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SPENCER HOSPI TAL

EXIT CONFERENCE

He held an exlt conference on February 25, 1986 ljlth the

Admlnistrator and the Asslstant Admlnistrator for the Hospltal

and }Iith the Asslstant Dlrector, Office of Adninlstra ve

Services for the Departnent of Health and all flndlngs and

recormendatlons were revlewed and discussed. The Hospltal's

responses are included ln the Sumnary of Flndlngs, Recomnenda-

tlons and Responses and after our recomnendatlons in the General

Renarks.



SPENCER HOSP ITAt

INTRODUCTION

Located ln Spencer, l{est Vlrginla, Spencer Hospltal has grcyn from

24 patlents In 1893, its ftrst year of opera on, to a curent average daily
populatlon of 140. orlglnally titled the Second Hospltal for the Insane, the

nane lJas changed t0 Spencer State Hospttal ln 1920 and to Spencer Hospltal in
1o74

l,l1th the development of the Hartley Plan ln 1983, the nlssion of Spencer

Hospltal rlas changed to thdt of a trainlng center for an adult Developmentally

Dlsabled population. By,July 1984, Spencer wlll be servlng a cllent populatlon

of approxlnately 150 persons. The resldential areas }lill be transforned into

small famlly style livlng areas. CIient servlces xlll lnclude trainlng ac vi-
tles In: Vocatlonal SkilIs, Phystcat Education and Recreati onl Lei sure Tralning,

Self Care Skills, Primary Skills, Acadenics, Comnunlcation and Independent Llvlng

Skllls.

Spencerrs nain focus rrill be to provide dignlty and qualtty of life for

the adult Developmentally Dlsabled populatlon of the State. Thls l,till be accon-

pllshed by provldlng progran areas and speclal services that meet the needs of

the cllents and by lncreaslng the cspabllittes of staff to meet those identlfled

needs. All actlvltles are dlrected toward developing the capaclty of the cllents

to functlon as cltlzens of their conTnunlues.

-2 -



SPENCER HOSPITAL

IMPLEMEIIIATION OF PRIOR AUDIT RECOMIiIENDATIONS

In the prlor audit covering the period April 13, 1978 thrtugh June 30,

1982, there Here 18 recorrnendations. During the curr€nt audit perlod, tJe noted

that elght r€comEndatlons had not been fully inplenented. These recomnendatlons

are l l sted below:

1. Brployees b€ gtven coples of all Deparfi€nt of Health Instructlons and

l{est Vlrglnia Code sections vhich are needed for compllance ln thelr

rork; and the Hospital and lts enployees comply wlth all applicable Hest

virginla Code secttons and Departnent of Health Instructlons. (see

pages 14- 15. )

2. The HosDltal use the provlslon of Chapter 27, ArtlcLe I, Section 1 0f

the ltlest Vtrglnla Code, as amended, to exonerate those patlents lrho do

not have the neans to pay for patient naintenance. The Hospttal use

the provtstons of Chapter 14, Arucle 1 of the l{est Vlrglnls Code, as

anended, to collect clains due the State. (See pages 16-20.)

3. The Hospital comply wlth Departnent of Health Instructlon No. 6046

that relates to contrcl of patlent accounts receivable as it pertalns

to prcof of billlngs uslng patient days. (see pages 22-23.)

4. sufflclent internal contrcls be established over cash recelpts lnto

Iocal accounts. (See pages 25-26. )

5. There be a proper segregdtion of dutles for the cash recelpts and

patlent accounts recelvable functlons. (See pages 26-27.)

6. The Hospltal and the Depar tent of Health prepare sufficient records

on appropriated accounts to verlfy conplete accuracy on a current
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basls and to prepare financlal statenents. (see pages 27-28.)

7. All lnproper payments from the Canteen Account be dlscontlnued.

(See pages 29-30. )

8. All excess funds ln checking accounts be invested ln the Consolldated

Investn€nt Fund until such funds are needed. (See pages 28-29.)

-4 -



SPENCER HOSP ITAL

ADMI NI STMTI VE OFFICERS AND STAFF

The admtnlstratlve offlcers and staff durlng the audlt perlod were

as fol I oHs:

Admlnlstrators During the Period

Barbara A. llarttn. . Septenber 1, 1983 - June 30, 1985
Desmond Byrne . . July 1, 1982 - August 3'1, 1983

other AdmlnlstratIve off lcers and Staff

Joseph Caffler
John Bergnan
Ir'lartha Carrier
Jeannette Bi rd

Director of Cl ient Servlces

fiiployee Servlces coordl nator
Staff DeveloDnent Coordl nator

Assi stant Admini strator

Chlef Medlcal offlcerDanl s Soylu
Kathryn Salvuccl Resident Advocate

-5 -



SPENCER HOSPI TAL

SUI4'1ARY OF FINDINGS, RECOI'IMENDATI ONS AND RESPONSES

AREAS OF I{ONCOMPLIANCE

Lack of Cornpllance l{ith Larrs, Rules and Regulations

1. The Adnlnlstrator and snpl oyees uere often not fanlliar wlth or had

complied Hlth appltcable [est Vlrginia Code secuons and Department

Health Instruc ons.

l{e recomnend the Adnlnistrator and Hospttal emptoyees comply }Jith appll-

cable liest Virglnla Code sections and DeDartnent of Health Instructtons.

C1pizA od thz ctde, pot i.Liu, otd. ploce.du.u de nat ava.iltbzz to ,Le-

6po 'ihLz QnpLo|eea. (See pages 14-15.)

llanagenent Reporting System Not Avallable
to Determine Ldck of Co[Dl iance

2. A nanagerEnt reporting systen yas not avallable to detennlne lack of

conpl I ance.

l,{e reconmend the Hospital establlsh a nanagement reporttng systen to

provlde the Adninlstrator l{lth sufficient flnancial infornatlon to

monitor financtal activlty and detennlne extent of corpllance.

uz aLe hplene.nljng tU.6 ae.conwnlttitn. (See page 15. )

llance l{lth the Handbook of Purchasing Procedures;
Department of Health Instructlon No. 3031 and the Hest
Vlrglnia Code, Chapter 5A, Article 3, Section 42 -
Equlpment and other Inventory

3. An annual physlcal inventory of all real and personal property

all equlHrent supplies and conmoditles had not been taken and

equipment records had not been prepared as required.

nol

of

and of

related



l/e reconnnend the Hospltal

5A, Arllcle 3, Section 42

conply rrlth the I'lest Virglnla Code, Chapter

and the Handbook of Purrhaslng Procedures.

A ph46i-M.t illv|fitr4 wa^ conda!'tQl aa SWrLcztL Ho6pi.to2 in June od 1984.

In wllod'a! c.llarh{, uQ 6,iM ra )LetL p)Loblen uLth the irLvartodg etnbLou

a,t. tJliA Ho6pkt2 .

Md2n prLopad.g 6ota. aejsr&nr 2 brttarnitala te t-hz Cantutl 0l6i!L

604 p4qn2tt, Patnztf. ia not uth.onLzed un thoul thU 6ohn. Co 26 od

tJ&.e loMA wi22. be tulnlal-ne.d. al, thz Hospi'ttz. (See page 16. )

Noncompl lance l,iith West Vtrglnla Code, Chapter 27,

Article 8, Section l; Department of Health Instructlon
No. 6060 and Spencer Hospltal Policy - Patlent Charges'

Exoneratlons, Abillty to Pay, Per Dlem Rates, Etc.

4. The Hospital had not used the provisions of Chapter 27' Arllcle 8' Sec-

tion I of the Hest virglnla code, as amended, and Depar lent of Health

InstruCtlons to exonerate only those patients i{ho do not have the means

to pay for all or a portion of charges for patlent naintenance and the

Hospltal had not charged a reasonable per dlem rate for patlent nalnte-

nance. The Hospltal had not complled wlth l'lest Virginia Code' Chapter

14, Arttcle 1, Sections 1 and 18 for collectton of patlent accounts

recelvable due the State.

l{e reconmend the Hospital comply vith the Hest Virglnla Code and Depart-

nent of Health Instructions for btlling and exonerations' per dlen rates

to be charged to patlents and collectlons of patlent accounts recelvable'

\te witl i.npletrzlla tlia ,LzLomQndtt'itn. (See pages 1610.)
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l\onconpl iance llith State Civil Servlce
Attendance and Leave Regulatlons

5. The Hospltal had not fully complled rlith state Clvll Service Attendance

and Leave Regulatlons and had lnsufflclent control over the tlr,€ r€port-

lng systen.

l.le recomnend the Hospital conply with State Clvil Servlce Attendance and

Leave Regulations and strengrthen thelr tlme r€portlng systen.

uQ. afue. hatenenl,.ing tua ,Ler.omendahitn. (see pages 20-21. )

Nonconpliance l.llth Deparfi€nt of Laborrs
Pamphlet on Mlnlmum Wage and Hour Standards -
For Maintaining Records

6. Authorizatton forms for payroll deductions vJere not located for all en-

ployees as requlred by the State Department of Labor.

lle recomnend oroDer authorizatlons for all deductions be obtalned and

updated as necessary.

Ue o.ze.i! the ptloce,56 ol nevia rg aIL dedutbn d.ounetltti.on doz

utpttqeea o.t SpenczL. (See page 22.)

Nonconpl lance l,{ith Department of Health lnstruction
No. 6046 - Patient Trustee Accounts lilanagenent

7. The Hospital had not complied Hith portions of the Department of Health

Instructlon for the proper nanagenent and handltng of patlent funds.

He reconrnend the Hospital comply with Departnent of Health Instruction

No. 6046.

ue ui12 conpf4 uiAh oI2 ,Lectrapnd.atlo . (See pages 22-23.)
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Itlonconpllance l.llth Rental Contract - Cost
of Facility Furnished to Department of Human

Services ln Excess of Revenues Received

8. The Hospital, pursuant to a contract wlth the Deparfiient of Hunan Serv-

lces, had not recover€d through rental income fron a bulldlng occupled

by the Departnent the estlmated cost of utilltles applicable to that

building t{hich are requlred to be recovered under that contract.

lie reconnend the Hospltal recover rents sufflclent to recover the estl-

nated cost of utilities.

Ue a)Le czr,ttilrz4 wiuing to ftan2Sotitta thq\e orrtngQnQJt^. A cltJae

ilL the. confitc,t a22st6 6oh thtl.. Ml- rLQfitL aq,Lepne.nla ore appnove.d, bg

tha DapaLanBnl 06 FlntrLce atn MnlrdatnttltD. (See pages 23-24.)

INTERML CONTROLS AND ACCOUNTING SYSTEI4

Inprovenents Needed in Internal Contrcl
over Cash Recelpts Into Local Accounts

9. The Hospttal did not provlde necessary lnprovenents for lnternal controls

over cash receiDts lnto local accounts.

le reconmend lmproved lnternal controls be establlshed over cash recelpts

lnto local accounts.

Potll! 6046 
^tatu 

tJttl nt onz pat son W6orn aIL achlvi,ti.et. Ne..246du!

ad.lu^hatra tu job d!'a/u ane beint nalL tn ctnpLA, (See pages 25-26.)

Deflclency in Internal Control over
Cash Dlsbursenents from Local Accounts

10. The HosDItal dld not exerclse sufficient internal control over cash dls-

bursenents from local accounts.
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lJe recomnend lnDroved lnternal controls be establlshed over dlsbursenents

fron local accounts.

0)e o/Le sttnping au copjJ.a ol '{llvobu pau' ThA p'Loeed!^e Atallei

duLitg thz adit puj.od. (see page 26. )

Deficiency ln Control over Cash Recetpts' Local

Accounts, and Patient Accounts Receivable
Functions Throuqh Seoaratlon of Dutles

11. The Hospltal exerclsed insufficient lnternal control over patlent accounts

recelvable. AIso, the Hospital exerclsed tnsufflclent lnternal control

over Iocal accounts due to a lack of sufflcient seDaratlon of dutles'

l{e reconnend lnproved

counts recelvable and

in contrrl to assure

local accounts.

N e.cusar4 on i ua fri'oit^

pages 26-27. )

internal controls be establlshed over patlent ac-

a sufflcient seDaratlon of dutles and lmprovenent

an approprlate level of internal control over all

to job dttiz ahz bQtJtS nttz tt cttnpu. lsee

Fallure to Prcperly Account for State

12. The HosDital had not maintalned complete accounting records for all trans-

actions ln each appropriated account, reconcl led those records nonthly

hllth Departnent of Health reports and cleared such dlfferences lmrediately'

l,{e recoflmend complete accountlng records on appropriated accounts be maln-

tained and reconcl led mnthlY.

lJJe dLa. no! ,.ar.onr,i])-n, Spetcen ,La-a.ord'6 util'JL the pLirfouf| 6"n CzrttJLaz

O46i!.Q. on alz opp,Lop tfai accounta, (See pages2T-28-)
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l{axlnizing Interest

13. Excess funds in the Custodian Account Here not kept fully Invested in the

Consol idated I nvestment Fund.

l,le reconmend excess funds in the Custodian Account be lnvested in the Con-

solidated Investnent Fund for maxlnun vteld.

Ue dLe inplQlnan t4 tJrla tlerttt erdtftion. (See pages 28-29.)

Improper Di sbursenents of Payroll
Advances from the Canteen Account

14. Payrol I advances were nade frrn the Canteen Account.

l{e recormend the Hospital dlscontlnue the practlce of naking payrol I ad-

vances fron the Canteen Account.

ue uilL cafipU ul-th thlA L|ronnerdtzion. (See pages 29-30. )

Palient Accounts Recelvable Records Not Avatlable
at the Hospital for Inpatienl Medicare Part B Bllllngs

15. Patlent accounts recelvable records on Medlcare Part B billtngs rere not

aval lable at the HosDltal.

lle recomnend the Hospital r€quest frcm the Departnent of Health all rec-

ords pertalnlng to Inpatlent Medlcare Part B bllllngs ln order that proper

records on such accounts be available at the Hospltal on a timely basls.

Ue uiU ctwt4 rni.fh thla ,.e.oovtznd.alhn. ( See page 30. )



SPENCER HOSPITAL

GENERAL REITARKS

I MIRODUCTION

l.le have completed a flnancial 8nd compllance audit of Spencer Hospltal.

A ftnancial and compllance audlt deternlnes whether the flnanclal statements of

an audited entlty present falrly the flnanclal posltion and the results of op:ra-

tlons ln accordance lllth generally accepted accountlng princlples and whether the

entity has conpl led with larrs and regulatlons that nay have a naterlal effect upon

the flnanclal statenents. The audit covered the perlod July 1, 1982 through June

30, 1985.

APPROPRIATED ACCOUI.ITS

4180-00 (1985),
4180-01 (1S5),
4180-02 (1985),
4180-03 (lS5),

SPECIAL REVENUE

4160-00
4160-01
4160-02
4160-03

ACC0UI'ITS

(1984 aft hior)
( 1984 ard mor)
(1$4 ald Pritr)
(1984 ard Prior)

Al I expendltures requlred

nents of Spencer Hospltal were nade

Nunber

for the general operation and capltal lmprove-

fron the fol lol{l ng accounts:

Descri ptlon

.. Personal servlces

.. Current Expenses

.. Repalrs and Alteratlons

.. Equlpnent

Descrl ptlon

Hospltal Servlces Revenues
Recelpts from Hospital Servlces Revenues;
for capltal improvenents providlng energy
conservatlon, audlo-vlsual alds and other
equl pment.

Hospital Servlces Revenues
Receipts from Hospltal Servlces Revenues;
for csDltal iflDrovenents on roof and other
reDairs and alterations.

Durlng

revenue accounts.

Nurnber

the audlt perlod, Spencer Hospltal malntalned the follot{lng speclal

The funds ln these accounts are for speciflc purposes as follovs:

8500-05.

8500-15.

- 12-



8500-25 . Hospital serylces Revenue
RecetDts from Hospital SerYlces Revenues;
for capltal Inprovements provldlng for
energy conservatlon, llfe safety, repairs
and eaulDment.

8500-26. ....HosDltalservlcesRevenues
Recelpts from Hospltal Servlces Revenues;
for capltal lnprovements, mi scel laneous
repairs and alterations and equlpnent.

8523-06 . Federal Grant In-Servlce-Tralnlng
Federal fundsi for on-the-Job tralnlng.

8523-07 . . . . Patient l,{elfare Fund
Federal funds; for household furnlshlngs
and veh 1c I es.

8523-09. . . . . Care of l,lelfare ReclDlents
Federal Funds; for care of welfare reclp-
I ents.

8523-10 . ....lnsurance Clalns
Insurance funds: for lnsurance clalms.

8523-33 . Cl lent Servlces
Sales of products and servlces prcvlded
by resldents; for purchdse of supplles,
expenses and equlpment.

LOCAL ACCOUNTS

Durlng the audlt perlod, Spencer Hospital nalntalned several local ac-

counts rhich are descrlbed as folloBs:

Custodl an Account

Receives funds for patlent nalntenarce and personal care and from interest
earned; dlsbursed for support of patlents.

Col lectlon Account

Recelves funds for patient naintenance, refunds for appropriated accounts and
other sources; for transfer to the State Treasury.

Patlent Helfare Account

Receives funds fron donatlons for Datlent beneflt, frcn Canteen Account and
from lnterest earned; disbursed for patient Helfare for the beneflt of all
patlents or for indigent patlents.

Canteen Account

Recelves funds from sales of food and sundrles, lnterest earned and other
sources; dlsbursed for nerchandlse for resale, payroll, supplles and other
operalrng expenses. _ 13 _



Employee l.lelf are Account

Receives funds frcm Canteen Account proflts; dlsbursed for enployee functlons.

AREAS OF NONCOMPLIANCE

Chapter 27, Artlcles 1A, 2 and I and Chapter 26, Arltcle 11 of the l,{est

Vir!lnla Code as t{ell as the lJest Virglnla Departnent of Health Instructlons gen-

erally govern Spencer Hospital. lle tested applicable sections of the above plus

general State regulations and other appllcable chapters, articles and sectlons of

the I'lest Vlrglnia Code as they pertain to fiscal natters. our flndlngs are llsted

bel ol,l.

Lack of Compliance l{lth Laws, Rules and Regulations

DeparLnent of Health Instructions and chapters, artlcles and sections of

the l.lest Virglnia Code have been promulgated on a Hlde variety of subjects for

whlch the Adninlstrator is responsible for conpliance.

The liest Vlrglnla Code, Chapter 26, Arllcle 11, Section 2 states, "Each

faclllty provided for ln thls article shall have a chief executlve offlcer denomi-

nated an radmlnlstratorr. The admlnlstrator shall be the person havlng the flscal

responslblllty of the faclllty and the authortty to nanage and adrnlnlster the

financtal business and personnel affairs of the factllty under the dlrector of

health...." The Uest Vlrginia Code sectlons, Departnent of Health Instructlons and

other laws, rules and regulations often were not complled Utith by employees respon-

sible for such conpliance elther because the onployee had not recelv€d coples of

Code sectlons, Departnent of Health Instructions, etc. or had not been instructed

ho}{ to conply. Thls ls evldenced by lack of compl iance as shorn ln the followlng

ftndlngs and reconnEndatlons. Thus, the Hospltal did not fully comply wtth the

prior audit reconnendatlons that the Hospltal and lts gnployees conply ulth all
applicable l,lest Virginla Code sectlons and Departnent of Health Instructlons.

l{e understand the Department of Health ls ln the process of brlnglng

Department of Heallh Instructions up-to-date by revlsion, cancellatlon or pub-

Ilshlng of new instructions. _ 1r _



I'le recomnend the Adnlnlstrator provlde coples of I'lest Vlrginia Code

chapters and sectlons, Departnent of Health Instructlons and other la'.ls, rules

and regulatlons yhich are needed for determinlng conpllance in thelr rork; and

the Adnlnistrator and the DepartnFnt of Health requlre the Hospltal and lts en-

ployees to conply wlth all appltcable lest virginla Code chapters and sections,

Department of Healti Instructions and any other laws, rules and r€gulatlons.

CopLu 06 flie ctde, pouciza, anL pnoce&nu aLe ns! ava,|IthZe to

neApo ihb ew^oqoea.

l,4anagement Reportlng Systen Not Avallable
to Determlne Lack of Complianae

The Hospltal does not have a system of nonthly financial management re-

ports that Hould provide to the Adrninlstrator or the Departrent of Health a sunmary

revlew of activity in aIl local accounts and apprrprlated accounts. The reports

that could be provided to nanagenent could lnclude surnnary actlvlty for cash, pa-

tlent accounts recelvable, billable patlent days, patlent gross bllllng rates,

exoneratlons, investments, trust accounts due to patlents, budgeted approprlatlons,

appropriatlon expendltures, unspent appropriatlons, etc. Hith these management r€-

ports, nanagenent at the llospltal and the Department of Health could then monltor

all accounts for compl I ance and other problems Hhlch need to be addressed.

He recomEnd the Hospltal develop a systen of nontfily flnanctal manage-

ment reports to provlde managenent a sumnary revlew of activlty for all accounts.

llorqQrrernf Repo&Lng sq4taln6 o.,Lo b?-,anS develnpon 02t acctLnta,

a. Loct2 acr3unL6. BoJk npatndu-a tn,LaWh.tA cone to Adr . atJ.o.tolL. 1tltuL

n2.WrLt dtcurnQnU ULz boi!,g ptLep)Lad (dL uAa. ln thz. 6aoi2.i.tA.

b. grnSe.ted. aryoputti.ona, Rodl tu)&afi. Expznte ant Peh^ontl SoLviau nondLLq

dtemoilA dle ptLQpdLa.d. datl rJ& Adniti,stuaf.oh. Fonn6 ahe pze4en 6on Ropaiat and

M.taotltn ann EqdqnQtt acctufia.



Virginla Code, Chapter 54, Artlcle 3, Sectlon 42 -
Equlpment and other Inventory

Nonconpltance l,{ith the Handbook of Purchasing Proceduresi
DeDartnent of Health Instruction No. 3031 and the l.lest

Chapter 5A, Article 3, Sectlon 42 of the West Virglnla Code states, "the

head of every deparunent of the state governnent shall, on or before July flfteenth

of each year, flle ',{ith the dlrector an inventory of all real and personal property,

and of all equlpnent, supplles and coronodltles ln lts possesslon as of the close of

the last flscal year. "

An annual physlcal lnventory has not been taken of equl pnent and all other

lnventorlable itens as requlred. The lack of an annual phystcal lnventory ras also

mentloned in the last audlt conducted at this Hospltal. The lnventory actlvity forn

used by the Deparlnent of Health, rJhich ls equlvalent to the added prcperty forn,

has not alvays been attached to the transrnittal as requlred by the Handbook of Pur-

chasing Procedures. The Hospital had not maintalned an lnventory record for each

equlpment item and had relled on the master inventory report supplled by the Depart-

nent of Health for its equiprcnt inventory records.

lie recoronend the Hospital conply wlth the Handbook of Purchaslng Proce-

dures, Departnent of Health Instruction No. 3031 and the liest Vlrglnla Code, Chapter

5A, Art.icle 3, Section 42.

A ptt46i.ctl .&ve!toar/ uu ctndu.c.tzL q,t SpaneoL Hult ttl i! June oi 1984.

Ln pe itdir. chuh4, we 6&d nt ,Le.aZ phoAen wilh tl@invontthA ctnt.oU at ttLi,s

HoapLta2.

Mded. w8 14 6alra alconaary th2- blanani.tlLz,t tt the cQnl,u2 06/'i.ce 604

pqqrpnt. ?oqne!* i,4 not orJ.thtdizQ.d ui.thtu.t. thi\ |Utr. Copi 06 tJ&ae 6oa44 ui.I2

be nalJtalw-d al. thL HoaalAaL.

Noncompl iance Htth l,lest Vlrglnla Code, Chapter 27, Artlcle
8, Section 'l; Departnent of Health Instructton No. 6060
and Spencer Hospltal Pollcy - Patlent Charges, Exoneratlons,

The Hest ylrginla Code, Chapter 27, Artlcle 8, Section 1 provides, "The
- 16 -
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cost of nalntenance of patients adrnltted to the state hospitals shall be pald out

of funds approprlated for the departnent, but the state hospltals thrcugh the dlrec-

tor of health, shall have a right of relmbursement for all or any part of such

malntenance fron each patl,ent or frcn the comnlttee or guardlan of the estate of

the patient, or the estate of the patlent if deceased, or lf that be insufflcient,

then from the patlent's husband or wtfe, or if the patlent be an unemanclpated child,

the father or mther, or any of them. If such a relatlve does not reslde ln this

State and has no estate or debts due hlm ytthln the State by neans of whlch the

llability can b€ enforced agalnst him, the other relatlves shall be llable as pro-

vided by this section. In exerclslng thls rlght of relmbursement, the dlrector of

health nay, whenever lt is deened Just and expedlent to do so, exonerate any person

chargeable Hlth such rnaintenance fnom the paynent thereof ln whole or ln part, lf
the director finds that such person ls unable to pay or tiat paynent would work an

undue hdrdshlp on hlm or on those dependent upon hlm.

"There shall be no dlscrininatlon on the part of the state hospltals as

to food, care, prrtectlon, tr€afiient or rehabllitation, between patients l,Jho pay for

their maintenance and those rho are unable to do so.

'rlt shall be the responslbility of the director of health as provlded by

rules promulgated by the board of health to determine the ability of the patlent or

hls relatlves to pay for his malntenance: Provided, that any such determlnatlon

shall be ln h.rltlng and shall be consldered an 'order, under the provlslons of Chap-

ter 29A-1-1 of thls Code: Provlded, hoHever, that any such detenninatlon shall be

subJect to reviey upon application of any such patlent, relattve or personal repre-

sentatlve in the manner provided ln Chapter 29A of thls Code.',

Department of Health Instruction No. 6060, dated l,rovember 21, 1984,

states, "(1) The charge rate for inpatlent servlce (per dlem) shall be calculated

as follows: (a) The prevlous year's total actual expendltures shall be dtvtded



by the number of projected pattent days. (b) Each charge rate will be apprcved

by the Dlrector for use at the beginnlng of each calendar year, except for those

facllltles rlth other authorlzed schedules. (2) Each facility shall revlew each

resldentrs financlal proflle and shall asslgn a monthly rate of paynent based on

adjustments as st.ipulated by factors tdentlfted 1n the categories nerltlng exonera-

tlon of paynent. The standards to be used ln the exoneration process shall be

subnltted by each facillty and }lill require approval by the Director prlor to the

beglnnlng of each calendar year. (3) A conpleted flnancial proflle shall be re-

quired for each patl ent/res i dent. The flnanclal profile shall be updated annually

ln october to reflect changes in the economic status yhlch nay lncr€ase or decrease

the exoneratlon plan.... (4) Each faclllty shall account for each exoneratlon

granted for inpatlent or outpatient.... (5) Any pat i ent/res i dent or responslble

party vho Hlshes to contest the extent of exoneraLion granted shall have the rlght

of appeal ... to the faclltty admi n i strator . . . and the Dlrector.'

The Hospltal had not calculated slnce April 1, 1975, the per dlem rate

for patient malntenance based on hospltal costs for aDproval by the Dlrector of

Health as requlred by the l.lest Virglnia Code, Chapter 27, Arllcle I, Section 1

and Department of Health Instructlon No. 6060. The per dlen rate charged for

nalntenance remalned at $10.94 frrm April 1, 1975 to June 30, 1985, and was changed

t0 $80.65 per day as of July 1, 1985. Because the Hospltal had not calculated a

new per dien rate each year and requested approval for uslng such rate frrm the

Dlreclor of Health, the Hospital has not charged for maintenance, subJect to ex-

oneratlon, that lt mlght othenrlse have been able to charge to patients or re-

sponsible payees.

The financial prrflle, on rihich ablllty to pay for patlent malntenance

uas based, l{as not being furnished at all or was not belng furnlshed ttmely for

792 of the patlents or the responstble payees 1n a test sanple. Hlthout enforce-

nent poHers, it appears the Hospital Hill probably contlnue to experience slmilar
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dlfficulty in obtaining the flnanclal proflles on lrhich exoneratlons are based.

The Hospltal has not used collection agencles to collect patlent ac-

counts recelvable that otherwise night have been collected in accordance wlth

the Hest Vtrginla Code, Chapter 14, Article 1, Sectlons 1 and 18 and thus dld

not fully exercise the Staters right of reimbursenent under the l.lest Vlrglnia

Code, Chapter 27, Article 8, Sectton 1.

The HosDltal had not obtained financial information from the Soclal

Security Admlnistration, a third-party payor for Soclal Securlty benefits and

Supplenental Securlty Incone benefits, concernlng the pattent's or responslble

payeers benefits. After the audit, the Hospltal found that the Soclal Securtty

Adnlnlstratlon ls allowed by law to furnlsh such lnfonnatlon to the Hospital upon

proper request.

Spencer Hospitalrs "Pollcy for Determlning Resident Exoneratlonsrr, ls-

sued Novenber 8, 1984, states, "The Business office collects lnfonnatlon concernlng

the resldentrs incone, total assets, personal spending, clothlng needs, past medi-

cal expenses, antlclpated placement expenses and any other extraordinary personal

expenses that night be expected. From the total accurulated assets, $1,500.00

(protected assets for burlal or savings) is subtracted. The renalnder, lf any,

ls added to the exDected annual lncome to detennine usable assets...."

The Hospital had not, in some cases, deducted $1,500.00 frcn the pa-

tientrs assets when determlning usable assets. Accordlngly, the anount of

malntenance to be pald by or for the patlent and the anount to be exonerated

has, ln those cases, not been correclly calculated.

The Hospltal dld not fully comply rith the prior audlt recompndatlons

to exonerate only those patients l{ho do not have the rneans to pay for patlent

maintenance; to use the provislons of Chapter 14, Arttcle 1 of the llest Virglnla

Code to collect clains due the State; and to comply rrtth DepartuFnt of Health

Instructlon No. 6046 to prove billings to accounts receivable using patient days.
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l,/e reconmend the per dien charge for nalntenance be conputed annually

by thls Hospltal as requlred by the |{est Vlrginia Code, Chapter 27, Article 8,

Sectlon 1 and Department of Health Instruction N0. 6060.

He furlher recorr0end the Hospltal obtaln financlal proflle lnfonnatlon

by all posslble means, where not given, by the patlent or his responslble payee

to deternine abllity to pay for the patientrs nalntenance and request asslstance

fron the Department of Health to deternlne if enforcenent porers can be lnproved

to obtaln such financial lnforrnation.

Ie further recomr0end the Hospttal, through the Director of Health,

conslder lnstitutlng action to collect on some patlents accounts recelvable in

accordance Hlth l.lest Vlrginla Code, Chapter 14, Article 1, Sectlon 1 ln order

t0 exerclse the Staters right of relnbursefient under Hest Vlrglnta Code, Chapter

27. Article 8. Section 1.

a. Lt iA tar &al. Spench Hospi.ttl d,id ntt. ,LectLu !2e fue p)L dien

r-a1.2- {dt Eeirbur,tenetl. ehtuBe,' unZiL JU4, 1985. Hs,&vuL, onl4 .rLa. ,La,\i.da.nt4

ullde tJ12 nu) ctLcrla.Lio W ftne thtn 910.54 puL da4. Thz ethgut anoud.

bLirg oW $16.75 pott daq, SpatcatL wl,t4 canry.ta. thz W dLan chdqe awaaLla.

b. Fbtndtl prLo6,i2eA a^c. rle4ue6teL bur. LeAaL en+ohcana$. U tlot

avolLahLe. Ue a.z, nar, he4uQAtiltg h$orral.itrL 6ion SooitL SesauilU, Btuh

Lung oin olhttA 6ot thoae thtl Me QUqlbZe 60rl tht6e benedi.t6. M2irl$oalM on

,Lz4uuted ho,4, bzQn ,L2.c2,Lva.d. and U ntu orl 6i2e ulth othu. d.attncitl ,Lec-orldA.

c. Thz ,irer.toh 06 Hed.th irl czr.tzin ctau wi22 ue the ,ery,ttu,t
06 Firatae and MnirLiAfr!,titn ctUQ.c.Utn ptloeQ.drrle.

Nonconpl lance l{ith State Clvll Servlce
Attendance and Leaye Regulations

Sick leave ls governed by Clvll Servlce Rules and Regulations for

Attendance and Leave under Sectlon 16.04 and Sectlon 16.05. Section 16.05 states,

"l{hen an enployee appears to have a pattern of leave abuse, the appolntlng au-

thority nay request appropriate substantiatlon of the enployeesr claim for leave,



for exanple, verificatlon of illness of Iess than three days." At Spencer

Hospltal, it appears there nay be some nlsuse of sick leave. For the enployees

that hrere tested, ye found that some of their sick leave was taken in conjunction

wtth a hollday, a weekend or an annual leave day Hhlch could be lndicatlve of

misuse. He did not find any wrltten evldence ln our test of dlscipllnary actlon

against employees rho appeared to abuse slck or annual leave. I'ie understand

that no actlon ls belng taken agalnst enployees who are suspected of nlsuslng

sick leave.

The State Civll Service Rules and Regulatlons for Attendance and Leave

under Sectlon 16.03 states, I'The enployee shall request annual leave 1n advance

of taklng such leave except as noted elsewhere in thls sectlon." Request for

leave foms were not avallable for revlelr for both slck and annual leave ln many

cases. Tlerefore, there t{as an absence of documentary evldence that annual Ieave

and slck Ieave $as properly requested and approved.

In our revlew of slck and annual leave, t{e noted dlscrepancles ln the

anounts of ttne approved and taken between the attendance and leave record, the

monthly tlme record, the enployee attendance report and the request for leave

forms. These dlfferences indicate problens slthin the tlne reporttng systen

uhlch could result in nlsuse of annual and slck leave and incorrect reportlng of

hours rorked.

He reconmend the Hospltal conply lrlth State Civil Servlce Attendanc€

and Leave Regulatlons and strengthen their control over the tlme reportl ng sys-

ten.

Ue aJ.z irl thz pnoce 4 od dcvLtnpirlg a pt ocelM,L (oz nevi,eu att aetbn

t0 bz taben i-n &e 6lih LeAve u$agc oi. SW.rcuL. Thz. ,LQ.4Lut 6orL trLe 60rr,^ a,lle

twJ cour6z.d bq the $upauiJorl. llz u122 tLzv.lpu ard, inphovz thz- a|6ten.

Ua. ale in?LoviJtg tllz con LoZ aqston 06 Zlnz and alte.nlance.
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lloncompl lance 
'iith 

Departnent of Labor,s
Panphlet on Mlnlmum llage and Hour Standards -
For Mal ntalnl ng Records

Current savings bonds deduction forms, lnsurance deduction forms and

current W-4's were not located for all enployees. The State of l,lest Vlrglnla

Deparlnent of Labor pafiphlet on Minimun Hage and Maxlmun Hours Standards For

Enployees Law and Regulatlons, Section 203-4 states, "Records of addl ons or

deductions from wages pald shall be malntained as to date, anount and nature of

the ltens Hhlch nake up the total addltlons and deduc ons.,'

He recommend proper authorlzations for all deductions from employee

wages be malntained and perlodically updated as necessary.

Ue ao irl the ?,Locu.s od ,LeyiQuhg aIL dr.d!.t "on d.oclnu,tttitn 6on

2llpltqeu o.t. spenlal.

The DeparLnent of Health lssued on october 21, 1983. Instruc on No.

6046 deallng with the proper nanagenent and handllng of funds ln the Custodlan

Account. Spencer Hospltal dld not comply ytth the following requlrelErlts of
lnstruction No. 6046:

1. Transfers of funds to or fron the Consol ldated Inves rcnt Fund have not

been approved by the Administrator as requiredi

2. Cash recelpts for the custodlan Account are ini alty recelved by the

trustee clerk, cashier for thls account, rather than belng preltsted by

an enployee Hlth no other cash dutles. This record lras not compared, by

someone other than the cashier functlon, wlth the cash receipts Journal

as part of the bank reconcllla on; and,

3. The trustee clerk received the unopened bank statements and prepared the

bank reconcillatlons rather than such reconc la ons being prepared by

an enployee lltith no other cash duues.
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lie recomnend the Hospltal comply wlth

No. 6046.

U.i12 e.onpU uilh alz ateomefut tu.
lionconpllance l,{lth Rental Contract - Cost
of Facillty Furnlshed to Deparlnent of Human

Services ln Excess of Revenues Recelved

DeDartfiient of Health Instructlon

In revieHlng the rent paid by the Department of Human Servlces for the

rehabllltatlon bulldlng, }te found that the rent paynent Has not coverlng the costs

of utilltles. The contract between the Department of Health and the Department

of Human Servlces states that the "Tenant l{ill pay all charges for electrlclty,

gas, and telephone", also the "Tenant shall pay to the Lessor I servlce charge

of $50.00 per rtrnth for water and sewage service." The Departm€nt of Hunan Serv-

ices has a separate telephone llne but ls responsible for all other utlllty costs.

The other uttlttles are ln the name of Spencer Hospttal. The Hospltal should be

charglng the Departrent of Human Services an amount for rent based on the cost

of these uti I ities.

l,le based our test of the rent on the square footage of space that the

Departnent of Hunan servlces occuples. our conputatlon of the apprcpriate rent

figure and the average loss per mnth ls:

Year Ended June 30

Total utlllty costs for Hospltal
Percentage Applying to the
Bui lding Belng Rented

Total Months ln a Year

Average Uti l lties per I''lonth
l',lonthly Rental by Hunan Servlces

Average Monthly Loss of Rent

1985

$295,512.51

3.50%

10,342.94
212

1984

$324,539.73

3.509
1 r ,358.89

i12
861 .91
300.00

946.57
300.00

-23-

561 .91 646.57



lle recomnend Spencer Hospltal request the r€ntal charge to the Depart-

nent of Human Services be sufflcient to recover utllity costs per the agre€nent.

Ue e,Le c.erlai.nz4 uIXl,iJtS to ,LLragotitle $t{e aru4ngerpntE. A cLalae

in the connac,t. al,eant 60rl thtr.. AA ip$a2 agprtBrr,ta a)Le apphovz.d bq thp.

Depanfie-nl. ol FiJtntz atd Adnl Atao.ti.on.

INTERML CONTROLS AJ{D ACCOUNTING SYSTEII

As a part of our examinatlon, !{e revleyed and tested the systen of

lnternal accounting contrcl to the extent rJe considered necessary to eyaluate

the sysrem as required by generally accepted audltlng standards. Under these

standards the purpose of such evaluation is to establlsh a basls for rellance

thereon in determlnlng the nature, tlmtng and extent of other audltlng procedures

that are necessary for expresslng an oplnlon on the financlal statenents.

The obJectlve of lnternal accountlng control is to provide reasonable,

but not absolute, assurance as to the safeguardlng of assets agalnst loss from

unauthorlzed use or disposltlon, and the reliablllty of financlal records for
preparing flnanclal statements and naintaining accountablllty for assets. The

concept of reasonable assurance recognizes that the cost of a system of internal

accountlng control should not exceed the beneflts dertved and also recognlzes

that the evaluation of these factors necessarlly requlr€s es mates and Judgnents

0y nanagenent.

There are inherent llmltations that should be recognized ln conslderlng

the potentlal effectiveness of any system of lnternal accoun ng control. In the

performance of mcst control procedures, erors can result fron ni sunderstand l ng

of lnstructlons, mlstakes of Judgnent, carelessness, or other personal factors.

Control procedures whose effecttveness depends upon segregatlon of dutles can be

clrcunvented by collusion. Stmilarly, control prccedures can be circunvented
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lntentlonally by managenent I{lth respect either to the execu on and recordlng

of transactions or l{ith respect to the estinates and Judgnents required 1n the

preparatlon of flnanclal statenents. Further projectlon of any evaluatton of

lnternal accountlng control to future periods is subJect to the risk that the

procedures nay becone lnadequate because of changes in conditlons and that the

degree of conpllance yith the procedures nay deterlorate.

our study and evaluatlon of the systen of lnternal accoun ng contrcl

for the period July 1, 1982 to June 30, 1985, Hhich was made for the purpose set

forth ln the flrst paragraph above, would not necessarily dlsclose all weaknesses

ln the systen. HoHever, such study and evaluation dlsclosed condl ons that rte

bel leve to be weaknesses.

Inprovements Needed in Internal Controls
over Cash Recelpts Into Local Accounts

l{e noted that several areas of lnternal control over cash receiDts were

ln need of lnprovenents as follows;

1. Cash recelved through the mall for other local accounts other than the

Custodian Account rlas not prelisted by the enployee recelvlng th€ nall

and that record used, lndependent fron the cashler, to verlfy proper

recordlng of cash recelpts and as part of the bank reconcilla on.

2. Prenumbered cash recelpt forns Bere not prepared for the Canteen Account.

Cash recelpl forns'dere prepared for the pattent lJelfare Account and

Enployee ldelfare Account and were nunbered at the ne of use. Dally

recelpts and nunerlcal sequence of recelpt forms Here not checked ln-

dependently by an accoun ng functton.

3. Bank debit advices vrere dellvered directly to the cashier Hho },Ias

responslble for the account and were not sent dlrectly on recelpt to

an accounting functlon independent of the cashler.
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4. A cash receipts Journal had been prepared for the Canteen Account but

had not been reconci led Hith actual deposlts into the bank. He deter-

mined that sone cash recelpts forms had not been prepared or lncluded in

the cash recelpts Journal.

5. The Hospltal dld not fully comply irith the prior audlt recordnendatlon

that sufflclent lnternal contrcls be established over cash receipts into

local accounts.

I'te reconmend lnternal controls be strengthened over all cash recelpts.

Potir4 6046 6titta dtoi. na one puaon peft'o@ oLt ac.tlvi,tie.6. Nece -

.ar4 onju\frnz!.ta to job drl,tiz^ o^e beiig Mno to etwlq.

Deflclency ln Internal Contrcl over
Cash Dlsbursements fron Local Accounts

Sone lnvolces in suDDort of disbursefl€nts from the Custodlan Account

and the Canteen Account have not been marked ylth a Daid stalD or otherwise can-

cel Ied to Drevent reuse.

He recomnend all involces be stamped pald or otherwlse cancelled at

the time that checks are lssued for dlsbursenents.

ue anc A,tarping aIZ aoplzA od lrNobu WU. TWa prloctd Le 
^tar,te.d

da&g th2 aanii. put itd..

Deficiency in Contrcl over Cash Receipts, Local
Accounts, and Patlent Accounts Receivable
Functlons Through Separatlon of Duties

There was lnsufflclent separatlon of dutles over patlent accounts

receivable records slnce one enployee perfonned all of the followlng duties:

l. Posted accounts recelvable records;

2. Recelved cash 1n person or through the mail appllcable to accounts recelvable;

3. Prepared and niai led accounts r€celvable mtnthly statenents to or for patlents

or responslble payees i and,

4. Prepared bank reconcl l lations.
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SInce the cashler had access to both cash and accounts recelvable records. the

person contrclllng these functlons could have dlverted cash to personal use and

concealed such diversion thrcugh unauthorlzed changes 1n records or docunents

under their control. The Hospital did not fully comply Hlth the prlor audtt

reconmendatlon that there be a segregatlon of duties for the cash recelpts and

accounts recelvable functlons.

l{e recomnend the Hospltal conply wlth the prlor audlt r€corunendatlon.

Neruaar4 adiuAnttenf. tu iob d!r.t.,Le^ a.e belng nanz b unpA.

Fallure to Prrperly Account for
State Approprlated Funds

For the fiscal years ending June 30, 1985 and June 30, 1984 and for
prevlous fiscal years, Spencer Hospltal shar€d approprlated accounts wlth other

hospltals, a sltuation whlch requires careful accounting on the part of the De-

partment of Health and all hospttals sharing those accounts.

Although expendltures and balances for tie Repalrs and Altera ons

Account and Equlpnent Account were properly accounted for at Spencer Hospltal,

the personal servlces expenditures and balances and the current expense expendl-

tures and balances yere not prcperly accounted for. The Hospltal had relled on

the Department of Health to find any errors on the Personal Servlces Account and

had not revlewed transmittals as being properly lncluded in the Departnent of

Health breakdown for Spencer Hospltal. Accordingly, transnittals appltcable to

another facility l{ere incorrectly included ln the expendttures fron the Depart-

ment of Health breakdoHn of Dersonal services.

The Hospital had compared the expenditures for cuffent expense per

their oyn records Hlth expenditures per the Department of Health breakdoyn of

expendltures for this Hospltal and dlfferences ll|er€ found, reported and cleared

by the end of the audit. l.le understand that differences occur because of improper
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Iocatlon codlng or other coding at the Hospltal and a fallure to catch errors ln

codlng or to ldentlfy all docunents as to being appllcable to the correct hospl-

tal when being prrcessed by the Deparhent of Health. The reconclllatlon betveen

the Hospltal and the Deparlnent of Health ltlas not done on a tlnely basls in part

because flnal fiscal year reports were not prepared pmmptly by the Departnent of

Hea I th.

The Hospltal did not fully comply wlth the prlor audit r€cormendatlon

that sufficlent records on appropriated accounts be prepared by the Hospltal and

the Department of Health to verlfy complete accuracy on a current basls.

l,l|e recoflmend the Hospltal naintaln conplete accountlng records for all

transactlons ln each aDproprlated account, reconcile those records monthly l{ith

transactlons in the apprcprlated accounts for each hospltal generated by the

Department of Health and clear all unreconciled differences on a tinely basis.

Ue o,,Le na Ler.oncil,iJg Sperceh ,Lert j,s, rrJiJh thz pL1Jrtoui,6 PLon CentuaL

0441ne on oU apphopttfutun a.cc.oulta.

l'laxlnlzing Interest

Excess funds in the Custodian Account were not fully lnvested in the

Consolldated Investment Fund and maxinum lnterest, therefore, was not received.

l,le realize that Social Security Admlnlstration requlres a nlnlmun balance be

available for each resldent and that such requlrements nay be ln excess of cash

flow needs.

Year Ended ,June 30,

Average Balance in Checklng
Account per Book

Average l{lthdrawa I s in
Checking Account per Book

Net Excess Balance
Federal Funds Rate at
End of F i scal year

Estlmated Loss of Incone

1985

$77 ,269.09

28,883.53

48,385.56

7 .59%

1984

$97 ,142.25

32,170.43

64,971 .82

11.042
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fire Hospital dld not fully comply with the prlor audlt recomFndatlon

that alI excess funds in checklng accounts be invested in the Consolldated In-

vesurent Fund untll such funds are needed.

I'le r€conmend excess funds ln the Custodlan Account b€ invested in the

Consolldated Investnent Fund for naxlmun yield.

ThL axcu6 6uida hwe bean bLan8du)Let iJto .the Con^oudtte.d. Invututztl.

Futl. The ,Lawindo. 06 6urnA irl thz Cuatod4n .chQlhj"ng ar..nunt o.e eou,&g ln-

t2 ut il a Supe N@ acaoultt- Ho.LvL,L, th,oaL b&Uncu ane ,.equltLed bq Sodal

Selui.tq t0 ptlovae doil4 ctth avq,llth^e to ,.a.sUatl,6.

Inproper Dl sbursements of PayrolI
Advances fron the Canteen Account

The Canteen Account receives funds from the sale of food and sundrles,

interest earned and other sources and dlsburses such funds for nerchandlse for

resale, supplles and other operat.lng expenses.

Durlng the perlod under review, funds were paid from the Canteen Ac-

count for payroll advances prior to the tlne payrrll checks were recelved by

employees as descrlbed 1n the folloylng sumnary:

Check No. Amount Loaned Date Loaned Date Anount l./as Repald

Septenber 25, 1984
September 25, 1984
November 26, 1984
April 10, 1985

Although all of these payrrll advances were repald, l/te believe they are

lnproper disbursements since such paynents may only be patd fron the personal

serYlces approprtated account. The Hospltal dld not fully comply irlth the prlor

audlt recomnendation that all lmproper paynents from the Canteen Account be dls-

contl nued.

668
669

786

$ 348.74
402.49
451.25
139.85

$1 ,342.33

August 24, 1984
August 24, 1994
November 9, 1984
l4arch 22, 1985
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lle recomnend the Hospltal conply with the prior audit recomnenda-

tion.

In the c.a^e 06 e.herh^ 668 ord 569, tu paqrLou che-& a^ ixen 6on thL^e

pzr^orb drJz to eoMtt?-,l auLo,L. 'Id gou rotLce, thoil ehLcha wuLz onz nonlh ttte.
Cherh 696 uaA tJrL xuuL.t. ol a coM)..tal u&on - ne chelh a xen. Chzch 786 woa

o2Ao i.46u2L to ca&u,t. orL urduLpa.qturd. loA an ary^oqaL -- amnryl.zh U)tolL.

U122 caWI4 ui.,th iertwerdttitn.
Patient Accounts Recelvable Records Not
Avallable at the Hospital for lnpatlent
Medicare Part B Bi I l lngs

Touche Ross and Conpany, an accountlng flrm, has been bllllng Inpatlent

lledlcare Parl B charges on behalf of all State hospitals |Jith the exceptlon of

one hospltal. Retrcactlve billlngs for such charges were flrst rnade in.lune 1983,

for several prlor years for whlch such clains could be made. Such bllllngs and

the related colleclions, prepared quarterly by the above firm, had not been con-

pleted on a tinely basls. This lnfomation, Hhen completed, hdd been dellvered

to the Departnent of Health but had not in turn been dellvered to any hospitals.

Slnce the Hospital had not received infornatlon on bllllngs, collections

and balances for any Medlcare Part B charges, the Hospital Has unable to nake any

further collectlon efforts or to reflect any exonerations.

For these reasons, the Hospltal was unable to reflect any patlent ac-

counts receivable records for Inpatlent lledlcare Par! B bllltngs and outpatlent

Medicare bi IIlngs.

lle reconn'nend the Hospltal request the Departnent of Health to obtaln all
necessary infornatlon from Touche Ross and Company on Inpatlent l.ledicare Par! B

bllllngs and request the Deparlnent of Health to furnlsh to the Hospital all neces-

sary infomation so patlent accounts receivable from such blllings can be conpleted

on a tlmely basis at the Hospltal.

AUU. eenpA ui.th azcofivrptdtli.on.
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AUDI TORS I OPINION

The Honorable Encl l Bailey
Leglslative Audltor
State Capitol - llest Hlng
Charleston, l,lest Virglnla

Sl r:

He have examlned the flnanclal staternents of Spencer Hospital for the
years ended June 30, 1985 and June 30, 1984 as llsted ln the foregolng
table of contents. our exsninatlon '.Jas made ln accordance '.{lth general Iy
accepted auditlng standards and, accordingly, lncluded such tests of the
accounting records and such other audltlng prccedures as !{e consldered
necessary 1n the circumstances.

As rore fully described in l,lote A, the Hospltal's policy is to prepare
its financlal statenents on the nodlfled cash and cash basls. Accord-
ingly, the acconpanylng financlal statements are not intended to present
flnancial posltlon and results of operatlon ln confornity wlth generally
accepted aCcounting prlnclples.

In our oplnlon, the flnanclal statements of Spencer Hospltal as llsted
ln the aforementloned table of contents present falrly approprlatlons
and expendltures, cash, accounts recelvable and trustee transactions
for the years ended June 30, 1985 and June 30, 1984 on a basis consls-
tent ,rith the precedlng year.

our examinatlon l|las made for the purpose of fonning an oplnlon on the
basic flnancial statenents taken as a whole. The suDDlenental lnforma-
tlon Is presented for purposes of additlonal analysis and is not a
requlred Dart of the basic flnanctal statenents. Such lnfonnatlon has
been subJected to the audltlng procedures applied ln the examinatlon
0f the baslc financlal statenents and, ln our opinlon, 1s falrly stated
in 8ll material respects ln relatlon to the baslc financlal statements
taken as a lrhol e.

Respectful Iy submitted,

nL#'J/'JL*/Z"
Thedffd L. Shanklln. CPA. Dlrector
Legl sl atlve Postaudlt Dlvlslon

January 1, 1986

Audltors: George T.
Robert E.
Joseph G.

Hlll, CPA, Aud I tor- I n-Charge
Hi gh
Gl les
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SPENCER HOSPITAL

STATEIV]EI{I OF APPROPRIATIONS/CASH RECEIPTS,

DISBURSEI4ENTS AND CHANGES IN FUND BALANCE

General
Revenue

EXPENDITURES/

Year Ended June 30, 1985

Speci al
Revenue

Trust
Fu nds

Apprrpri at I ons/Cash Receipts:
Apprrprlatlons
Trust Funds
Interest
Hospltal Servlces Reyenue
Federal Funds

Expendl tures/Dl sbursements :
Personal Services
Current Expenses
Repairs and Alteratlons
Equ lpnent
General Revenue
Hospltal Servlces

Revenue Fund
Exonerations
Bul ldlng Construction

Approprtatlons/Cash Recet pts
over (Under) Expendltures/
Dl sbursernents

Expendltures After June 30
and Explrations

Beginning Balance

Ending Balance

3 ,811 ,075 -47 547 777 .M 171,935.81 4,570,78€.72

213,258.53 ( 35,973.35)

-0-

37,563.52 214,848.70

213 290.5J -0- 213,258.53

-0-

$4,024,334.00 $
-0-
-0-
-0-

-0-
-0-
-0-

545,209.64
6,594.45

$ -0-
194,238.07
15,261.26

-0-
-0-

Comb I ned
Tota I s

$4,024,334.00
194,23€.07
15,261 .26

545,209.64
6,594.45

4,785,637 .42

2,760,709.77
1 ,087 ,687 .15

86,922.52
46,309.53
21,698.83

212,107.72
355,353.20

-0-

4,024,334.00

2 ,7 60 ,709 .77

70,963.90
41 ,644.87

-0-
-0-
-0-

551 ,804.09

-0-
701.50

15,908.62
3,706.40

-0-

212,107 -72
355,353.20

-0-

209,499.33

-0-
149,228.72

50.00
958.26

21,698.83

-0-
-0-

(35,973.35) 37 ,563.52 1,590.17

038 927 .02 179 825.51 I 218 7s2.53

-0- $1 002 953.67 $ 217 389.03 $r 220 342.70

see Notes to Financial statenent
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Year Ended June 30, 1984
General
Revenue

Spec lal
Revenue

Combl ned
Totals

$3,601 ,011 .00
205,950.83

9,573.50
1 ,354 , 168 .82

2,520.00

2,473,331.61
1,053,867 .42

58,557 .25
u,737.05
24,023.11

243,073.77
339,847 -32

Trust
Funds

$3,601 ,01 1 .00
-0-
-0-
-0-
-0-

$ -0-
205,950.83

o n7? En

-0-
-0-
-0-

1 ,354, 168.82
2.520.00

3,601,011.00 1,356,688.82 215,524.33 5,173,224.15

2,473,331.61
789,966.15

57 ,607 .25
34,737 -05

-0-

-0-
-n-
-0-

-0-
13,072.09

950.00
-0-
-0-

-0-
250,829.18

-0-

24,023.11

-0-
-0-
-0-

243,073.77
339,U7.32
47,729.14 47,729.14

35s 642.06 644,672.32 274 852.29 4 27s.166.67

245 ,368.94 712,016.50 (59,327.96) 898.057.48

245 368.94 -n----trF'W.%) 245.368.94
712,016.50

326,910.52

652,688.54

153.47 566 063.99

-0- $1,038 927 .02 $ 179 825.51 $1 218 752.53

-0-

-0-
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SPENCER HOSPITAL

NOTES TO FINANCIAL STATEMENT

lhte A - Accounting Poltctes

Accountlng Method: The nodified cash basls of accountlng ls followed for the
General Revenue Fund. The najor modification from the cash basls ls that a 30-
day carry-over perlod 1s provided at the end of the fiscal year ended June 30,
1985 and a 90-day carry-over perlod is provlded at the end of the flscal year
ended June 30, 1984 for the paynent of obllgations lncurred ln those years. All
balances of the General Reyenue Fund approprlatlons for each flscal year explre
0n the last day of such flscal year and revert to the unapproprlated surplus of
the fund fron Hhlch the appropriatlons lrere nade, except that expenditures en-
cunbered prtor to the end of the flscal year nay be pald up to 30 days after the
fiscal year ended June 30, 1985 and 92 days after the fiscal year ended June 30,
1984; hovever, approprlatlons for bulldlngs and land renaln in effect untll three
years after the passage of the act by yhich such approprlat.lons rlere made. The
cash basls of accountlng ls followed by all other funds. Therefore, certaln
revenue and the related assets are recognized when received rather than Hhen
earned, and certaln expenses are recognized lrhen pald rather than l',hen the obllga-
tlon ls incurred. Accordlngly, the flnanclal statement is not lntended to present
financlal positlon and results of operatlon ln confomlty rrlth generally accepted
acc0unting prlnciples.

Expendltures after June 30 durlng the carry-over period and explrations were as
r o.l I ous:

Expendltures
Paid After
June 30, July 1-30,

Explratlons

July 31, September 30,
1985 198/.1985 1984

PersonalServlces $123,366.49 $104,564.08
Current Expenses 30,082.63 102,732.44
ReDalrs and
Alteratlons 4,377.61 5,065.59Equlpnent -0- 1A,271.91

Total $157,826.73 $ 55,431.80 $ 14,734.92

$ 46,378.74
8,205.44

8.49
839. 13

$ 5, 147.31
301.41

2,295.16
6,991 .04

$230,634.02

comblned Totals: The conblned totals contaln the totals for sinilar accounts of
the varlous funds. Slnce the appropriations and cash recelpts of certaln funds
are restrlcted by varlous lalxs, rules and regulatlons, the totallng of the accounts
ls for nemorandun purposes only and does not lndicate that the combined totals are
avallable in any nanner other than that provided by such lar'Js, rules and regula-
t l ons.

NoteB-PensionPlan

All ellgible employees are members of the l.Iest Vlrginia Publtc ftnployees, Rettrenent
systen. Enployeesr contrlbutlons are 4kg of thelr annual comp€nsatlon and contrlbu-
tlons by the l{est Virglnla Publlc Enployees' Re rement Board are 91AS of the enploy-
ees' annual coropensation. - 34 -



Note C - Hospltal Servlces Revenue Account

0n or after January 1, 1982, there yas establlshed ln the State Treasury a separate
account designated the HosDltal Servlces Revenue Account. The Director of Health
shall deposit promptly lnto the account any fees recelved by a faclllty owned and
operated by the State Health Departnent from yhatever source includtng the Fede!al
and State Governnents or other thlrd-party payer or personal pajnFnt.

The Director of Health ls authorlzed to expend the noneys deposited ln the account
in accordance Blth Federal lays and regula ons and with the la}ts of this State
as 1s necessary for the developnent of a five-year health fac l es long-range
pran and subsequent revl sl0ns.
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SUPPLEMENTAL INFORI4ATION
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SPENCER HOSPITAL

STATEI4ENTS OF APPROPRIATIONS AND EXPENDITURES

APPROPRIATED ACCOUIWS

Personal Servlces - Account 4180-00 Year Ended June 30

in 1985. Account 4160-00 in 1984

Appropri atl ons

Expendltures

Transnittals Pald After June 30

Balance

Current ExDenses - Account 4180-01
in 1985. Account 4160-01 ln 1984

Approprl ations

Expendi tures

Transmittals Paid After June 30

Bal ance

Repairs and Alteratlons - Account
4180-02 in 1985. Account 4160-02 ln 1984

APPropri atlons

Expenditures

Transnlttal s Paid After June

Balance

46,378.74 5,147.31

123,366.49 '104.564.08

$ 169,745.23 $ 109,711.39

1985

$2,930,455.00

2,W,076.26

1984

$2,583,043.00

2,577,895.69

$ 976,04s.oo

967,839.56
I,205.44

30,082.63

$ 893,000.00

892,698.59
301.41

102,732.44

38,288.07 $ 103,033.85

75,350.00 64,968.00

75.341.51 62.672.4

30

8.49

4,377.61 5,065.59

4,386.10 $ 7,360.75
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SPENCER HOSPITAL

STATE'4ENT OF APPROPRIATIONS AND EJ(PENDITURES

APPROPRIATED ACCOUNT

EquiDment - Account 4180-03 tn
- 1085, trccount 4l3o--o-5-fn Tda

V6!F Fn.la.J .1,'na ?n

ItsS--------@
$42,M4-00 $60,000.00

41 ,6M.87 53,008.96
839.13 6,991.04

-0- 18,271.91

$ 839.13 $25,262.95

Approprlations

Expendltures

Transnlttals Pald After June 30

Bal ance

- 38-



SPENCER HOSPITAL

STATEIiIENTS OF CASH RECEIPTS AND

SPECIAL REVENUE

DISBURSEI'lENTS

Year Ended June 30,
Hospital Servlces Revenue - Account 8500-05

Cash Recelpts:
Hospltal Servlces Revenue

Dl sbursenents:
Equlprcnt
Bul I di ng

Cash Recelpts (Under) Dl sbursenents

Beglnnlng Balance

Ending Bal ance

Hospltal Servlces Revenue - Account 8500-15

Cash Recelpts:
Hospltal Servlces Revenue

Di sbursements:
Current Expenses
Repalrs and Alteratlons
Bul Iding Construction

Cash Recelpts (Under) Dlsbursenents

Beglnnlng Balance

Endi ng Balance

Hospital Servlces Revenue - Account 8500-25

Cash Recelpts:
Hospltal Servl ces Revenue

Dlsbursements

Cash Recelpts over Disbursenents

Beglnnlng Balance

Endlng Balance
_ 39_

$ -0- $ .34

1985

$ 2,826.16

2,826.50
-0-

1984

-0-

7 ,792.00
2426.50 7,792.00

(7,7e2.00)

7,792.U

(.34)

.34

-0--0-

13.98
3,264.00

-0----l:27ffi
(3,277 .98)

$ t\r), fi

11,752.30
950.00

39,937 .14
52,639.44

(52,639-M)

110,635. 10

$ 57,995.66

-0-

-0-

$750,000.00

-0-

-n-

7s0,000.00

$750,000.00

750,000.00

$750,000.00



SPENCER HOSPITAL

STATEI4ENTS OF CASH RECEIPTS AND DISBURSEI4ENTS

SPECIAL REVENUE

Hospital Services Revenue - Account 8500-26

Cash Recelpts:
Hospltal Servlces Revenue

Di sbursenents:
Repa i rs and Alteratlons

Cash Recetpts (Under) over Dlsbursements

Beglnnlng Balance

Endlng Balance

Feders l Grant In-Servlce-Training -
Account 8523-06

Cash Receipts

Di sbursefi€nts:
Current Expenses

Cash Recelpts (Under) Disbursenenrs

Beglnning Balance

Ending Balance

Patlent Helfare Fund - Account 8523-07

Cash Recel pts

Di sburssnents:
Current Exp€nses

Cash Recelpts (Under) Dlsbursements

Beginnlng Balance

Endlng Balance

Year Ended June 30
1985 1984

$ -0- $35,156.00

10,643.40 -0-

(10,643.40) 35,156.00

35,156.00 -0-

w,s12.60- _$9!,89.qq.

$ -0- $ -0-

-0- 1,275.30

-0- (1,275.30)

$ -0- $ -0-

$ -0- $ -0-

-0- 3.22

-0- 1,275.30

-u- tJ.aal

-0- 3.22

_4C_
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STATEI{ENTS OF

SPENCER HOSPI TAL

CASH RECEIPTS AND

SPECIAL REVENUE

DISBURSEFIENTS

Care of l,Jelfare Recipients -
Account 8523-09

Cash Recelpts

Dl sbursenents:
Current Expenses

Cash Recelpts (Under) Di sbursenents

Beginnlng Balance

Endlng Balance

Insurance Clains - Account 8523-10

Cash Receipts:
Insurance Claims Refunds

Dlsbursenents:
Current Exp€nses

Cash Recelpts (Under) over Dlsbursenents

Beginning Balance

Ending Balance

Cllent Servlces - Account 8523-33

Cash Recelpts:
Farm Sales

Dl sbursenents:
Current E (penses
Repairs and Alteratlons
Equlpnent

Cash Recel pts over Dlsbursenents

Beginnlng Balance

Ending Balance I!.1!9..99 g--9:-

Year Ended June 30

1985

) -u-

.02

( -02)

.02

$ -0-

1984

$ -0-

41.27

(41.27)

41.29

$ .02

$ -0-

125.00

( 125.00 )

2,520.00

$2,395.00

$2,s20.00

-0-

2,520.00

-0-

$2,520.00

$6,594.45

562.s0
2,001 .22

a?o on
-14/532

? tcn a'l

-0-

$ -0-

-0-
-0-
-0-
-0-

-0-

-0-



SPENCER HOSPITAL

STATEMENT OF CMNGES IN FUND BALANCE

LOCAL ACCOUITT

Year Ended June 30 1985

Beglnnlng Balance

Addltlons:
Accounts Recelvabl e

Payments and Bl l I tngs
Refunds to Appropriatlons
Ldboratory Fees
Sales
Sales Tax
0ther

Col lectlon Account

Deductlons:
General Revenue
Hospltal Servlces Revenue
Exonerations
Speclal Revenue
Refunds to Appropriatlons

Ending Bal ance

Total

-0- $ 193,2s5.00 $ 193,255.00

212,107 .72
14,335.88

732.15
6,594.45

627 .66
140.84

Accounts
Recelvable

542,383.48
-0-
-0-
-0-

-0-

754,491.20
'14, 335.88

732.15
6,594.45

627 .66
14{.84

234,53€.70 542,383.48 776,922.18
234,53€.70

140.84
212,839.87

-0-
7,222-11

735,638.48

-0-
212,107.72
355,3s3.20

-0-
-0-

970,177.18

140.U
424,947.59
355,353.20

7,222.11
14,335.88 14. 335.88

234,58 -70 567 ,460.92 801 ,999.62

$ 168,177.56 $ 168 177.56-0-



Cash

Year Ended June 30, 1984
Accounts

Rece I vabl e Tota I

-0- $ 207,163.27 $ 207,163-27

243,073.17
13,624.39
't at2 17

-0-
542.63

569,012.82
-0-
-0-
-0-
-0-
-0-

812, 086.59
13,624 -39
1,513.77

-0-

9,856.09o aq6 no

268,610.65 569.012.82 837,623 -47
268,610.65

510.09
244,587 .54

3,062.63
20,450.39

776,176.09

-0-
243,073.77
339,U7 -32

-0-

1,0M,7A6.74

510.09
487,661.31
339,847 .32

3,062.63
20,450.39

268,610.85 582,921 .09 851 .531 .74

-0- ( |oi 255.00 q 10? 255.00

-43-



SPENCER HOSPITAL

STATENENT OF CASH RECEIPTS, DISBURSEI{EI'fiS

CHANGES IN CASH BALANCE

LOCAL

Year Ended June 30,
Custodian Account

Cash Recelpts:
Contributlons fron Residents,
0r Third-Parly Agencles

Interest
Patient Payro I I
Transfer from Patlent l.lelfare

Dl sbursenents:
Patient Hithdraxals
Personal Servlces
Patient l4alntenance
Transfer to Canteen Account

Re I atlves

Account

Cash Recelpts over (Under) Disbursenenrs

Begl nning Balance

Endi ng Balance

1985

$281,409.58
12,823.25
13,108.67

10.00

198/.

$308,917.64
6,827.51
2,789.93

89.35
307,351.50

95,765.92
11 ,394.26

146,614.40
9,84t).51

263,623.09

43,728.41

151,182.79

$194,911-20

318,624.43

229,*6.62
r ,231 .30

143,074 -25
1,103.00

374,795.17

(56,170.741

207,353.53

$151,182.79

Endlng Balance:
Cash In Bank
Consolldated I nvesurent Fund

1985

$ 69,316.20
125,595.00

$ 194, 91 1 .20

Year Ended June 30
1984

$109,188.s5
41,994-24

$151,182.79

1983

$ 80,888.11
126,465.42

$207,353.53

-M-



SPENCER HOSPITAL

STATEI'IENT OF CASH RECEIPTS, DISBURSEI4ENTS AND

CMNGES IN CASH BALANCE

LOCAT

Year Ended June 30

Patl ent l,lelfare Account

Cash Receipts:
Glfts and Donatlons
Sales
Patlent Payrol I
Redeposlts and Refunds
Interest
Transfer fron Canteen Account

Di sbursements:
Patlent Beneflts
Transfer to Canteen Account
Transfer to Co I lection Account
Transfer to Custodian Account

Cash Recelpts (Under) Dl sbursements

Beginnlng Bdlance

Endlng Balance

Endlng Balance:
Cash in Bank
Consol ldated I nvestnent Fund

3,388.53

4,926.86
-0-
-0-
-0-

8,898.93 4,926.86

(4,287.74) ( 1,538.33)

23,145.65 24,683.98

$18,857.s 1 $23, 145.65

Year Ended June 30,

1985

$ 300.00
1,678.45

60.00
201.32

2,367 .82
5. OU

1984

$ 362.50
469.19
37.50

m9.46
2,229.8

-0-
4,611.19

? (07 70
3,167.45
2,123.69

10.00

1985

$ 151.77
18,106.14

$18,857.91

1984

$ 2,807.33
20,338.32

$23,145.6s

1983

$ 575.54
24,108.44

$24,683. e8

-45-



SPENCER HOSPITAL

STATEMENT OF CASH RECEIPTS, DISBURSEMENTS

CHANGES IN CASH BALANCE

LOCAL

AND

Year Ended June 30,
Carteen Account

Cash Recelpts:
Sales
Sales Tax
Interest
Comnl sslons
Donations
Relnbursement of Payrol I Advances
Transfers from Custodlan Account
Transfers fron Patlent l{elfare Account

Dtsbursefl€nts:
Food
Sales Tax
Personal Servl ces
Current Expenses
Repa I rs and Alteratlons
Equlpnent
Payrol I Advances
Transfer to Patlent l{elfare Account

Cash Recelpts (Under) Dl sbursements

Begl nnlng Balance

Endl ng Balance

Ending Balance:
Cash ln Bank
Consol idated Investnent Fund
Change Fund

13,754.86

9, 115.00
713.84

2,021 .28
-0-
-0-
-0-
-0-

39,482.61 15,373.75

I OA4

$21,780.49
518.94
70.19

457 5q

20.00
1,342.33
9,848.51
3,167.45

37,605.46

8,828.45
1 ,167 .27

566.17
50.00

958.26
1,342.33

?An

198r'.

$11,03€.27
292.91
516.1r
804.57
-0-
-0-

1 , 103.00
-0-

11,877.15)

5,497 .07

(1,618.89)

7 ,115.96

$ 3,619.92 $ 5,497.07

Year Ended June 30,
1985

$ 2,987 .86

5.00

198r'.

$ 4,940.20
556.87
-0-

$ 2,075.20
5,040.76

-0-

1983
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SPENCER HOSPITAL

RECONCI LIATIONS

JUNE 30, 1985

Hospltal Serylces Revenue - Account 8500-05

Balance per State Treasury and Hospltal $ -0-

Hospltal Servlces Revenue - Account 8500-15

Balance per State Treasury and Hospltal

Hospital Servlces Revenue - Account 8500-25

Balance per State Treasury and Hospltal

Hospital Servlces Revenue - Account 8500-26

Balance per State Treasury and Hospital

Insurance Clalms - Account 8523-10

$ 54,717 .68

$750,000.00

$ 24,512.60

Balance per State Treasury and Hospital $ 2,395.00

Cllent Servlces - Account 8523-33

Balance per State Treasury and Hospital $ 3,150.83

-47-



Ba I ance

Custodl an Account

Balance per Bank

Less: 0utstandl ng Checks

Check Nunbers

SPENCER HOSPITAL

BANK RECONCILIATIONS

JUNE 30, 1985

51/O
7224
7225
7354

8368
8369

Per Book

3.02
80.00

290.79
3.00

49.80
365. 13

25 -00
58.10

$70, 191 .04

$69,316.20

n7 .02

155.25

151.77

Patlent Helfare Account

Balance per Bank

Less: outstandlng Check

Check Nunber

1239

Balance per Book
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SPENCER HOSPITAL

BAJ{K RECONCILIATION

JUNE 30, 1985

Canteen Account

Balance per Bank

Add: Deposl ts ln Transtt

Date

06lat85
06/29t85
06/30/85

Less: outstanding Checks

Check Numbers

Balance per Book

$5,603.35

834
835
836
651
838
839
840

157.96
75.41

155.25
Jttar. oz

121.45
143.96
205.24
969.22
992-34
r? 6c

533.25
25.00

3,004.1 1

$2, 7.86
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Average Popul atlon

Patlent Days

Total Approprlated Expendltures

Cost per Patlent Day

Average Cost per Patlent Year

SPENCER HOSPITAL

PATIENT COST

Year Ended June 30
1985 1984

136 142

49,786 52,095

$2,A4, 07 6.26 $2, 57 7,895.69

$57.93 $49.48

$21,206-M $18,154.20
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STATE OF HEST VIRGINIA

OFFICE OF LEGISLATIVE AUDITOR, TO XIT:

I, EnclI Balley, Leglslatlve Audltor, do hereby

certlfy that the report of audlt appended hereto l,las made

under my dlrectlon and supervlslon, under the provlslons of

the fest Vlrglnla Code, Chapter 4, Arllcle 2, as ar0ended, and

that the sdne is a true and corr€ct copy of said report.

clven under my hand this /N aay of 5.\q ,
\

1986.

64j.ea? GtetY
Enc 1l Balley, Leglslative Audltor

Copy forwarded to the Cor,mlssloner of the Departnent

0f Finance and Administratlon to be filed as a Dublic record.

Coples forwarded to Spencer Hospital; l{est Vlrglnla DepartlEnt

of Health; Governor; Attorney General; and, State Auditor.
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