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NEUM AN, RICHARDSON & CO., L.L.P. 

Board of D irectors 
Union General Hospital, lnc 
Farm ervillc, Louisiana 

CERTIFIED PUBLIC ACCOUNTANTS 

IN DEPEN DEN T AU DITOR'S REPORT 

Jim L. Neuman, CPA 
Jerry G. Richardson, CPA 

- --ooOoo -- 
Stephen P. Duck, CPA 
Joseph S. Kennedy, CPA 
Johnnie A. Tyler, CPA 

W e have audited the accom panying balance sheets of Union General Hospital, Inc. (a Louisiana 
nonprofit corporation) as of June 30, 1999 and 1998, and the related statements of operations and cash 
flow s for the years then ended. These financial statem ents are the responsibility of the Union General 
1 lospital, lnc.'s m anagem ent. Our responsibility is to express an opinion on these financial statem ents 
based on our audit. 

W e conducted our audits in accordance with generally accepted auditing standards and the standards 
applicable to financial audits contained in Government Auditing Standards', issued by the Com plroller 
General of the U nited States. Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statem ents are free of m aterial m isstatem ent. An audit 
includes exam ining, on a test basis, evidence supporting the am ounts and disclosures ira the financial 
statem ents. An audit also includes assessing the accounting principles used and significant estim ates 
m ade by m anagem ent, as w ell as evaluating the overall financial statem ent presentation. W e believe that 
our audits provide a reasonable basis for our opinion. 

In our opinion, the financial statem ents referred to above present fairly, in all m aterial respects
, the 

financial position of Union General Hospital, Inc. at June 30, 1999 and 1998
, and the changes ira its raet 

assets and its cash flow s for the years then eraded in conform ity w ith generally accepted accounting 
principles. 

In accordance w ith Governmental Auditing Standards, we have also issued our report dated Septem ber 
8, 1999, on our consideration of Union G eneral Hospital lnc.'s internal control over financial reporliug 
and our tests of its com pliance w ith certain provisions of law s, regulations, contracts and grants. 

, Richardson & Co., L.L.P 
Septem ber 8, 1999 



UNIO N G ENERA L ItO SP1TAL, IN C 
BALAN CE SH EETS 
JUN E 30, 1999 A N D 1998 

A SSETS 

Curreltt Assels: 
Cash and cash equivalents 
Short-term iavestm eats 
A ssets lim ited as to use 

Accounts receivable, net of allowances for contractual adjustments 
and uncollectible accounts of $ 743,000 for 1999 and $ 631,776 for 
1998 
Estim ated third-party settlem ents 
Inventories 
Prepaid expenses 

Total Current A ssets 

Assets" W hos,e Use is" Lim ited: 
Cash held in deposit by lender 
Cash internally designated for em ployee benefits 
Cash held in trust for insurance 

l,css am ount required to m eet current obligalions 
N et Assets W hose U se is Lim ited 

Property and Equipm ent - cost 
Less accum ulated depreciation 

N et Property and Equipm ent 

Other Assets 
TO TAL ASSETS 

Current Liabilities: 
Accouats payable 
Accrued payroll liabilities 
Accrued com pensated absences 
1 nleresl payable 
N otes payable, current portion 

Total Current Liabilities 

LIABILITIES A ND NET ASSETS 

Long-term D ebt, net of current portion 

N et A ssets: 
Unreslricted 
Tem porarily restricted 

TOTA L LIABILITIES AN D N ET A SSETS 

See Notes to Financial Statements 

1999 

126,055 
123,237 
20,083 

1998 

535,565 
212,589 
18,946 

936,913 877,425 

378,678 
190,072 
44,281 

89,234 
70,648 
29,895 

1,819,319 2,034,302 

1,137 
65,649 
108,924 

175,710 
20,083 

-0- 
62,670 
54,802 
117,472 
18,946 

155,627 98,526 

4,898,705 4,805,001 
3,313,526 3,144,029 
1,585,179 1,660,972 

6,806 

$ 3,566,931 

$ 395,173 
112,348 
71,037 

97 
36,727 

12,303 

$ 3,g06,103 

615,382 365,637 

22,369 37,603 

2,046,914 
882,266 

2,929,180 

$ 3,566,931 

2,481,046 
921,817 

3,402,863 
$ 3,806,103 



UN IO N G ENERAL ItO SPITAL, IN C. 
STATEM ENT O F O PER ATIO N S AND CH AN G ES IN NET A SSETS 
For the years ended June 30, 1999 and 1998 

U N R ESTR IC TED N ET A SSETS 
Revenues, Gains and Other Support: 
N et patient service revenue 
O ther operating revenue 

Total Revenues, Gains, and Other Support 

N et Assets" Released From  Restrictions 

Expenses: 
Salaries and benefits 
Professional and contractual fees 
Supplies and other 
Bad debt expense 
Depreciation expense 
Interest expense 

Total Expenses 

Loss From Operations 

Other hleom e: 
Interest incom e 
Gain on sale of assets 
Contributions received 

Total Other Incom e 

lncrease/(Decrease) in Unrestricted Net Assets 

TEM PO RARILY RESTRICTED N ET A SSETS 
N et Assets" Released From  Restriction 

D ecrease in N et A ssets 

N et Assets', beginning of year 

M em bership certificate issued 

N etAssets, end of year 

See N otes to Financial Statem ents. 

1999 1998 

$ 5,193,543 
68,519 

$ 5,477,432 
71,776 

5,262,062 5,549,208 

39,551 48,912 

2,352,485 
1,478,762 
1,294,034 
463,502 
169,497 
5,050 

5,763,330 

2,402,090 
1,404,820 
1,200,589 
407,373 
181,002 
7,621 

5,603,495 

461,717 5,375 

27,575 
-0- 
-0- 

27,575 

29,064 
3,150 
6,892 
39,106 

434,142 33,731 

39,551 48,912 

473,693 15,181 

3,402,863 3,418,034 

$ 2,929,180 

10 

$ 3,402,863 



UNIO N G EN ERAL H O SPITA L, INC. 
STATEM ENT O F CA SH FLO W S 
For the years ended June 30, 1999 and 1998 

Cash Flows From  Operating A ctivities: 
Cash received on patients' accounts 
Other operating revenue received 
Interest received 
Contributions received 
Interest paid 
Cash paid in salaries and benefits 
Cash paid in fees and supplies 

Net Cash Provided by (Used in) in Operating Activities 

Cash Flows From  Financing A ctivities: 
Proceeds from  issuance of m em bership certificate 
Proceeds from borrow ing 
Principal paym ents on debt 

Net Cash Provided by (Used in) Financing Activities 

Cash l'lows Front Investing A ctivities: 
Proceeds from  sale of assets 
M aturities of short-term investm ents 
Cash invested in assets whose use is lim ited 
Purchases of short-term investm ents 
Purchases of property and equipm ent 

N et Cash From Investing Activities 

1999 1998 

$ 4,481,109 
68,519 
27,575 

-0- 
5,172 

2,358,251 
2,537,297 

323,517 

10 
11,349 
34,762 
23,403 

-0- 
399,352 
58,238 
310,000 
93,704 

62,590 

$ 5,377,480 
71,776 
29,064 

6,892 
7,624 

2,394,187 
2,711,220 
372,181 

10 
-0- 

84,736 

84,726 

3,150 
342,648 
14,568 

385,790 
99,384 

153,944 

Net lncrease (Decrease) in Cash and Cash Equivalents 409,510 133,511 

Cash altd Cash Equivalettts - beginning of year 

Cash and Cash Equivalents - end of year 

See N otes to Financial Statem ents 

535,565 402,054 

$ 126,055 $ 535,565 



UNIO N G ENERAL H O SPITA L, INC. 
STATEM EN T O F CA SH FLO W S - Continued 
For the year ended June 30, 1999 and 1998 

1999 1998 

Reconciliation of Excess Revenues (Expenses) to Net Cash From Operating Activities: 

Increase (decrease) in net assets 

Adiustments: 
Depreciation expense 
Gain on sale of assets 

Decrease (increase) in operating assets: 
N et patient receivables 
I lealth insurance settlem ent 
Inventories 
Prepaid expenses 
Other assets 

lnerease (decrease) in operating liabilities 
A ccounts payable 
Accrued payroll liabilities 
Accrued com pensated absences 
Interest payable 

Total Adjustments 

( $ 473,693 $ 15,181 

169,497 
-0- 

59,488 
189,444 
19,424 
14,386 
5,497 

263,812 
446 

5,320 
122 

150,176 

181,002 
3,150 

77,180 
230,241 
4,748 
9,478 
5,486 

116,027 
9,714 
1,811 

3 
387,362 

Net Cash Provided by (Used in) Operating Activities ( $ 323,517 $ 372,181 

Supplemental Disclosures of Non-cash Transactions: 
1)uring 1998, the Hospital purchased equipment of $102,245 through loans from local banks 

See N otes to Financial Statem ents 



UNIO N G ENERAL H O SPITA L, INC. 
N O TES TO  FINA NCIA L STA TEM EN TS 
June 30, 1999 and 1998 

N O TE 1 - SU M M ARY O F SIG N IFICAN T A CCO UNTIN G PO LICIES 

O rganization 

Union General Hospital, Inc. (Hospital) provides outpatient emergency care, acute inpatient 
hospital care, behavioral health care, and hom e health services w ithin Farm erville, Louisiana and 
the surrounding area. The Hospital is a Louisiana nonprofit corporation which has received 

exemption from income taxes as an organization described under section 501 (c)(3) of the 
Internal Revenue Code. A ccordingly, the accom panying financial statem ents do not include 
provisions for incom e taxes. 

Orieinal hosoital facilities and related expenses 
Oil N ovem ber 22, 1983, the Hospital leased the hospital facilities from East Union Parish 

llospital Service District (District). The hospital facilities were originally built by the District, 
which issued ad valorem tax bonds to finance its construction. The ltospital's financial 
obligation under the lease is to m aintain the leased prem ises in good repair, and replace 
equipm ent as needed. The D istrict's cost basis of these facilities is included in property and 
equipm ent w ith the net book value of the facilities being reported as tem porarily restricted net 
assets. The current year's depreciation of these assets is reported as net assets released from 
restrictions. 

U se of estim ates 
The preparation of financial statem ents in conform ity w ith generally accepted accounting 
principles requires m anagem ent to m ake estim ates and assumptions that affect the reported 
am ounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of 
Ihc financial statem ents an d the reported am ounts of revenues and expenses during the reporting 
period. Actual results could differ from those estim ates. 

Palienl receivables 
Patient receivables are stated at the full value of all charges incurred by the patient. Allowances 
have been provided for the estim ated uncollectible accounts and third-party contractual 
adjustments. Receivables are written off as the accounts are determined to be uncollectible. 

Inventories 
Inventories represent dietary and m edical supplies on haud and are valued at the latest invoice 

price which approximates the lower of cost (first-in, first-out) or market. 

Prepaid expenses 
Prepaid expenses are am ortized on a straight-line basis over the period of the respective term s 



UNIO N G ENERA L H O SPITA L, INC. 
NOTES TO FINANCIAL STATEM ENTS 
June 30, 1999 and 1998 

NO TE ! - SUM M ARY O F SIG NIFICAN T A CCO UNTING PO LICIES - Continued 

Short-term investm ents 
Investm ents consist of certificates of deposit w ith m aturities of 90 days and older at the date of 
purchase. The related accrued interest receivable is also included in the investment am ounts 
reflected in the financial statem ents. 

A ssets lim ited as to use 
Assets lim ited as to use prim arily include cash designated by the board for the paym ent of 
em ployee benefits; required balances of cash to be held on deposit w ith the Louisiana Hospital 
A ssociation for workers' com pensation, m alpractice and general liability coverage; and required 
balances to be held in reserve by a lender. The board m aintains direct control of the funds set 
aside for em ployee benefits and m ay at its discretion subsequently use these fund for other 

purposes. 

l~rooertv and eouiom ent 

Property and equipm ent acquisitions are recorded at cost. Depreciation is provided over the 
estim ated useful life of each class of depreeiable assets and is com puted using the straight-line 
m ethod. 

Gifts of long-lived assets such as land, buildings, or equipm ent are reported as unrestricted 
support, and are excluded from the excess of revenues over expenses, unless explicit donor 
stipulations specify how the donated assets m ust be used. Gifts of long-lived assets wflh explicit 
restrictions that specify how the assets are to be used and gifts of cash or other assets that m ust 
be used to acquire long-lived assets are reported as restricted support. A bsent explicit donor 
stipulations about how long those long-lived assets m ust be m aintained, expirations of donor 
restrictions are reported when the donated or acquired long-lived assets are place in service. 

Tem porarily and t~erm anentlv restricted net assets 
Tem porarily restricted net assets are those whose use by the Hospital has been lim ited by donors 
to a specific tim e period or purpose such as the original hospital facilities discussed above. 
Perm anently restricted net assets have been restricted by donors to be nm intained by the Hospital 
in perpetuity. At June 30, 1999, there w ere no perm anently restricted net assets. 

N et l~atient service revenue 
The llospital has agreem ents w ith third-party payers that provide for paym ents to the Hospital at 
am ounts different from its established rates. Paym ent arrangem ents includes prospectively 
determ ined rates per discharge, reim bursed costs, discounted charges, and per diem paym ents. 
N et patient service revenue is reported at the estim ated net realizable am ounts from patients, 

third-party payers, and others for services rendered, including estimated retroactive adjustments 
under reim bursem ent agreem ents with third-party payers. 



UNIO N G EN ERA L H O SPITA L, INC. 
N O TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

NO TE 1 - SUM M ARY O F SIG NIFICANT ACCO UNTING PO LICIES - Continued 

Retroactive adjustments are accrued on an estimated basis in the period the related services are 
rendered and adjusted in future periods as final settlements are determined. 

~ digenl care 
The Hospital provides care to patients who m eet certain criteria under its indigent care policy 
without charge or at am ounts less than its established rates. Because the Hospital does not 
pursue collection of am ounts determ ined to qualify as indigent care, they are not reported in net 
patient revenue. 

Cash and cash euuivalents 
Cash and cash equivalents include all cash on hand and in banks, having original m aturities of 90 
days or less. Investm ents w ith original m aturities in excess of 90 days are classified as short- 
term investm ents. Cash and cash equivalents exclude assets whose use is lim ited. 

NO TE 2 - N ET PA TIENT SERVICE R EVEN UE 

The Hospital has agreem ents w ith third-party payers that provide for paym ents to the 1 lospital at 
am ounts different from its established rates. A sum m ary of the paym ent arrangem ents with 

major third-party payers follows: 

M edicare - Inpatient acute care services rendered to M edicare program beneficiaries are paid at 
prospectively determ ined rates per discharge. These rates vary according to a patient 

classification system that is based on clinical diagnostic, and other factors. Inpatient nonacute 
services, certain outpatient services, and defined capital and m edical education costs related to 
M edicare beneficiaries are paid based on a cost reim bursem ent m ethodology. The Hospital is 
reim bursed for cost reim bursable item s at a tentative rate w ith final settlem ent detet'm ined after 
subm ission of annual cost reports by the Hospital and audits thereof by the M edicare fiscal 
interm ediary. The Hospital's M edicare cost reports have been settled by the M edicare fiscal 
intermediary through 1997. 

Since July 1, 1994, the H ospital has been paid for substantially all services rendered to inpalient 
M edicaid program beneficiaries under prospectively determ ined rates, which are paid on a per 
diem basis. Costs incurred on services rendered to M edicaid inpatients which exceed the 
prospectively determ ined paym ent rates are not recoverable from  the M edicaid program of its 
beneficiaries. N o changes were m ade to the outpatient reim bursem ent. The Hospital M edicaid 
cost reports have been settled by the M edicaid fiscal interm ediary through M arch, 1995. 

10 



UNIO N G ENERA L H O SPITAL, IN C. 
NO TES TO FINAN CIAL STA TEM ENTS 
June 30, 1998 and 1997 

N O TE 2 - NET PA TIEN T SERVICE R EVENU E - Continued 

The Hospital also has entered into paym ent agreem ents with certain com m ercial insurance 
carriers, health m aintenance organizations, and preferred provider organizations. The basis for 
paym ent to the Hospital under these agreem ents includes prospectively determ ined rates per 
discharge, discounts from established charges, and prospectively determ ined daily rates. A 
sum m ary of net patient revenue is as follow s: 

Inpalieat charges 
O utpatient charges 
Total Charges 

Medicare, Medicaid and other contractual adjustments 
D isproportionate share funds received 
Indigent and HilI-Burlon free care 

N et Patient Revenue 

NOTE 3 - PROPERTY AND EQUIPM ENT 

.1999 
$ 5,123,402 

2,261,883 

1998 
$ 5,764,561 

2,442,4 l 2 
7,385,285 8,206,973 

2,224,969 
136,888 
103,661 

$ 5,193,543 

2,806,619 ) 
191,370 

114,382 ) 
$ 5,477,342 

Property and equipm ent is stated on the basis of cost or fair m arket value at date of donation. 

Depreciation is provided using the straight-line m ethod in am ounts sufficient to am ortize the cost 
or other basis over the estim ated useful lives of the depreciable assets. Expenditures which 
m aterially increase values, change capacities or extent useful are capitalized. Routine 
m aintenance and repair item s are charged to current operations. A sum m ary of the accounts and 
the related accum ulated depreciation follows: 

1999 
Accum ulated 

.Cost Depreciation 
Land & land improvem ents $ 11,914 $ 1,447 
Buildings & building im provem ents 459,043 115,814 
Furniture & equipm ent 1,129,614 780

,397 
Facilitiesleased from  District 

. 3,298,134 
_  2,415,868 

Totals 
.$ 4,898,705 $ 3,313,526 

1998 

Co~ 

$ 10,414 
444,152 

1,058,157 
3,292,278 

$ 4,805,001 

Accunm lated 

~ reciation 
$ 1,193 

93,283 
679,092 

2,370 4~61 
~ 144,029 

U nder the term s of the operating agreem ent with the D istrict
, all equipm ent acquired by the 

ltospital through purchase or by gift shall be donated to the District if and when the ltospital 
ceases to operate the facility. 



UNIO N G ENERA L H O SPITA L, INC. 
N O TES TO FINANCIA L STATEM ENTS 
June 30, 1999 and 1998 

N O TE 4 - CH A RITY CA RE 

The Hospital m aintains records to identify and m onitor the level of charity care it provides. 
These records include the am ount of charges forgone for services and supplies furnished under 
its charity care policy, the estim ated cost of those services and supplies, and equivalent service 
statistics. During the year ended June 30, 1999 and 1998, approximately $ 104,000 and $ 
114,000, respectively, in charges were forgone at an estim ated cost to the Hospital of 
approximately $ 75,000 and $ 72,000, respectively. 

NO TE 5 - PENSIO N PLA N 

The H ospital has a discretionary contribution plan covering substantially all of its em ployees 
with over 1,040 hours of service. Contributions by the Hospital, if any are up to the discretion of 
the Board. D uring the years ended June 30, 1999 and 1998, the Hospital did not contribute to the 
plan. 

NO TE 6 - A DVERTISING 

Advertising for the Hospital consists m ainly of radio, billboard, and new spaper advertising. 
During the years ended June 30, 1999 and 1998, the Hospital incurred advertising expenses of 
$27,643 and $6,283, respectively. 

N O TE 7 - ACC O U NTS REC EIV ABLE ASSIG NED TO FACTO R 

A ccounts receivable are com prised of the following 

Receivables assigned to factor 
Less advances from factor 
Due from factor 

Unfactored accounls receivable 

Allowances for contractual adjustments and 
Uncollectible accounts 
N el Patient Revenue 

1999 
$ 11,349 

11,349 
-0- 

1,679,913 

743,000 ) ( 
936,913 

-0- 
-0- 
-0- 

509,201 

631,776 ) 
877.425 



UN IO N G ENERA L H O SPITA L, INC. 
NO TES TO FINAN CIAL STATEM EN TS 
June 30, 1999 and 1998 

NO TE 7 - A CCO UNTS R ECEIVA BLE ASSIG NED TO FA CTO R - Continued 

Pursuant to a factoring agreem ent, one of the Hospital's prim ary bank's acts as its factor for a 
portion of its patient receivables, which are assigned on a pre-approved basis. The factoring 
charge am ounts to 7.5%  of the receivables assigned. ]'he Hospital's obligation to the bank is 
collateralized by all present and future receivables and all returned, repossessed, and reclaim ed 
goods, q'he Hospital has entered into a revolving credit and security agreem ent with the same 
bank, which expires oll M ay 25, 2000, in the am ount of $ 300,000. 

Pursuant to the term s of the agreem ent, which can be canceled by either party upon 60 days' 
written notice, the Hospital is required to m aintain a reserve account equal to 10% of the face 
am ount of receivables presented to and approved by the bank. The balance and reserve 

percentage of this account may be adjusted from time to time at the bank's discretion. Funds out 
of this reserve account can only be drawn or disbursed at the consent of the bank. Interest is 
charged to patients from 9%  to 18% , depending upon the individual patient receivable balance. 

N O T E 8 - LO N G -T ER M  D EBT 

Long-term debt consists of notes payable and a line of credit draw resulting from receivables 
assigned to factor. The follow ing is a sum m ary of long-term debt at June 30, 1999 aud 1998: 

Due to bank; payable monthly at $ 1,481 including 
iotercst at 8.25% ; secured w ith house and two lots; 
m atures on Decem ber 21, 1999 
Due to bank; payable monthly at $ 1,525 for 11 
months with a final balloon payment of $24,008 
including interest at 6.5% ; secured with a 
certificate of deposit; m atured on Decem ber 11, 
1998 
Due to bank; payable monthly at $ 1,720 including 
interest at 5.85~/,,; secured w ith a certificate of 
deposit; matures on October 20, 2001 
Due to bank; line of credit up to $ 300,000 
including interest at 9%  to 18% ; secured by 
accounts receivable assigned to factor (see Note 
6); matures on May 25, 2000 

Total Ioag-tcrm debt 

1999 1998 

$ 37,603 $ 51,640 

-0- 30.869 

10,145 

11,348 

$ 59,096 

-0- 

-0- 

$ 82,509 



UNIO N G ENERA L H O SPITAL, INC. 
N O TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

NO TE 8 - LO NG -TERM  DEBT - Continued 

Future note principal paym ents under these borrow ing arrangem ents are as follows 

Year End~  
2000 
2001 
2002 

NO TE 9 - O FF BALAN CE SH EET RISK S AND CREDIT CO NCENTRA TIO N S 

Concentrations of credit 

$ 6,727 
6,545 
5,824 
9,096 

The Hospital is located in Farm erville, Louisiana, and grants credit on its services to its patients, 
substantially all of whom are local residents of the Parish. Generally, the Hospital accepts 
assignm ents of patients' benefits payable under either public or private insurance program s or 
policies in lieu of collateral to secure its patient accounts receivable. At June 30, 1999 and 1998, 
approxim ately 47%  and 72% , respectively, of patient accounts receivable was related to the 

M edicare and M edicaid programs. Future changes (if any) occurring within the local economy 
or the M edicare and M edicaid reim bursem ent m ethods can significantly affect the operations of 
t11o H ospital. 

Volum e of services 
The hospilal is dependent upon local physicians practicing in the im m ediate service area for ils 
volum e of patients. Any decrease in the num ber of physicians from  the current level can 
significantly affect hospital operations. 

Professional liability 
]'he Hospital participates in the Louisiana Patients Com pensation Fund established by the State 
of l.ouisiana 1o provide m edical professional liability co-~erage "to health care providers. The 
fund provides $ 400,000 in coverage per occurrence above the first $ 100,000 per occurrence for 
which the ltospital is at risk. ]'here is not a lim itation placed on the num ber of occun'ences 
covered. 

M em bership in the Louisiana Hospital Association Trust Fund provides additional coverage for 
the professional m edical m alpractice liability for the Hospital. Prem ium s paid to the fund are 
based on lhe loss experience of the Hospital. The portion of/he funds that is refundable to the 
ltospital is included in assets whose use is lim ited. 



U NIO N G EN ERAL H O SPITAL, IN C. 
N O TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

N O TE 9 - O FF BALAN CE SH EET RISK S AN D CREDIT CO N CENTRATION S - Continued 

W orkers com Densaiio 

The Hospital participates in the Louisiana Hospital Association's self-insurance W orkmen's 
Com pensalion Trust Fund. Should the fund's assets not be adequate to cover claim s m ade 
against it, the H ospital m ay be assessed its pro rate share of the resulting deficit. It is not 
possible to estim ate the am ount of assessm ents, if any, under this program . The portion of the 
fund that is refundable to the Hospital is included in board designated funds. 

1 lilI-Burton obligation 
As a result of the District receiving a federal Hill-Burton program grant of $ 660,000, the 
ltospital is required to provide a reasonable volum e of uncom pensated services to patients who 
are unable to pay for their m edical care. Uncompensated care has been provided by the Hospital 
through the fiscal year ended in 1999. The Hospital m ay be required to furnish additional 
aum unts and periods of uncom pensated care as a result of third party audits and retroactive 

determinations. The amount of such adjustments, if any, cannot be determined. 

NO TE 10 - CO N TRA CTUA L CO M M ITM ENTS 

The Hospital has entered into noncaneellable m aintenance agreem ents for m edical equipm ent 
that require the H ospital to pay m onthly am ounts to the expiration of the agreem ents. In addition 
the Hospital has an operating lease com m itm ent for the rental of IV pum ps. During the years 

ended June 30, 1999 and 1998, the Hospital paid approximately $ 49,970 and $ 49,200, 
respectively, tow ard these com m itm ents. The follow ing is a sum m ary of the approxim ate 
rem aining portion of these com m itm ents: 

Year Ending June 30, 
2000 
2001 
2002 
2003 
2004 

M aintenance 

$ 9,800 
=0. 
-0- 
-0- 
-0~ 

Lease 

$ 10,970 
10,970 
4,300 

-0- 
-0- 

The Hospital entered into an agreem ent with two physicians whereby the Hospital employed 
each physician to operate separate clinics for a period of two years beginning Septem ber 1, 1996. 
The physician contracts are for two years and expire in August and Septem ber, 1999. Under 
these agreem ents, the Hospital has agreed to pay the physician salaries and all expenses in 
connection w ith their clinic practices in exchange for receiving the physician revenues produced 
through their practices. The rem aining salary and benefit com m itm ent to the physicians under 
the agreements at June 30, 1999 is approximately $ 55,978. 
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NO TE 10 - CO NTRA CTUA L CO M M ITM ENTS - Continued 

Effective February 28, 1995, the Hospital entered into a five-year contract w ith Sunrise 
llealthcare for the m anagem ent of a behavioral health unit. Under the term s of the contract, the 
hospital will provide 8 contiguous beds of the hospital to Sunrise for the treatm ent of psychialric 
disorders beginning July 1, 1995. All patient charges generated by the behavioral health unit 
belong to the Hospital. N orm al operating expenses of the unit w ill be paid by Sunrise witb 
the Itospital paying Sunrise to m anage the unit. H ospital m anagem ent expects the revenue 
produced by the unit to m ore than offset the m anagem ent fees paid to Sunrise Healthcare. For 
the years ended June 30, 1999 and 1998, the Hospital paid Sunrise Healthcare $ 1,180,000 and 
$1,115,000, respectively under this arrangement. 

NO TE II-PRO PERTY TA X R EVENUES 

In N ovem ber, 1998, the voters of the District approved the authorization of a ten-year, 5 m ill, 
property tax levy on all taxable property located within the District. The tax can be used for 
constructing, m aintaining, im proving, equipping, and operating the hospital facilities. Revenues 
from the tax levy are expected to be received beginning in January, 2000. The District board of 
directors determ ines how the tax proceeds will be spent. 

NO TE 12 - YEA R 2000 ISSUE 

The year 2000 issue is the result of shortcom ings in m any electronic data processing system s and 
other equipm ent that m ay adversely affect file Hospital's operations as early as 1999. 

The H ospital has com pleted an inventory of com puter system s and other equipm ent necessary to 
conducting the Hospital's operations. Based on this inventory, the Hospital has identified such 
system s as being financial reporting, payroll, and m edical equipm ent. 
,, The ftnaneial reporting and payro|I system s have been assessed. The hardw are portion of these 

system s has been rem edialed, and tested and validated. The software portion of these system s has 
been rem ediated by the software vendor and is currently being tested and validated. The llospital 
plans to have this new software installed and have the validation and testing stage completed in 
N ovem ber 1999, 

~ The Hospital uses various item s of m edical equipm ent. This equipm ent has all been assessed, 
rem ediated, and tested and validated. 

At June 30, 1999, he Itospital has spent approximately $ 10,300 in replacing various software 
systems. In addition, approxim ately $ 2,500 is planned to be spent in the remainder of 1999 to 
com plete the rem ediation efforts for the financial reporting and payroll system software. 



UNIO N G ENERA L H O SPITA L, INC. 
N O TES TO FINAN CIAL STATEM ENTS 
June 30, 1999 and 1998 

N O TE 12 - YEAR 2000 ISSUE - Continued 

Because of the unprecedented nature of the Year 2000 issue, its effects and the success of related 
rem ediation efforts will not be fully detem ainable until the Year 2000 and thereafter. 
M anagem ent cannot assure that the Hospital is or will be Year 2000 ready, that the ]tospital's 
rem ediation efforts will be successful in whole or in part, or that parties with whom the Itospital 
does business w ill be Year 2000 ready. 
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REI'ORT ON COM PLIAN CE AN D ON IN TERN AL CON TROL OVER FINAN CIA L 
REPORTING BA SED ON AN A UD IT OF FINAN CIA l. STATEM EN TS PERFORM ED IN 

A CCORDAN CE W ITH GO VERNM EN T A UDITING STANDARDS 

To the Board of D irectors 
Union General H ospital, lnc 
Farm erville, l.ouisiana 

W e have audited the financial statements of Union General Hospital, Inc. (A nonprofit organization) as 
of and for the year ended June 30, 1999, and have issued our report thereon dated Septem ber 8, 1999. 
W e conducted our audit in accordance w ith generally accepted auditing standards and standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Com ptroller 
General of the United States, 

Com pliance 
As part of oblaining reasonable assurance about whether Union General Hospital, lnc.'s financial 
slatem ents are free of m aterial m isstatem ents, we perform ed tests of its com pliance with certain 
provisions of laws, regulations, contracts and grants, noncom pliance w ith which could have a direct and 
m aterial effect on the determination of financial statem ent am ounts. However, providing an opinion on 
compliance with those provisions was not an objective of our audit and, accordingly, we do not cxprcss 
such an opinion. The results of our tests disclosed no instances of noncom pliance that are required to be 
reported under Government Auditing Standards. 

nternal Control Over Financial Renortin~, 
In plauning aud perform ing our audit, w e considered U nion General H ospital, lnc.'s internal control over 
financial reporting in order to determ ine our auditing procedures for the purpose of expressing our 
opinion on the financial statem ents and not to provide assurance on the internal control over financial 
reporting. Our consideration of "the internal control over financial reporting w ould not necessarily 
disclose all m ailers in the internal control over financial reporting that m ight be m aterial w eaknesses. 

A m aterial weakness is a condition in which the design or operation of one or m ore of the inlem al 
control com ponents does not reduce to a relatively low level the risk that m isstatem ents in am ounts that 
would be m aterial in relation to the financial statem ents being audited m ay occur and not be deteclcd 
w ilhin a tim ely period by em ployees in the normal course of perform ing their assigned functions. W e 
noted no m atters involving the internal control over financial reporting and its operation that we consider 
to be m aterial weaknesses. However, we noted other m atters involving internal control over financial 
reporting thai we have reported to m anagem ent of Union General H ospital, Inc. in a separate letler dated 
Septem ber 8, 1999. 



Summary of Prior Year Findings 

W e have reviewed the Hospital's responses to the item s noted in the previous year's audit report. Based 
on our review , we believe the Hospital has responded appropriately to these findings. 

This report is intended for the inform ation of the board of directors, m anagem ent, and the Legislative 
Auditor's O ffice of the State of Louisiana. However, this report is a m atter of public record, and its 
distribution is not lim ited. 

Neum an, Richardson & Co., L.L.P. 
Septem ber 8, 1999 
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In planning and perfom aing our audit of the financial statem ents of Union General Hospital, Inc. 
for the year ended June 30, 1999, we conside,'ed its internal control structure in order to 
determ ine our auditing procedures for the purpose of expressing an opinion on the financial 
statenlen[s and not to provide assurance on the internal control struclure, llowever, we holed 
certain m atters involving the internal control structure and its operation thai we consider to be 
reportable conditions under standards established by the Am erican Institute of Certified Public 
Accountants. Reportable conditions involve m atters coining to our attention relating to 
significanl deficiencies in lhe design or operation of tile internal control structure that, in our 

judgment, could adversely affect Union General Hospital lnc.'s ability to record, process, 
sum m arize, and report financial data consistent w ith the assertions of m anagem ent in tile 
financial statem ents. 

Thc m atters noted below arc only those that cam e to our attention and, had the procedures for 
internal control structure related m atters been m ore extensive, other m atters m ight have been 
noted. N o opinion is exprcsscd regarding the internal control structure taken as a whole. 

Board Approval of Fixed Asset Dispositions 
Conlulen{s: 
W c did nol notice any board approval wilhin the board m inutes for lhe disposilion of a x-ray 
m achine from the physician office due to its disrepair and obsolescence. 

Recom m endations 
Since lhe l tospilal acts in a fiduciary capacity regarding the H ospital building and equipm ent, tile 
hospital board m inutes should m ention that the District's board has approved this disposition. 

I losN lal's Response 
The l)istrict's board of directors did approve this disposition; however, such approval was 
inadvertently om itted fi'om our board of direclor m inutes. 

Board A pproval of Specific Transactions 
Conllnents; 
In our review of board m inutes, we did not notice any approval for the agreem ent for accounts 
receivable assigned to factor or the corrcspondiog $ 300,000 line of credit (with an outstandiug 
balance of $11,349 on June 30, 1999) which began on M ay 25, 1999. 



Recom m endations 
This lransaction qualifies as a borrow ing arrangem ent and the hospital's board should approve a 
borrow ing on behalf of the hospital. 

ltosrfital's Response 
The hospital w as not aware of the line of credit arrangem ent when this arrangem cn! was m ade 
witla the bank. No mention of the $300,000 line of credit was m ade when lhe arrangement 
ncgotialed with the bank. This arrangem ent will be brought to the attention of our board of 
directors at the next m eeting for their approval. 

W e express our appreciation for the cooperation we have received from all em ployees of U nion 
General llospilal, Inc. This report is intended solely for the inform ation and use of the 
Legislativc Auditor, the board of directors and m anagem ent. 

N cum an, Richardson & Co., L.L.P. 
Septem ber 8, 1999 


