




















































































MAURY REGIONAL HOSPITAL (EIN NO. 62-6002623) 
 
Corrective Action Plan 
 
Year Ended June 30, 2009 
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Item 2009-1: Material Weakness in Internal Control 
 
Identification of Federal Award Program(s):  Not applicable 
 
Criteria or Requirement:  Financial statements prepared in accordance with U.S. generally 
accepted accounting principles require that retirement benefits be recorded on an accrual basis. 
 
Finding or Condition:  During the audit, we identified various retirement benefits that were not 
appropriately recorded in the financial statements. 
 
Questioned Costs:  Not applicable 
 
Cause:  The liability was not identified by previous management. 
 
Recommendation:  We recommend that management review its process for approving and 
reporting policies and determine that Board involvement is considered where appropriate. 
 
Management’s Response:  Management agrees with the audit finding.   
 
Plan of Corrective Action:    
 

1. Management will establish a Reserve for Sick Pay Liability and a Reserve for Retiree 
Health Insurance. 

2. Management will analyze these accounts on a continuing basis to ensure the accruals 
match the approved policies of the Hospital.  

 
Responsible Person:  Jeff Strawn, Controller  
 
Date of Implementation:  November 30, 2009 
 
Item 2009-2: Significant Deficiency in Internal Control 
 
Identification of Federal Award Program(s):  Not applicable 
 
Criteria or Requirement:  Effective internal controls over financial reporting require that access 
to financial reporting systems be segregated and assigned by responsibilities. 
 
Finding or Condition:  Various employees have access to modify information within financial 
reporting systems that is not necessary for their assigned responsibilities.  This access reduces 
the effectiveness of the segregation of duties. 
 
Questioned Costs:  Not applicable 
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Cause:  Prior management did not recognize certain unnecessary system access after a financial 
reporting system conversion. 
 
Recommendation:  We recommend that the Hospital review access to modify information within 
all significant financial reporting systems and limit access to employees with assigned 
responsibility for that area. 
 
Management’s Response:  Management agrees with the audit finding.   
 
Plan of Corrective Action:    
 

1. A Meditech user audit will be performed by the Information Technology Department 
(“IT”) and the “owners” of the BAR, Human Resources, and Payroll modules. 

2. “Inquiry Access Only” menu options will be built for those employees requiring access to 
these modules, but not requiring enter/edit/processing capabilities. 

3. IT will combine the network and Meditech login request forms, and will require that the 
requestor indicate if the employee needs “inquiry access only” access or 
enter/edit/processing access to the various Meditech modules. 

 
Responsible Person:  Terry Phillips, Director of Information Technology 
 
Date of Implementation:  January 1, 2010 
 
Item 2009-3: Significant Deficiency in Internal Control 
 
Identification of Federal Award Program(s):  Not applicable 
 
Criteria or Requirement:  Effective internal control requires that cash collections be 
appropriately safeguarded. 
 
Finding or Condition:  During the audit, we became aware of an instance of employee theft of 
approximately $25,000 over a 20-month timeframe related to cash collections in the cafeteria. 
 
Questioned Costs:  Not applicable 
 
Cause:  The internal controls over cafeteria cash collections lacked appropriate reconciliation 
procedures, allowing collusion between related employees. 
 
Recommendation:  We recommend that management review its control processes related to cash 
collections. 
 
Management’s Response:  Management agrees with the audit finding. 
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Plan of Corrective Action:    
 

1. The Internal Audit Department performed a review of cash controls in July 2009. 
2. Based on the results of this review, the Business Office Manager and Assistant Controller 

will develop standard policies and procedures to be used by all areas of the Hospital 
where cash is handled (i.e., petty cash funds, cash registers, point of sale collection areas, 
etc.). 

3. These policies and procedures will include secure cash handling, daily balancing and 
reconciling, approval processes, etc.  

 
Responsible Person:  Kirby Hedrick, Director of Patient Accounts 
 
Date of Implementation:  November 30, 2009 
 
Item 2009-4:  Significant Deficiency in Internal Control Over Compliance / Non-major 
Program Noncompliance 
 
Identification of Federal Award Program(s):  U.S. Department of Health and Human Services 
CFDA 93.301 - Small Hospital Improvement Program (Award numbers Z-08-022666-00 and Z-
09-214873-00); passed through the Tennessee Department of Health  
 
Criteria or Requirement:  Expenditures charged to the grant award should not exceed the total 
award amount and all award expenditures should be made in accordance with the timeframe as 
outlined in the award contract. 
 
Finding or Condition:  During our review of expenditures for the Small Hospital Improvement 
Program, we noted that $12,011 of expenditures exceeded the award amount and were charged to 
the general ledger accounts used for accumulating the financial activity for these awards.  
Although these awards were over spent, the grantor has not provided additional funding for these 
expenditures. 
 
In addition, we noted that $17,600 of expenditures were spent outside of the grant period and 
charged to the grants. 
 
Questioned Costs:  $17,600, for the total amount charged to the grant awards outside of the 
period of availability 
 
Cause:  Multiple small-dollar awards and a lack of communication related to available award 
monies caused insufficient bookkeeping related to award expenditures and allowable timeframes. 
 
Recommendation:  We recommend that management implement internal controls whereby award 
expenditures are made only during the award period.  In instances where award funds remain at 
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the end of the period of availability, we recommend that management implement controls to 
ensure that the grantor agency is notified and, where possible, an extension of time requested.  
Separate sets of general ledger accounts should be kept for each award and its related period to 
allow for separate tracking by award in its applicable timeframe. 
 
Management’s Response:  Management understands and agrees with the findings and will 
implement appropriate controls to ensure that the grant accounts are maintained correctly. 
 
Plan of Corrective Action:  
 

1. A separate general ledger account will be established for each grant and each grant 
period. 

2. Grant accounts will be analyzed quarterly to ensure that expenditures are recorded in the 
correct grant account and in the correct grant period. 

3. The grantor agency will be notified on a timely basis if any grant funds are unexpended at 
the end of the grant period.   

4. One member of the Finance Department will be assigned the responsibility to monitor all 
of the grant accounts and to work with each of the facilities to establish procedures 
pertaining to accounting, purchases with grant funds, communication with grantor 
agencies, etc. 

 
Responsible Person:  Kyle Jones, Controller, Marshall Medical Center  
 
Projected Date of Implementation:  July 1, 2010 
 
Item 2009-5:  Significant Deficiency in Internal Control Over Compliance 
 
Identification of Federal Award Program(s):  U.S. Department of Health and Human Services 
CFDA 93.889 – National Bioterrorism Hospital Preparedness Program (Award number Z-07-
036282-00) and Regional Medical Communication Center (Award number RFS#343.07-114-
07); CFDA 93.301 – Small Hospital Improvement Program (Award numbers Z-06-031255-00; 
Z-07-038134-00; Z-08-022648-00; DG-05-01910-00; DG-06-01994-01; Z-07-038141-00) and 
CFDA 93.283 – Pandemic Flu Grant (Award number Z-07-038387-00); all passed through the 
Tennessee Department of Health 
 
Criteria or Requirement:  Grant award funds should be expended in the timeframe as designated 
in the award contract.  In the event an award cannot be spent, the grantor should be notified.  If 
possible, a request for extension should be made.  In the event an extension cannot be granted, 
the unexpended award funds should be returned to the grantor agency. 
 
Finding or Condition:  A total of $38,930 in award funds were unexpended as of June 30, 2009 
in addition to $7,750 expended during fiscal year 2009, with certain grant periods dating back to 
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2005. None of the grantor agencies to which these funds relate had been notified of the 
unexpended balances as of the grant period end date. 
 
Questioned Costs:  Not applicable 
 
Cause:  Multiple small-dollar awards and a lack of communication related to available award 
monies caused insufficient bookkeeping related to award expenditures and allowable timeframes.  
 
Recommendation:  We recommend that the respective grantor agencies be notified of any 
unexpended balances.  Where possible, an extension of time should be requested. In the event the 
request is not granted, management should return the unexpended funds to the awarding agency. 
 
Management’s Response:  Management understands and agrees with the findings and will 
implement appropriate controls to ensure the grant accounts are maintained correctly.  
 
Plan of Corrective Action:    
 

1. A separate general ledger account will be established for each grant and each grant 
period. 

2. Grant accounts will be analyzed quarterly to ensure that expenditures are recorded in the 
correct grant account and in the correct grant period. 

3. The grantor agency will be notified on a timely basis if any grant funds are unexpended at 
the end of the grant period.   

4. If appropriate, extensions of time will be requested, or if not appropriate, refunds of the 
unexpended funds will be made.  

5. One member of the Finance Department will be assigned the responsibility to monitor all 
of the grant accounts and to work with each of the facilities to establish procedures 
pertaining to accounting, purchases with grant funds, communication with grantor 
agencies, etc.  
 

Responsible Person:  Kyle Jones, Controller, Marshall Medical Center  
 
Projected Date of Implementation:  July 1, 2010 
 
Item 2009-6:  Material Weakness in Internal Control Over Compliance / Major Program 
Noncompliance 
 
Identification of Federal Award Program(s):  U.S. Department of Health and Human Services 
CFDA 93.887 – Health Care and Other Facilities (Award number C76HF09724) 
 
Criteria or Requirement:  Procurement and Suspension and Debarment requirements within the 
OMB Circular A-133 Compliance Supplement state that procurement documents, such as 
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proposals and invitations to bid, should be maintained by the grantee for items exceeding the 
small purchase threshold of $25,000.  In addition, any item exceeding the small purchase 
threshold is considered a covered transaction, whereby the vendor should be verified against the 
EPLS Exclusion List for suspension and debarment.   
 
Finding or Condition:  For all covered transactions tested under the award, totaling $326,108, 
sufficient procurement documents, including quotes and justification for vendor selection, were 
not maintained.  In addition, none of the vendors had been verified against the EPLS Exclusion 
List.  However, as a part of our testing, we verified those vendors from which purchases were 
made were not included in the EPLS Exclusion List. 
 
Questioned Costs:  $326,108, equaling the amount of covered transactions tested as a part of our 
audit 
 
Cause:  Management oversight 
 
Recommendation:  We recommend that management implement controls whereby procurement 
documentation is maintained for purchases exceeding the small purchase threshold of $25,000.  
In addition, all vendors from which purchases are made with federal award funds should be 
verified against the EPLS Exclusion List before the purchase is made.  Documentation of this 
verification should be maintained. 
 
Management’s Response:  Management understands and agrees with the findings and will 
implement appropriate controls to ensure that the grant accounts are maintained correctly. 
 
Plan of Corrective Action:    
 

1. All vendor quotes, proposals or other correspondence accumulated in the purchase of 
equipment or other assets with grant funds will be maintained, including those for 
vendors who were not awarded the purchase. 

2. Any vendor that is asked to propose on a purchase with grant funds in excess of $25,000 
will be verified against the EPLS Exclusion List before any purchase is finalized. 

3. One member of the Finance Department will be assigned the responsibility to monitor all 
of the grant accounts and to work with each of the facilities to establish procedures 
pertaining to accounting, purchases with grant funds, communication with grantor 
agencies, etc.   
 

Responsible Person:  Kyle Jones, Controller, Marshall Medical Center  
 
Projected Date of Implementation:  July 1, 2010 

 


