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immediately dedicate the resources needed to ensure that the billing and collection process is 
functioning efficiently and effectively with the new clinical and financial reporting systems, and 
that patient accounts are being worked, cash is being collected appropriately or accounts are 
timely written off when not collectible.  Additionally, the Hospital should establish goals and 
benchmarks to continuously monitor these processes.   
 
CONSOLIDATION OF FINANCIAL REPORTING  
 
Currently, most divisions within the Hospital’s system process and report financial information 
independently of each other.  In many cases, financial reporting personnel at the various entities 
are performing duplicate procedures.  Additionally, due to the limited number of financial 
personnel at some entities, the internal controls over financial reporting are limited. 
 
We recommend that management consider the potential efficiencies that could be gained by 
consolidating certain areas of financial reporting such as business office, reimbursement, payroll, 
and accounts payable.  Consolidating certain financial reporting functions will also increase 
consistency and the effectiveness in reporting accounting transactions and estimates and improve 
the Hospital’s ability to prepare accurate consolidated financial statements as discussed above.  
Additionally, consolidating processes may strengthen internal controls and allow for better 
allocation of financial personnel resources.  
 
CASH RECONCILIATIONS 
 
During the current year audit, we noted that a reconciliation of the main depository account was 
not completed until a number of months after year end.  Considering the magnitude and volume 
of transactions in this account, reconciling items could have a significant impact on the reported 
cash balances.  We recommend that all cash reconciliations be performed and reviewed on a 
timely basis. 
 
ACCOUNTING FOR LEASES 
 
During 2007 and 2008, various entities within the health system entered into lease agreements 
for medical equipment.  All of these leases were reported as operating leases although several of 
them met the criteria for being reported as a capital lease.  An analysis of the lease terms had not 
been performed to consider the proper reporting criteria.   While this rarely has a material impact 
on the amount of expense reported, both capital assets and lease obligations could be materially 
understated.  We recommend that management develop a formalized process for reviewing all 
significant leases for proper reporting as an operating or capital lease.  
 
RETIREMENT PLAN REGULATION CHANGES 
 
The Hospital sponsors a 403(b) retirement plan that provides for salary deferral and employer 
contributions for a significant portion of the Hospital’s employees.  Historically, a 403(b) plan 
has been exempt from certain reporting requirements.  Recently, the Department of Labor issued 
new regulations eliminating an exemption of 403(b) plans from Form 5500 filing and audit 
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