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Sir:
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FAMILY CARE OUTPATTENT CENTER, INC.

EXIT CONFERENCE

We held an exit conference on January 3, 1983 with the
Dean of School of Medicine, the President of Board of
Directors and the Executive Director. The report was
reviewed and discussed and all comeurred with the in-

formation included in this report.



FAMILY CARE OUTPATIENT CENTER, INC.
INTRODUCTTION

The Pamily Care Qutpatient Center Corporation was formed May 13,
1976 wnder the provisions of Chapter 31, Article 1, Section 27 of the West Vir—
ginia Code. The following individuals were the incorporators:

Olen E. Jones, Jr. Joseph C., Peters

Pavl H. Collins George J. Hill, M.D.

The principal office of the corporation is located at 1801 Sixzth Avenue,
Huntington, West Virginia.

The corporation is organized as a nonprofit orgamization that is
exempt from federal income tax under Section 501 (¢) (3) of the Intarnal
Revenue Coda. During the fiscal year 1982, there ware 43 physicians in the
corporation.

The corporation's officials for the yaar ended Jume 30, 1982

were as follows:

Ermest F, LeaherTy .« o ¢ o o o s o s ¢ o s s s oo b o o o o 4 0 s President
DOrothy MAYNE .+ « o o o o o o s s s o o o o o o o o o o« « Vice President
Charlene SizemMOT® . « + « « « o « o « « ¢ + « « « o « o Secretary/Treasurer
AL Wo Clark o « + + o« o o = o o o s o s o o s o s o o o o o s o o » Director
Paul COLLIMB « o o o o o o o o o« o o s s o s« a o o s ¢ o+ « o » o Director
Gary Dodd o v 4 o 4 4 0 e 0 e 4 s e s e s s e e e s et s s s e e Director
Ronald G. MIARIFEF . & &« 4 o 4 o o ¢ o o s s o s o s+ s o o o s o o o Director
Jody SmIrl . & 4 4 4 e 4 4 e s s e e e b s e s s e e e e e s s s Diractor
Donald C. TATEET + « 4 o o « o o o s = = = « s o o o o o o ¢ o o o Director

EX~OFFLCIO MEMBERS OF THE BOARD OF DIRECTORS

Dr. Robert Haye8 . . + . « « « « « « « « « o President, Marshall University

Dr. RODOrt COOR « + « o « o o o « o o« o o » » o » Dean of School of Medicine
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EXECUTLVE OFFICERS

John M. Zink . . . . ¢ 4 ¢ ¢ « 4+ 4+ o s 4 ¢« « s o o« + +» » E=ecutive Director
Donald Melnick, M.D. . . . « &« 4 & ¢ ¢ « 4+ + ¢ + & + s +« +« Medical Director
The purposes for which the corporation was formed are as follows:

1. To establish, maintain, operata and mapage a public nonprofit family care
clinic for the reception and treatment of ambulatory outpatients residing in
southern West Virginia and the surroumding areas.

2. To establish, cooperate and participate with any public imstitution of
higher learning, emy public educational Institution or association, or any
branch, agency, adjuuct or affiliate thereof, in any plan or program concerning
any matter pertaining to public or commmity health.

3., To develop, promote, encourage and support any group, organization, agency,
agssociation or cooperative existing exclusively for nonprofit charitable and/or
public purposaes in the furtherance of a coordinatad and planned health system
serving tha residents of southern West Virginla and residents of the surrounding
areas.

4. The corporation shall have the power, either directly or indirectly, either
alone or in conjunction or in cooperation with others, to do all other lawful
acts and things and to engage in all lawful activities which may be necessary,
useful, suitable, desirable or proper for tha furtherance and attainmment of any
or all of the purposes for which the corporation is organized.

On December 16, 1981, the above stated purposes were supplemented as
follows:

1. To provide diasgnostic and treatment care to ambulatory patients in the
form of primary and comsultative practice, clinical and anatomic pathology,
diagnostic radiography, epidemiology and commmity health and other servicas
needed in the Huntington, West Virginla area, not requiring overpight or emer-

gency traums care coverage at the family care outpatient center;
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2., To insure -that all patients treated in the center receive optimal care,
and to gagure quality assessment and progrem evaluation;

3. To provide a means whereby problems of medical administrative nature may
be discussed by the medical staff with the governing body and the administra-
tion;

4, To formulate principles of practice, which specifically outline standards
governing servicas rendered at Family Care Outpatient Center, Inc., including
but not confined to, patient rights and responsibilities, collection of expli-
city defined data base, adoption of standardized medical records, wechanisms for
patient education, provision of provider of continuing education via audit and
other means, provision of coverage for patient care, and mechanisms for estab—
lishing fees; and,

5. To emgage in cooparative afforts with Marshall University In programs of
teaching and research, .

The provisions for the regulation of the intarnal affairs of the cor—
poration are as follows:

1. The affairs of the corporation shall be managed end controlled by the
Board of Directors composed of not less than three nor more than nine membera
elected as provided by the by-laws of the corporatiom.

2. No part of the incoma of the corporatiom shall inure to the benafit of
any director or officer of the corporation or any private individual (except
that reasonable compensation may be paid for services rendered to or for the
corporation affesting one or wmore of its purposes), and no director or officer
of the corporation or any private individual shall be entitlad to share in the
distribution of amy corporate assets on dissolution of the corporatioun.

3. In the avent of the liquidation or dissolution of the corporatlon, whether
voluntary or involuntary, all of the remsining property of the corporation shall

be paid and distributed to "A." Such organization or organizations formed for the
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game purposes and then qualified as a tax exempt organization under the provisions
of Section 501 {c¢) (3) of the Internal Revenue Code of 1954 and the regulations

promulgated thereunder as the same now exist or as they shall be hereafter amended
from time to time, or "B." To a federal, state or local govermment, for a public

purpose, all as the Board of Directors of the corporation shall determine.



FAMILY CARE OUTPATIENT CENTER, INC.
GENERAL REMARKS

Scope

We have completed our review of the Family Caze Qutpatient Center,
Inc. (FCOC) for the year ended June 30, 1982. The purpose of this review was to
obtain information for the Joint Committee on Government and Finance in
ordar for the Committee to beacome more kmowledgeable of the corporation's
operations,

Also, includad in this report is the audit report on the FCOC's fi-
nancial statements for the year ended Jume 30, 1982 that was prepared by a
local independent cartified public accountant.
Revanues

The corporation’s revenues are generated from fees charged patients
at the Family Care Qutpatient Cemter for professional medicegl services. The
corporation's fee gchedule is reviewed periodically. Also, revenues are
generated from the Investment of funds not needad for Immediate oParatians.

The corporation's revemues for the 1982 fiscal year were as follows:

Patient Services $2,449,433
Intarest 104,780
Miscellaneous Income 48,410

$2!602§623

Physiciana' Salarias

At the beginning of every fiscal year, each physician signs a con-
tract with Marshall University stating what their compensation will be from
the various sources; which are, astipends from the state, veterams' administration
assistance grant funds, and patient care activitiaes., The patient care activities
portion is from either services performed at the Family Care Outpatient Center
or the Veterans' Administration Mediecal Center. The total allowable salary

for each faeculty member is set each year by the Dean of the School of Mediecine
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and approved by the President, All salaries are set according to guidelines
establishad by Marshall University and the Board of Regents. The physicians'
salaries ara not determined by the emowmt of money genarated by the physicians
through patient care activities, but on the basis of total contribution to the

School of Madicine. The salaries were as follows during the 1982 fiscal year:

Marshall University Salaries $1,278,334.18
Medical Corporation Salaries 656,773.00
Total Physiciana’' Salaries - 81,935,107.18

Physicians' FPringe Benafits

All permanent full-time and permanent part-time employees of the
Pamily Care Outpatient Center, Inc. participate in the Teachers' Insurance
Annuity Association (TIAA) College Retirement Equities Fund (CREF). Contri-
butions are made on a mouthly basis during the years of participation in
accordance with the following schedule:

PLAN CONTRIBUTIONS AS A PERCENT OF SALARY

Participant FCOC Total
62 62 12%

In the event a participant in the plan terminates employment for
reasons other than retirement or disabillity and requests that TIAA/CREF re-
purchagse his or her amnuity, the corporation will approve such repurchase
providad the participant is not employed by or moving to another institution
having a TIAA/CREF retirement plan for which he or she will be aeligible, and
provided the repurchase meets the other conditions under which TTAA/CREF will
repurchese annuities.

The physicians are also covered by a $10,000 insurance policy that
is purchased by Marshall University with anr option to purchase an additional
$20,000,



Individual and institutional dues and. membership fees are paid as
& corporate expemse. Included are state and local medical society memberships
that were a requirement for obtaining medical malpractice 1llability insurance
under Aetna insurance.

The physicians also were covered by personal liability insurance.
This was another raquirement for obtaining medical malpractice ingurance by
detna Insurance Company. This was an umbrella liahility policy that was
purchased on each physiclan., It should be noted in this regard &nd in the
membership item above that Aetna was the only carrier writing medieal mal-
practice insurance for the State of West Virginia.

Employees' Salaries end Frirnge Bemefilts

During the fiscal year 1982, the Family Care Outpatiemt Centar
employed 67 people. The employees' salaries are paid by the Family Care
Outpatient Center along with fringe benefits. Thé amployeas are not 3tate
employees and consequently the corporation pays 100Z of the salaries and tha
fringe benefits. The total employees' compensation f£or the 1982 fiscal year
was $653,169,

The employees are also covared by a life insurance policy with
the medical group insurance systems. The coverage 1s equal to the employees'
salary with a minimum coverage of $10,000 and & maximum of $50,000. 1In
addition, the employees are covered by the TIAA disability imsurance planm.
These premiums are paid by the corporatiom.

Purchasing

Purchases are sagregated into two categories, those to purchase the
routine operating necessitias of the practice corporation and those to support
the acadamlic departments' research and. education activitlies. Purchasing is

performed via a petty cash fund or via advance purchase order. The Dean of



the School of Medicine has allowed each department to establish a petty
cagsh fund of-up to $100. This allows for minor purchases for immediate
office supply needs or other purchases that are urgent in nature. These
purchages are approved by the department chairmen. The petty cash fund
is replenished weekly, bi-monthly or monthly requisitions which must be
accompanied by all of the supporting documents for pravious usage of
the petty cash fund.

All other purchasing requires advance purchase orders. Items
exceeding $100 in unit pzrice and having life expectancy of more than one
year are classified as equipment. Other purchases of items or sarvices are
categorized as current expense or repairs and alterations. Those purchase
orders from the academlc departments using funds set aside for academic
rasearch and educational support activities require prior approval of the Dean
of tha School of Medicine and the department chairpersoms. Purchase orders
for practice activities are through corporata operating fumds budgeted
amually by the corporate administrative officers and approved by the Board
of Diractors. Those purchase orders require approval of the FCOC. admini-
stration, Them the purchases are sent fio FCOC Purchasing Dapartment, which
is operated jointly with the Marshall University School of Medicine Receiving
Department. While purchases that are urgent may not have to go through the
entire bidding process, routine purchases go through a formal bidding process
to determine the lowest bidder and capture whatever saving possible.

Travel Reimbursement

Family Care Outpatient Center employees use the same travel guidelines
that are used by the State of West Virginia. However, in addition to the men-—
datory travel requistion, a statememnt of.jusification for the trip iz included

at the end of the description and.itemization of expenses.



L

All traval requistion purchase orders are submitted in advanca of the
trip if possible. The requisition lists the place of the meeting and an itemi-
zation of expenses. However, before payment is made on all faculty expenses,
approval from the Dean of the School of Medicine is required in addition to all
of the appropriate documentation supporting the espenditures. In instances
where expenses are greater than the.advance that was received, the diffarence
ia reimbursed to the individual by FCOC provided there is proper documentation

and the axpendltures appear reasonable in nature.
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. Family Care Outpatlenr Center, Inc.
AUDIT REPORT

June 30, 1982
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)

KEN SMART & ASSOCIATES ac
Certified Public Accountants

Board of Directors

Family Care Outpatient Center, Inc.
1801 Sixth Avenua

Huntington, WV 25701

Gentlemen:

We have examined the balance sheer of Family Care Outpatient
Center, Inc. as of Jume 30, 1982, and the related statements of in~
come and fund balance and changes in financial positicm for the year
than ended. Our examination was made in accordance with genarally
accapted auditing standerds, and accordingly included such tasts of
the accounring records and such other auditing proceduras as we con-
aidered necessary in the circumstances.

In our opinion, the aforementioned financial statements present
fairly the finswcial position of Family Care CQutpatient Center, Inc.
at Junae 30, 1982, and tha results of its operations and the changes
in its financial position for the year then ended, in conformity with
generally accepted accounting principles applied on & basis consistent
with that of tha preceding year.

,J&h, uﬂiwuifi ;f;acﬁ;nltmf

August 25, 1982

- 12 =
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Familv Care Qutpatient Center, Inc.
STATEMENT OF FINANCIAL POSITION
June 30, 1982

ASSETS
CURRENT ASSETS
Cash - Family Care Outpatient Canter, Inc. § 30,624
Univeraity Physiclans 64,958
Accounts Receivable - Net (Note 1) 868,007
Ioventory (Nocte 1) 71,058 .
Prepaid Expenses 17,233
Invastmants in Securicles - FCOC 132,217
Iovestmaents In Securities - U. P. 591,368
Total Current Assats $1,675,465
FIXED ASSELS
Furniture, Fixtures & Equipment $417,096
Lass: Accumulated Depraciation (Note 1) (28,105)
Total Fixad Assets 388,989
* OTHER ASSEIS
Deposits 641
TOTAL ASSETS 2,065,095
- 13 -

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS FINANCIAL STATEMENT



Family Care Qutparient Center, ILnc.

STATEMENT OF FINANCIAL POSITION
June 30,

LIABILITIES AND FUND BALANCE

CURRENT LIABILITIES
Taxes Payable
Acecrued Expensas
Total Current Liabllities

NON=-CURRENT LIABILITIES
Lease Commitment (Note 2)

TUND BALANCE

TOTAL LIABILITIES AND FUND BALANCE

$22,751
55,811
$ 78,562
18,450
1,968,083
52,065,035

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS FINANCTAL STATEMENT
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Family Care Outpatient Center, Imc.
STATEMENT OF INCOME

For the Year Ended June 30,

REVENUE
Gross Charges - Fees for Service
Other Professional Income
Less: Contractual Adjustments
Bad Debt Allowance
Net Revenue

QPERATING EXPENSES
Human Resources:
Physicians '
Salaries and Wages
Total Human Resources

Purchased Services

Physical Resgurces:
Supplies
Occupancy and Use
Depreciation
Maintenance and Repairs
Total Physical Rasources

Ganeral and Administrative:
Payroll Tazes
Insurance
“Amorrization
Legal and Accounting
Other Genarzl and Administrative
Total General znd Administrariva

Reimbursed Overhead
Total Operating Expenses

NET INCOME (LOSS) FROM OPERATIONS

OTHER INCOME
Intarest Income
Migcellanaous Locome
Total Other Income

NET INCOME
- 15 -

1982
UNIVERSITY
TOTAL FGOC PHYSIGIANS
$3,277,737 §1,175,733  $2,102,004
191,971 -0~ 191,971
(763,975)  (174,399) (589,576)
(256,300) ___ (64,132) (192,168)
$2,449,433 $ 037,202  $1,512,231
$ 656,773 § 8,887 § 647,886
653,169 506,398 146,771
1,309,942 § 515,285 §_ 794,657
S 286,739 § 139,528 -§ 147,211
$ 226,901 § 222,332 § 4,569
25,297 15,513 9,784
25,078 5,599 19,479
16,280 15,875 4035
§ 293,556 § 259,310 5 __ 34,237
$ 136,183 § 76,6402 § 59,781
91,265 43,581 47,686
27,585 27,585 —0-
12,474 8,424 4,050
271,708 75,882 195,826
§ 539,215 § 231,876 §_ 307,341
$ ~0- § (300,843} § 300,843
§2,609,452 S 845,163  $1,584,289
$ 19,98l § 92,039 § (72,058)
$ 104,780 § 22,153 § 82,627
48,510 45,991 2,419
$ 153,190 § 68,144 § 85,046
S_173.171 § 160,183 § 12,988

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS FINANCIAL STATEMENT



Family Care Outpatient Center, Inc.
STATEMENT OF FUND BALANCE
For the Year Ended June 30, 1982

UNIVERSITY
TOTAL FCOC PHYSICIANS
FUND BALANCE, June 30, 1981 $1,790,013 § 437,560  $1,353,353
Contributions (Note 3) 3,999 3,999 -0=
Nat Incoms 173,171 160,183 12,988
FUND BALANGE, June 30, 1982 SL96B.0B3 S 601,762  $1.366.341

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS FINANCTAL STATEMENT
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Family Care Outpatient Center, Inc.
STATEMENT OF CHANGES IN FINANCIAL POSITION
For the Year Ended June 30, 1982

FUNDS PROVIDED

Ner Lncome $ 173,

Add: Expenses not requiring
an outlay of Working Capital-

171

078
385
834
621
999

Depraciation 25,
Amortizarion 27,

Total Provided by Operations $ 225,
Dispeosal of Fixed Assets 39,
Contributions 3,
Decrease in Securitias 320,

Total Funds Provided

FUNDS APPLIED

554
$390,008

163
367
569

Increase in Daposits 3

Purchase of Fixed Assats 288,
Reduction of Lease Commitment l,
Increase in Working Capical 299,

Total Funds Applied

SCHEDULE OF CHANGES IN WORKING CAPTTAL

INCREASE (DECREASE)} IN CURRENT ASSETS

909

392)
186)
708)
484)
585
066

Cash - Femily Care Outpatient Center, Inc.. § (47,
Cash - Umiveraity Physicians (210,
Accounts Receivable (Net) (49,
ILoventory (3,
Investments in Securities . 623,
Prepaid Expenses 3,

Total Increase (Decrease) in Current Assats

INCRFASE (DECREASE) IN CURRENT LIABILITIES

Taxes $ 86,

§315,881

933

Accrued Expenses 9,

Total Increase {Decrease) in Current
Liabilities

INCREASE (DECREASE) IN WORKING CAPITAL

039

15,972

£223.309

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THIS FINANCIAL STATEMENT

- 17 -



Family Care Qutpatient Center, Inc. .
NOTES TO THE FINANCIAL STATEMENT
June 30, 1982

market. -

NOTE: #1 - SIGNIFICANT ACCOUNTING POLICIES
Accounts Recelvable - The organization had trade accounts
receivable ac June 30, 1982 of $1,213,350. 3345,343 of this
amount has been reserved as an allowance for uncollectible
accounts.
loventory ~ laventory 1s valued at the lower of cost or
Depreciation - The Organization deprecilates its fixed assets
on a straight line basis over the estimated useful lives.
income Tax - The Organization is axempt from Federal ILncome
Tax Under Sectiom 501 (c¢) (3) of the Intarmal Ravenue Code.
Equipment leases - Certain items of equipment are leased for
pariods of varying length. The aggregate monthly rental is
$§2,165.

NOTE: #2 - LEASE COMMLTMENT

On February ., 1977, the Organization enterad into & laase
with the West Virginia Board of Regents for its facilirilas

ar 1801 Sixth Avgnue, Buntington, West Virginia. The terms

of the lease provide for §1.00 annual rental. In additionm,
the Organization must maka, or reimburse the Board of Regents
for, property lmprovements during the leasa period which ends
June 30, 1982, in an amount not to exceed $163,000. The total
rental commitment of $163,000 was racognized as deferred lease
expense to be amortized over the period.

Transactions during the current year were as follows:

Daferred Lease Capitalized
Expense Laase Obligation
Balance Jume 30, 1981 $ 27,585 §19,419
Improvements made (969}
One vear's amortization of rental expense (27,583)
Balance June 3C, 1982 ) =0~ $18.4350

The remaining 518,450 hag been set aside to be used for we-—
modeling in the early part of fiscal year 1983 after the move
to the Veterans Admintstrarion site by the Schaol of Medicime
Basic Scilences Section.
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Tamily Care OQurpatient Canter, Inc.
NOTES TO THE FINANCIAL STATEMENTS
June 30, 1982

Contributions were funds expended on behalf of Family

Care Outpatient Cemter, Imc. for building improvements;
these funds were provided from Marshall University Founda-
tion fumds. In addition, a Grass 8-10 EEG Equipment and
Photic Stimulator were donated by the Owen Clinic Institute,

NOTE: 3 - CONTRIBUTIONS
Ine., Huntington, WV.
NOTE: #4 - INTER~-COMPANY ADVANCE

NOTE:

University Physiciams division advanced $130,000 to the FCOC
division towards the purchase of an IBM System 38 computer.
These fimds are to ba paid in four anpual installments of
$32,500 each without interest.

#5 - SECURTITIES

Securities consist of Cartificates of Deposit and shares of
money markat funds - E.F. Ruttonm, Natiomal Liquid Raserve
and Merrill Lynch Ready Asset Trust.
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STATE OF WEST VIRGINIA
OFFICE OF LEGISLATIVE AUDITOR, TO WIT:

I, Encil Bailey, Legislative Auditor, do hereby
certify that the report appended hereto was made undar my
direction and supervision and that the seame is a true and
corract copy of sald report.

Given under my hand this Zf#’ day 09041:..1.4.@;147{_-

1983.

.E (& aé

Encil Bailey, Legislative Auditor

Copy forwarded to the Commlssioner of the Department
of Finance and Administration to be filed as a public recoxd.
Copies forwarded to Marshall University; West Virginia Board of

Raegants; Attorney Genaeral; Covernor; and, State Auditor.
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