they are not reported in net patient revenue. 



UNION GENERAL IIOSPITAL, INC. NOTES TO FINANCIAl. STATEMENTS June 30, I997 and 1996 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued Cash and cash emnivalenks Cash and cash equivalents include all cash on hand and in banks, having original maturities of 9(I day, or less. Investments with original maturities in excess of 90 days are classified as short-term inw.~sllllt']ns. (?ash and cash eXluivalents exclude whose use is limiled. 
NOTE 2 - NET PATIENT SERVICE REVENUE 
The Hospital has agreements with third-party payers that provide for payments to the llospita amounts diflbrent liom its established rates. A summary of the payment arrangements with majoJ th party payers follows: 
Medicare - lnpatienl acute care services rendered to Medicare program beneficiaries are paid at prospectively determined rates per dischm'ge. These rates vary according to a patient classifica6~n system that is based on clinical, diagnostic, and other factors. Inpatient nonacutc services, ceJtain outpatient services., and defined capital and medical education costs related to Medicare Nmeficiaries ate paid based on a cost reimbursement methodology. The Hospital is reimbursed for cost reimbmsablc items at a tentative rate with final settlement determined after submission of annual cost reports by I1~c Hospital and audits thereof by the Medicare fiscal intermediary. The Hospital's Medicare cost ICl~OlIS have been settled by the Medicare fiscal intermediary through 1994. Since July 1, 1994, the Hospital has been paid for substantially all services rendered to inpatient Medi~ aid program beneficiaries under prospectively determined rates, which are paid on a per diem basis. Costs incurred on services rendered to Medicaid inpatients which exceed the prospectively determined p~)mcnt rates are not recoverable fiom the Medicaid program of its beneficiaries. No changes were made Io the outpalient reimbursemenl. The Hospital Medicaid cost reports have been settled by the Medicaid fi,.cal intermediary through 1991. The Hospital also has entered into payment agreements with certain commcrcial insurance carriers, hc~dth maintenance organizations, and preferred provider organizations. The basis for payment to the Ill,spiral under these agreements includes prospectively determined rates per discharge, discounts from established charges, and prospeclively determined daily rates. A sumrnea'y of net patient revenue is as follows: 1997 1996 lnpatienl charges Oulpalienl charges Tolal Charges Medicine and Medicaid contractual adjuslmeuls Indigen! and HilI-Burlon frec care Net l'atienl Revenue 

$ 5,689,364 $ 5,907,485 2,506.128 2.493.344 8,195,492 8 A00.829 ( 2,614,472 ) ( 3,594,483 ( __~03~ ) ( __ 1(~)=~()62 .$~SJ.L 9_8.Z ~._. 4,.7(.)3,~8~ 4 



UNION GENERAl. ItOSP1TAL, INC. NOTES TO FINANCIAl. STATEMENTS June 30, 1997 and 1996 
NOTE 3 - PROPERTY AND EQUIPMENT Properly and equipment is staled on the basis of cost or fair markc.t value at date of dollali(m. 1)eprccialion is provided using the straight-line melhod iu amounts sufficient to amortize the cost m olhel basis over thc estimated useful lives uf the deprcciable assets. Expenditures which materially incrca~,c values, change capacities or cxtcnt useful are capilalized. Routhle maintenancc and repair items arc chargcd to curt'cut operations. A summary of the accounts and the related accumulated depreciation fol lows: 

I .and improvements Building Fumitu,'e & equipment Facilities le~sed from District Totals 
Cost $ 2,618 278,220 1 ,(181,523 ~L,..2 9_~6~6 3_ 6~3. ~.__4;~S_,..~_,.7..~. 

Accumulated Depreciation $ 1,013 7(I,595 621,138 2,325,633 $ 3.018,379 
Cost $ 2,618 257,931 1,002,213 3,296,363 $ 4.559.125 

Accun t u lalcd 1 )epo~'_.<} a!i pL~ $ s~3 52,14g 538,562 $ 2,872 9,Lg~_{)5 
UndEr the terms of the operating agreement with the District, all equipment acquired by the Ilospital through purchase or by gift shall be donated to the I)ist,ict if and when the Hospital ceases to op~raw the facility. 

NOTE 4 - CHARITY CARE 
The Hospital maintains reco,'ds to identify and monitor the level of charity care it provides. "lhcsc records include the amount of charges forgone for services and supplies furnished under its cha, ily taw policy, the estimated cost of those services and supplies, and equivalent service statistics, l)uring the y~ar ended June 30, 1997 and 1996, approximately $ 67,000 and $ 103,000, respectively, in charges ~ ~,c forl'.one at an estimated cost to the Hospital of approximately $ 43,0(1ll and $ 60,0(10, respectively. 

NOTE 5 - PENSION PLAN Thc Hospital has a discretionary contribution plan covering substantially all of its employees with owr 1,040 hours of service. Contributions by the Hospital, if any are up to the discretion of the l~oa~tl. 1)ruing the years ended June 30, 1997 and 1996, the Hospital did not contribute to the plan. 



UNION GENERAL ilOSPITAL, INC. NOTES TO FINANCIAL STATEMENTS June 30, 11997 and 1996 
NOTE 6 - OFF BALANCE SHEET RISKS AND CREDIT CONCENTRATI[ONS Concentrations of credit The Hospital is located in Farmerville, l.ouisiana, and grants credit on its services to its paticnts. substantially all of whom are local residents of the Parish. Generally, the Hospital accepts assignments of patients' benefits payable under either public or private insurance programs or policies in lieu of collalcla[ to secure its patient accounts receivable.. At June 30, ]997 and 1996, approximately 68% and 71~/, respectively, of patient accounts receivable was related to the Medicare and Medicaid programs. Ft~turc changes (if any) occurring within the local economy or the Medicare and Medicaid reimbursement methods can signilieautly affect the operations of the Hospital. Volume of services Th,a hospital is dependent upon local physicians practicing in the immediate, service area for its volumc el patients. Any decrease in the number of physicians from the current level can significantly affect hospital operations. 
l'rofessional liability The t]ospital participates in the l~ouisiana Patients Compensation Fund established by the Stak' el l,ouisiaua to provide medical professional liability coverage to health care providers. The fund pJ ovides $ 400,000 in coverage per occurrence above the first $ 100,000 per occurrence for which the Hospital is at risk. There is not limilation placed on the number of occurrences covered. Funds arc secured b3 cilhdl the $ 100,000 lq)IC insurance coverage or bank-owned securities held in safekeeping h~r the bt'l~Cl]l el the Hospital. 
Membership in the 1,ouisiana Hospital Association Trust Fund provides additional coverage Iol Ih~ professional medical malpractice liability for the ltospital. Premiums paid to the fund are based on the los,; experience of the Hospital. The portion of the timds that is refundable to the Hospital is includt~d it: asseLs whose use is limited. Workers comDeusation The Hospital participates in the l,ouisiana Hospital Association's self-insurance Workmcn's Compensation Trust Fund. Should the fund's asa~ts not be adequate to cover claims made against il. Ih~ Hospital may Ix; assessed its pro rate share of the resulting deficit. It is not possible to estimate the amount of assessments, if any, under this program. The portion of the fund that is refimdabk" to the ttospital is included in board designated funds. llill-Burton obliaation As a result of the I)istrict receiving a federal Hill-Burton progranl grant of $ 660,000, the Hospit~~l is required to provide a reasonable volume of uncompensated services to patients who arc unable to pay h)r their medical (:are. Uncompensated care must be provided by the Hospital at least through fiscM )'car ended in 1997 which is 25 years from the date of the grant. The Hospital may be required to ftHni~h additional amounts and periods of uncompensated care as a result of third party audits and retroactive determinations. The amount of such adjustments, if any, cannot be determined. 



arc for two years and expire in August and September, 1999. Under these arrangements, the tlospit~d h~s agreed to pay the physician salaries and all expenses in connection with their clinic practices in cxcha~e for receiving the physician revenues produced through their practices. The remaining salary and bcJwtit commitment to the physicians under these arrangements at June 30, 1997 is as follows: YearEndingJune 30, 1998 1999 2(100 
Ea_yments $ 279,900 279,9(10 58,300 

In 1995, the Hospital entered into an agreelr~ent with another physician to provide week-end cmclgcJ~t",, room physician services at a guaranteed annual salary. In August, 1996, the physician left the ttospik~l's scrvicc atca and was replace with another physician to provide the same cmergency room ~rviccs trader a guaranteed salary contract which expires in July, 1999. Under these arrangements, the ltosl)ital receives all emergency room revenue generated by lhe physician durinl; the contract period. lhis arrangement replaced services which were earlier contracted by the Hospital. At June 30, 199f,, 'thu, remaining commitment under this an'angcmenl is al)proximately as follows: _Y_eaLs ~_Ld_i ng)_une 30~ l'_ayments 1998 $ 149,400 1999 134,600 l~ffcctive February 28, 1995, the Hospital entered into a five-year contract with Sunrise lteallhcaw l~w the management of a behavioral health unit. Under the terms of the contract, the hospital will provide' 8 conliguous beds of the hospital to Sunri~ for tht~ treatment of psychiatric disorders beginning Jul) I. 199:5. All patient charges generated by the behavioral health unit belong to the Hospital. Normal 



UNION GENERAL itOSPITAL, INC. NOTES TO FINANCIAL STATEMENTS June 30, 1997 and 1996 
NOTE 7. CONTRACTUAL COMMITMENTS - Continued ope.rating expenses of the unit will be paid by Sunrise with the Hospital paying $ 475 per patic~t da~ to Sunrise for management of the unit. Hospital management expects the revenue produced by the trait to more than oflRet the management fees paid to Sunrise tiealthcam. For the years ended June 30, 1997 and 19!-)6, the Hospital paid Sunrise Healthcare $ 1,209,000 and $ 1,059,000, ,espectivcly undel Ibis arrangement. 
NOTE 8 - GRANT FUNDS In July, 1995, the Hospital received $100,000 in grant funds from the State of Louisiana to Ix, used as a physician salary subsidy lbr two physicians. In addition to the above grant, the ttospital received $50.714 in January, 1996 aud $25,000 in February, 1997, from the State of l.ouisiana to be used to subsitlizc eme.rgency room expenses. These grants are included in other operating revenue in the stalt, lllcln el operations. 
NOTE 9 - RESTATEMENT OF NET ASSETS In 1996, the Hospital elected to adopt Statement of Financial Accounting Standards (SI:AS~ 116, "Accounting for Contributions Received and Contributions Made," and SFAS 117, "lZinancial Statclncnts of Not-for-l'rofit Organizations." 
Under SFAS 116, the Hospital recorded the value of the land, ]and improvements, buildings and ceu~fiu equipment previously leased from the District. These assets were previously not included m fl~c llo,;pital's financial statements. The recording el'these assets has resulted in an increase in property and equipment of $ 3,296,363 and accumulated depreciation of $ 2,872,905. This resulted in a restalcmcnl of temporarily restricted net assets of $1,015,001. Under SI"AS 117, the Hospital is required to report information regarding its financial position and activities according to three classes of net as~ts: Unrestricted net assets, tompo,arily restriclcd net assets, and permanently restricted net assets. This reclassification had no effect on the change in net assets for 1996. 
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RI~PORT ON COMPI JANCl~, AND ON INTERNAl, CONTROl. O'~[I~.R FINANCIAl. t41~;I~ORTIN(I BASEl) ON AN AUDIT OF IqNANCIAI. STATEMI';NTS I'I{RI"ORMI{I) 1N ACCOR1)ANCI'; WITH GOVERNMENT AUDITING STANDARDS 
To the Board of Directors Union General Hospital, Inc I ;armerville, l.ouisiana We have audited the financial statements of Union General Hospital, Inc. (A nonprofit organization) as of and lot the year ended June 30, 1997, and have issued our reporl thereon dated August 27, 1997. We conducted our audit in accordance with generally accepted auditing standards and standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United Stales. Compliance As part of obtaining reasonable assurance about whether Union General Hospital, lnc,'s financial stalemcnts are li'ee of material misstatements, wc performed tests of ]Is compliance with certain provisions of laws, rcgulaliutls, contracts and grants, noncompliance with which could have a dh'ect and material effect on the determinatkm of financial statement amounts. However, providirtg an opinion on compliance with those provisions was nol an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disc]o~,cd no instances of noncompliance that are required to be reported under GovermnentAuditing Standards. 
Internal Control Over Financial Renortin~ In planning and performin~ our audit, we considered Union General Hospital, Inc.'s imcrnal control m'cr financial reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and nol to provide assurance on the internal control over financial reporting. I)ur consideration of the internal control over financial reporting would not necessarily disclose all matters in ihe internal control over financial reporting that might be material weaknesses. A material weakness is a conditio, in which the design or operation of one or more of the internal control components does not ]'educe to a rclaliw'ly low risk lhfll misstalements in amounts that would be malerial in relation to the financial stalcmenls being audiwd may occur and not Ix~ detected within a timely period by employees in the normal course of perhmning Ihcir assigned functions. We noted no matters involving the internal control over financial reporting and its operali~,~ that we consider to be material weaknesses. We noted certain matters involving the internal control structure and its operations that we consider to bc reportable conditions under standards established by the American Institute of Certified Public Accotmtal~l',. Reportable conditions involve matters coming to out' attention relating to significant deficiencies in the dcsipn o~ operation of the internal centrol structure that, in our judgment, could adversely affect the Hospital's abilily to 



record, process, summarize, and report financial data consistent with the assertions of management it/ tht financial statements. 
Coutinued deDeudence tlDOn ~overnfilenta] orol~rams Ill the prior year, we indicated certain ideas to consider in becoming less dependent upon the Medicalc alld Medicaid programs. Since the Hospital cannot admit m discharge patients, it is rather difficull to implement some of these programs; however we feel it is helpful to repeat some of the suggestions made in the pmvi/~us year. With this in mind, the only methods of being able to create a profit in the future years, under the prc,,cnt reimbursement guidelines, is a combination of the follnwing ideas. Some of which appear to bc nu~re theoretical than practical, as you can see. 0 Increase tile nou-Medic~are and non-Medieaid palieuts using the hospital. This is very difficult as the population served will need to be cdaeated Oll tile hospital's nceds and tile palients tilelnselves lnusl chaugc physicians. Since file hospital cannot admit or discharge patients, Ibis involves lint only tile populalion changing to kvcal physieians but ti~e physicians changing Iheir patient mix which is unlikely. 0 Since the BI1U has ~:ompleled it base year, tile target under TI','FRA should be approximately $18,000 Io $19,000 per discharge; however, the Balanced Budget Act of 1997, reduced the TF, FRA amount In $10,188 for fiscal years begimung October 1, 1997. For your hospilal, these reduced rates per discharge are effeclive July l, 1998. Before July, 1998 ti~e llospilal nceds Io eilher revise the coutraet wilh Sunrise Io significantly reduce costs or discontinue lhis program. Obviously, operaling c~sts can be reduced however, tile hospilal average costs appear to be in line wifl~ the peer averages. Witiliu all nrganizalions, costs eau bc trilnmed: however, we do no~. believe Ihal there is euough excess costs to make a sigl|ifieaui impact oil tile Ix~UOln line unless tile hospital is willing In reduce services beyond Ihose scrvices it has already elimiualed. 0 The ,salaried physieiaus coming Io the area could experience an intxeased growth and begin to utilize Ihe hospital services more. Geaerally speaking, our analysis of lheir financial impact on operations llas b(X~,ll negative.. 0 Addilional funding could be provided to the hospil~d Ihrough grauts, taxes, endowments, etc. O hnl~rove collections on the salaried physicians' accounts receivable. ~) Increase outpatient Ihc, rapy services wilh high private paticn! ulilizalioa. ttoq~ital's req*onse - Attempts will be made to improve the salaried physicians' collections and wc will investigate alternate fimding sources. The remainder of the items cannot be controlled by hospital administration. 
l';ouinment ourchases exceedin e $10.000 Since the board of dirt~tor meeting of July 7, 1992, , board approval is required fur all property additi~)ns exceeding $10,000. In fiscal year ended June 30, 1997, we noted the following major property expendittHcs were not approved by the board. 0 1)isbursemcnl to M & M Mechanical Contractors for oxygen equipment in the mnount of $18,843. 0 l)isbursemeut In l~,ugetlc Mcl ,aiu Conslfueliou for the conslfuetion of handicap batiIroom in Ihe amount of $11,356. Hospital's re,spouse - This was all oversight and tbe boatzl has been made aware of these expenditures. 
Home health accounts receivable An accounts receivable aging report or detailed trial balance of home health accounls were not maintained dttri~l~ the year. As a result, the detail trial balance was not reconciled to the general ledger on a monthly basis. lh~, monthly reconcilement process enhances the timely discovery of any potential adjustments or incorrect poslil~gs occurring during the year. The aging reports also assist hi the collection process which, in turn, enhances ~h flow. We recommend the printing, retention, and reconcilernenl of these reports be performed monthly. Ho,wital's re.spouse - Home health personnel have been made aware of this deficiency and the aging rcpoll will be printed each month and rcx~'onciled to the general ledger. 17 


