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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Hospital Authority of Clinch County
Homerville, Georgia

Report on the Financial Statements

We have audited the accompanying financial statements of Hospital Authority of Clinch County,
Georgia (Authority), which comprise the balance sheets as of June 30, 2020 and 2019, and the
related statements of revenues, expenses and changes in net position, and cash flows for the years
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this
includes the design, implementation, and maintenance of internal control relevant to the preparation
and fair presentation of financial statements that are free from material misstatement, whether due to
fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the
Authority’s preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Authority’s internal control. Accordingly, we express no such opinion. An
audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of Hospital Authority of Clinch County, Georgia as of June 30, 2020 and 2019, and
the changes in its financial position and its cash flows for the years then ended in accordance with
accounting principles generally accepted in the United States of America.

Required Supplementary Information

Management has omitted the Management’s Discussion and Analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic
financial statements. Such missing information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board who considers it to be an essential part
of the financial reporting for placing the basic financial statements in an appropriate operational,
economic, or historical context. Our opinion on the basic financial statements is not affected by this
missing information.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 19,
2021, on our consideration of the Authority’s internal control over financial reporting and on our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Authority’s internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority’s internal control over financial reporting and compliance.

lﬂmﬁwém,w

Albany, Georgia
February 19, 2021



HOSPITAL AUTHORITY OF CLINCH COUNTY

BALANCE SHEETS
June 30, 2020 and 2019

ASSETS

Current assets:
Cash and cash equivalents
Short-term investments designated for debt service
Patient accounts receivable, net of estimated uncollectibles
of $2,989,000 in 2020 and $2,005,000 in 2019
Supplies, at lower of cost (first-in-first-out) or market
Other current assets

Total current assets

Noncurrent cash and investments:
Restricted for reserve fund

Capital assets:
Non-depreciable capital assets
Depreciable capital assets, net of accumulated depreciation

Total capital assets, net of accumulated depreciation

Total assets

$ 8,509,000
78,000

1,828,000
292,000
160,000

10,867,000

830,000

392,000
5,331,000
5,723,000

$ 17,420,000

LIABILITIES AND NET POSITION

Current liabilities:
Current maturities of long-term debt
Medicare accelerated payments, current portion
Accounts payable
Accrued expenses
Estimated third-party payor settlements
Unearned CARES Act funding

Total current liabilities

Medicare accelerated payments, net of current portion
Long-term debt, net of current maturities

Total liabilities
Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

Total liabilities and net position

$ 1,080,000
395,000
1,068,000
556,000
438,000
3,806,000

7,343,000

2,767,000
10,429,000

20,539,000
( 4,504,000)
830,000
555,000
(_3,119,000)

$ 17.420,000

See accompanying notes to financial statements.
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2019

$ 2,149,000
59,000

1,732,000
275,000
568,000

4,783,000

830,000

268,000
5,276,000
5,544,000

$ 11,157,000

$ 425,000
1,080,000

563,000
331,000

2,399,000

10,038,000
12,437,000
( 4,919,000)

830,000
2,809,000
(_1,280,000)

$ 11,157,000



HOSPITAL AUTHORITY OF CLINCH COUNTY

STATEMENTS OF REVENUES, EXPENSES AND

CHANGES IN NET POSITION

for the years ended June 30, 2020 and 2019

Operating revenues:

Net patient service revenue (net of provision for bad
debts of $1,960,000 in 2020 and $1,685,000 in 2019)

Other
Total operating revenues
Operating expenses:
Salaries and wages
Employee health and welfare
Supplies and other
Professional services
Contracted services
Depreciation
Total operating expenses
Operating gain (loss)
Nonoperating revenues (expense):
Unrestricted gifts and bequests
CARES Act funding
Investment income
Other
Interest expense
Total nonoperating revenues (expenses)
Excess of revenues over expenses
Capital grants and contributions
Increase (decrease) in net position

Net position, beginning of year

Net position, end of year

$ 11,574,000

1,798,000

13,372,000

6,545,000
1,741,000
3,987,000
2,004,000
254,000
559,000

15,090,000

(_1,718,000)
190,000
89,000
24,000

1,000
(__425,000)

(__121,000)
( 1,839,000)
( 1,839,000)

(_1,280,000)

$(_3,119,000)

See accompanying notes to financial statements.
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$ 11,529,000

1,929,000
13,458,000
5,359,000
1,399,000
3,051,000
1,975,000
159,000
514,000
12,457,000

1,001,000

519,000
20,000
7,000
(__444.000)
102,000
1,103,000
85,000
1,188,000

(_2,468,000)

$(_1,280,000)




HOSPITAL AUTHORITY OF CLINCH COUNTY

STATEMENTS OF CASH FLOWS

for the years ended June 30, 2020 and 2019

Cash flows from operating activities:
Cash received from patients and payors
Cash payments to vendors and other suppliers
Cash payments to employees
Medicare accelerated payments

Net cash provided by operating activities
Cash flows from noncapital financing activities:
CARES Act funding
Proceeds from long-term debt
Unrestricted gifts and bequests
Net cash provided by noncapital financing activities
Cash flows from capital and related financing activities:
Capital grants and contributions
Principal paid on long-term debt
Interest paid on long-term debt
Purchase of property and equipment

Net cash used by capital and related
financing activities

Cash flows from investing activities:
Interest on investments
Purchase of investments
Rental income
Net cash provided by investing activities
Net increase in cash and cash equivalents

Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Continued
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2020

$ 13,383,000
( 5,866,000)
( 8,293,000)

3,162,000
2,386,000
3,895,000
1,281,000

190,000

5,366,000

( 450,000)
( 425,000)
(__523,000)

(_1,398,000)

24,000
( 10,000)

1,000

15,000
6,369,000
2,366,000

$ _8.735,000

2019

$ 13,360,000
( 4,987,000)
( 6,624,000)

1,749,000

519,000
519,000
85,000
(401,000

(444,000
(_1,034,000)

(_1,794,000)

20,000
( 7,000)

7,000

20,000
494,000
1,872,000

$ _ 2,366,000



HOSPITAL AUTHORITY OF CLINCH COUNTY

STATEMENTS OF CASH FLOWS, Continued
for the years ended June 30, 2020 and 2019

Reconciliation of cash and cash equivalents to the
the balance sheets:
Cash and cash equivalents in current assets
Cash and cash equivalents in noncurrent
cash and investments:
Restricted for reserve fund

Total cash and cash equivalents

Reconciliation of operating gain (loss) to net cash flows
from operating activities:

Operating gain (loss)

Adjustments to reconcile operating gain (loss) to net
cash provided by operating activities:
Depreciation
Provision for bad debts

Changes in:

Net patient accounts receivable
Estimated third-party payor settlements
Supplies

Other current assets

Accounts payable

Other accrued expenses

Medicare accelerated payments

Net cash provided by operating activities

Supplemental disclosure of cash flow information:

$ 8,509,000

226,000

$ 8.735,000

$(1,718,000)

559,000
1,960,000

(2,056,000)
107,000
( 17,000)
408,000
( 12,000)
( 7,000)
3,162,000

$ 2,386.000

2019

$ 2,149,000

217,000

$ 2,366,000

$ 1,001,000

514,000
1,685,000

(2,184,000)
401,000
(' 100,000)
( 405,000)
703,000
134,000

$ 1,749,000

e The Authority entered into capital lease obligations of approximately $215,000 and $71,000 for

new equipment in 2020 and 2019, respectively.

See accompanying notes to financial statements.
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS
June 30, 2020 and 2019

Description of Reporting Entity and Summary of Significant Accounting Policies

Reporting Entity

The Hospital Authority of Clinch County (Authority) is a public corporation which operates
Clinch Memorial Hospital, a 25 bed Critical Access Hospital. The Authority is comprised of a
Board of Directors, which has the right to approve major expenditures and long-term
borrowings.

Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

Significant items subject to such estimates and assumptions include the determination of the
allowances for uncollectible accounts and contractual adjustments, estimated third-party payor
settlements, and self-insurance reserves. In particular, laws and regulations governing the
Medicare and Medicaid programs are extremely complex and subject to interpretation. As a
result, there is at least a reasonable possibility that recorded estimates associated with these
programs will change by a material amount in the near term.

Enterprise Fund Accounting

The Authority uses enterprise fund accounting. Revenues and expenses are recognized on
the accrual basis using the economic resources measurement focus.

The Authority prepares its financial statements as a business-type activity in conformity with
applicable pronouncements of the Governmental Accounting Standards Board (GASB).

Cash and Cash Equivalents

Cash and cash equivalents include investments in highly liquid debt instruments with an
original maturity of three months or less.

Investments

Investments include certificates of deposit recorded at cost which approximate fair market
value.

Allowance for Doubtful Accounts

The Authority provides an allowance for doubtful accounts based on the evaluation of the
overall collectability of the accounts receivable. As accounts are known to be uncollectible,
the account is charged against the allowance.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Risk Management

The Authority is exposed to various risks of loss from torts; theft of, damage to, and
destruction of assets; business interruption; errors and omissions; employee injuries and
illnesses; natural disasters; and employee health and accident benefits. Commercial
insurance coverage, with the exception of employee health and accident benefits, is
purchased for claims arising from such matters. Settled claims did not exceed commercial
coverage in any of the three preceding years.

Impairment of Long-Lived Assets

The Authority evaluates on an ongoing basis the recoverability of its assets for impairment
whenever events or changes in circumstances indicate that the carrying amount may not be
recoverable. The impairment loss to be recognized is the amount by which the carrying value
of the long-lived asset exceeds the asset’s fair value. In most instances, the fair value is
determined by discounted estimated future cash flows using an appropriate interest rate. The
Authority has not recorded any impairment charges in the accompanying statements of
revenues, expenses and changes in net position for the years ended June 30, 2020 and 2019.

Noncurrent Cash and Investments

Noncurrent cash and investments include assets restricted for the USDA loan reserve fund.

Grants and Contributions

From time to time, the Authority receives grants from Clinch County and the State of Georgia
as well as contributions from individuals and private organizations. Revenues from grants and
contributions (including contributions of capital assets) are recognized when all eligibility
requirements, including time requirements are met. Grants and contributions may be restricted
for either specific operating purposes or for capital purposes. Amounts that are unrestricted or
that are restricted to a specific operating purpose are reported as nonoperating revenues.
Amounts restricted to capital acquisitions are reported after nonoperating revenues and
expenses.

Restricted Resources

When the Authority has both restricted and unrestricted resources available to finance a
particular program, it is the Authority’s policy to use restricted resources before unrestricted
resources.

Capital Assets

The Authority’s capital assets are reported at historical cost. Contributed capital assets are
reported at their acquisition value at the time of their donation. Depreciation is provided over
the estimated useful life of each depreciable asset and is computed using the straight-line
method. The estimated useful life is assigned using AHA Useful Lives Guidelines listed below.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Capital Assets, Continued

Equipment under capital lease obligations is amortized on the straight-line method over the
shorter period of the lease term or the estimated useful life of the equipment. Such
amortization is included in depreciation and amortization in the financial statements.

Land improvements 15 To 20 Years
Buildings and improvements 20 To 40 Years
Equipment 3To 7 Years

Costs of Borrowing

Interest cost on borrowed funds during the period of construction of capital assets is
capitalized as a component of the cost of acquiring those assets.

Unearned Revenue

Unearned revenue arises when assets are recognized before revenue recognition criteria have
been satisfied. CARES Act advance payments are reported as unearned revenue until all
applicable eligibility requirements are met. See Note 19 for additional information.

Net Position

Net position of the Authority is classified in three components. Net investment in capital
assets consist of capital assets net of accumulated depreciation and reduced by the current
balances of any outstanding borrowings used to finance the purchase or construction of those
assets. Restricted net position is noncapital net assets that must be used for a particular
purpose, as specified by creditors, grantors, or contributors external to the Authority, including
amounts deposited with trustees. Unrestricted net position is remaining net assets that do not
meet the definition of net investment in capital assets or restricted.

Financing Cost

Costs incurred in connection with the issuance of debt are expensed in the period in which
they are incurred.

Operating Revenues and Expenses

The Authority’s statement of revenues, expenses and changes in net position distinguishes
between operating and nonoperating revenues and expenses. Operating revenues result from
exchange transactions associated with providing health care services — the Authority’s
principal activity. Nonexchange revenues, including taxes, grants, and contributions received
for purposes other than capital asset acquisition, are reported as nonoperating revenues.
Operating expenses are all expenses incurred to provide health care services, other than
financing costs.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Compensated Absences

The Authority’s employees earn vacation days at varying rates depending on years of service.
Employees may accumulate vacation leave up to 275 hours. Employees also earn sick leave
benefits based on varying rates depending on years of service. Employees may accumulate
sick leave up to 205 hours. Employees are not paid for accumulated sick leave if they leave
before retirement. However, employees who retire from the Authority may convert
accumulated sick leave to termination payments at varying rates, depending on the
employee’s contract. The estimated amount of compensated absences is reported as a
current liability in both 2020 and 2019.

Net Patient Service Revenue

The Authority has agreements with third-party payors that provide for payments to the
Authority at amounts different from its established rates. Payment arrangements include
prospectively determined rates per discharge, reimbursed costs, discounted charges, and per
diem payments. Net patient service revenue is reported at the estimated net realizable
amounts from patients, third-party payors, and others for services rendered, including
estimated retroactive adjustments under reimbursement agreements with third-party payors.
Retroactive adjustments are accrued on an estimated basis in the period the related services
are rendered and adjusted in future periods as final settlements are determined.

Charity Care

The Authority provides care to patients who meet certain criteria under its charity care policy
without charge or at amounts less than its established rates. Because the Authority does not
pursue collection of amounts determined to qualify as charity care, they are not reported as
revenues.

Income Taxes

The Authority is a governmental entity and is exempt from income taxes. Accordingly, no
provision for income taxes has been considered in the accompanying financial statements.

Fair Value Measurements

GASB Statement No. 72 — Fair Value Measurement and Application defines fair value as the
price that would be received to sell an asset or paid to transfer a liability in an orderly
transaction between market participants at the measurement date. Fair value is an exit price
at the measurement date from the perspective of a market participant that controls the asset or
is obligated for the liability. GASB No. 72 also establishes a hierarchy of inputs to valuation
techniques used to measure fair value. If a price for an identical asset or liability is not

Continued

10



HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Description of Reporting Entity and Summary of Significant Accounting Policies, Continued

Fair Value Measurements, Continued

observable, a government should measure fair value using another valuation technique that
maximizes the use of relevant observable inputs and minimizes the use of unobservable
inputs. GASB No. 72 describes the following three levels of inputs that may be used:

e [evel 1: Quoted prices (unadjusted) for identical assets or liabilities in active markets
that a government can access at the measurement date. The fair value hierarchy
gives the highest priority to Level 1 inputs.

e [evel 2: Observable inputs such as quoted prices for similar assets or liabilities in
active markets, quoted prices for identical or similar assets or liabilities in markets that
are not active, or inputs other than quoted prices that are observable for the asset or
liability.

o Level 3: Unobservable inputs for an asset or liability. The fair value hierarchy gives the
lowest priority to Level 3 inputs.

Recently Adopted Accounting Pronouncement

In May 2020, the GASB issued Statement No. 95, Postponement of the Effective Dates of
Certain Authoritative Guidance (GASB 95). GASB 95's primary objective is to provide
temporary relief to governments and other stakeholders in light of the COVID-19 pandemic by
postponing the effective dates of certain provisions in Statements and Implementation Guides.
GASB 95 is effective immediately. Earlier application of provisions is permitted to the extent
specified in each pronouncement as originally issued.

Net Patient Service Revenue

The Authority has agreements with third-party payors that provide for payments to the
Authority at amounts different from its established rates. The Authority does not believe that
there are any significant credit risks associated with receivables due from third-party payors.

Revenue from the Medicare and Medicaid programs accounted for approximately 78% and
1%, respectively, of the Authority’s net patient revenue for the year ended 2020, and 75% and
1%, respectively, of the Authority’s net patient revenue for the year ended 2019. Laws

and regulations governing the Medicare and Medicaid programs are extremely complex and
subject to interpretation. As a result, there is at least a reasonable possibility that recorded
estimates will change by a material amount in the near term.

The Authority believes that it is in compliance with all applicable laws and regulations and is
not aware of any pending or threatened investigations involving allegations of potential
wrongdoing. However, there has been an increase in regulatory initiatives at the state and
federal levels including the initiation of the Recovery Audit Contractor (RAC) program and the
Medicaid Integrity Contractor (MIC) program. These programs were created to review

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Net Patient Service Revenue, Continued

Medicare and Medicaid claims for medical necessity and coding appropriateness. The RAC's
have authority to pursue improper payments with a three year look back from the date the
claim was paid. Compliance with such laws and regulations can be subject to future
government review and interpretation as well as significant regulatory action including fines,
penalties and exclusion from Medicare and Medicaid programs.

A summary of the payment arrangements with major third-party payors follows:

Medicare

Effective July 21, 2000, the Authority was granted Critical Access Hospital (CAH)
designation by the Medicare program. The CAH designation places certain restrictions on
daily acute care inpatient census and an annual, average length of stay of acute care
inpatients. Inpatient acute care and outpatient services rendered to Medicare program
beneficiaries are paid based on a cost reimbursement methodology.

The Authority is reimbursed for certain reimbursable items at a tentative rate with final
settlement determined after submission of annual cost reports by the Authority and audits
thereof by the Medicare Administrative Contractor (MAC). The Authority’s classification of
patients under the Medicare program and the appropriateness of their admission are
subject to an independent review by a peer review organization under contract with the
Authority. The Authority’s Medicare cost reports have been audited by the MAC through
June 30, 2016.

Medicaid

Inpatient acute care services rendered to Medicaid program beneficiaries are paid at a
prospectively determined rate per admission. These rates vary according to a patient
classification system that is based on clinical, diagnostic and other factors. Outpatient
services rendered to Medicaid program beneficiaries are reimbursed under a cost
reimbursement methodology.

The Authority is reimbursed at a tentative rate with final settlement determined after
submission of annual cost reports by the Authority and audits thereof by the Medicaid fiscal
intermediary. The Authority’s Medicaid cost reports have been audited by the Medicaid
fiscal intermediary through June 30, 2016.

The Authority has also entered into contracts with certain managed care organizations to
receive reimbursement for providing services to selected enrolled Medicaid beneficiaries.
Payment arrangements with these managed care organizations consist primarily of
prospectively determined rates per discharge, discounts from established charges, or
prospectively determined per diems.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

2. Net Patient Service Revenue, Continued

Medicaid, Continued

The Authority participates in the Georgia Indigent Care Trust Fund (ICTF) Program. The
Authority receives ICTF payments for treating a disproportionate number of Medicaid and
other indigent patients. ICTF payments are based on the Authority’s estimated
uncompensated cost of services to Medicaid and uninsured patients. The amount of ICTF
payments recognized in net patient service revenue was approximately $385,000 and
$336,000 for the years ended June 30, 2020 and 2019, respectively.

The Medicare, Medicaid and SCHIP Benefits Improvement and Protection Act of 2000
(BIPA) provides for payment adjustments to certain facilities based on the Medicaid Upper
Payment Limit (UPL). The UPL payment adjustments are based on a measure of the
difference between Medicaid payments and the amount that could be paid based on
Medicare payment principles. The net amount of UPL payment adjustments recognized in
net patient service revenue was approximately $87,000 and $79,000 for the years ended
June 30, 2020 and 2019, respectively.

Other Arrangements

The Authority has also entered into payment arrangements with certain commercial
insurance carriers, health maintenance organizations, and preferred provider
organizations. The basis for payment to the Authority under these arrangements includes
prospectively determined rates per discharge, discounts from established charges, and
prospectively determined daily rates.

Uncompensated Services

The Authority was compensated for services at amounts less than its established rates.
Charges for uncompensated services for 2020 and 2019 were approximately $7,193,000 and
$6,116,000, respectively.

Uncompensated care includes charity and indigent care services of approximately $322,000
and $373,000 in 2020 and 2019, respectively. The cost of charity and indigent care services
provided during 2020 and 2019 was approximately $259,000 and $263,000, respectively
computed by applying a total cost factor to the charges forgone.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Uncompensated Services, Continued

The following is a summary of uncompensated services and a reconciliation of gross patient
charges to net patient service revenue for 2020 and 2019.

2020 019

Gross patient charges $ 18,767,000 $ 17,645,000

Uncompensated services:

Charity and indigent care 322,000 373,000
Medicare 2,977,000 2,627,000
Medicaid 990,000 799,000
Other allowances 944,000 632,000
Bad debts 1,960,000 1,685,000

Total uncompensated care 7,193,000 6,116,000

Net patient service revenue $ 11,574,000 $ 11,529,000

Deposits and Investments

Custodial Credit Risk — Deposits

Custodial credit risk is the risk that in the event of a bank failure, the Authority’s deposits may
not be returned to them. The Authority does not have a deposit policy for custodial credit risk.
The Authority’s bank deposits at June 30, 2020 and 2019 are entirely insured or collateralized
with securities held by the pledging financial institutions designated trustee in the Authority’s

name.

As discussed in Note 1, the Authority’s investments approximate fair value. Deposits and
investments as of June 30, 2020 and 2019 are classified in the accompanying financial

statements as follows:

2020 201
Balance sheets:
Cash and cash equivalents $ 8,509,000 $ 2,149,000
Short-term investments 78,000 59,000
Noncurrent cash and investments:
Restricted for reserve fund 830,000 830,000
Total $ 9,417,000 $ 3,038,000
Deposits and investments consist of the following:
Deposits with financial institutions $ 3,164,000 $ 2,153,000
Money market accounts 5,571,000 213,000
Subtotal deposits 8,735,000 2,366,000
Certificate of deposit 682,000 672,000
Total deposits and investments $ 9,417,000 $ 3,038,000

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Deposits and Investments, Continued

Investments

As of June 30, 2020:

Investment Type Amount Maturity
Certificate of deposit $ 682,000 March 27, 2022
As of June 30, 2019:
Investment Type Amount Maturity
Certificate of deposit $ 672,000 March 27, 2020

Accounts Receivable and Payable

Patient accounts receivable and accounts payable (including accrued expenses) reported as
current assets and liabilities by the Authority at June 30, 2020 and 2019 consisted of these

amounts:
2020
Patient accounts receivable:
Receivable from patients and their
insurance carriers $ 1,942,000
Receivable from Medicare 2,655,000
Receivable from Medicaid 220,000
Total patient accounts receivable 4,817,000
Less allowance for uncollectible amounts and
contractual adjustments 2,989,000
Patient accounts receivable, net $ 1,828,000
Accounts payable and accrued expenses:
Payable to employees (including payroll taxes) $ 556,000
Payable to suppliers 1,068,000
Total accounts payable and accrued expenses $ 1,624,000

Continued
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$ 1,886,000
1,682,000
169,000

3,737,000

2,005,000
$ 1,732,000
$ 563,000
1,080,000

$ 1,643,000




HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued

Capital Assets

June 30, 2020 and 2019

A summary of capital assets at June 30, 2020 and 2019 follows:

Balance Balance
June 30, 2019 Additions Retirements  June 30, 2020
Land $ 268,000 $ - $ - $ 268,000
Construction-in-progress - 124,000 - 124,000
Total capital assets not
being depreciated 268,000 124,000 - 392,000
Land improvements 740,000 9,000 - 749,000
Buildings and improvements 10,845,000 43,000 - 10,888,000
Equipment 5,657,000 562,000 - 6,219,000
Total capital assets
being depreciated 17,242,000 614,000 - 17,856,000
Land improvements 731,000 2,000 - 733,000
Buildings and improvements 6,658,000 351,000 - 7,009,000
Equipment 4,577,000 206,000 - 4,783,000
Total accumulated
depreciation 11,966,000 559,000 - 12,525,000
Capital assets being
depreciated, net 5,276,000 55,000 - 5,331,000
Total capital
assets, net $ 5,544,000 $ 179,000 $ - $ 5,723,000
Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Capital Assets, Continued

Balance Balance
June 30, 2018 Additions Retirements June 30, 2019

Land $ 268,000 $ - $ - $ 268,000
Construction-in-progress 4,000 121,000 (125,000) -
Total capital assets not
being depreciated 272,000 121,000 (125,000) 268,000
Land improvements 733,000 7,000 - 740,000
Buildings and improvements 10,555,000 290,000 - 10,845,000
Equipment 4,847,000 810,000 - 5,657,000
Total capital assets
being depreciated 16,135,000 1,107,000 - 17,242,000
Land improvements 730,000 1,000 - 731,000
Buildings and improvements 6,328,000 330,000 - 6,658,000
Equipment 4,394,000 183,000 - 4,577,000
Total accumulated
depreciation 11,452,000 514,000 - 11,966,000
Capital assets being
depreciated, net 4,683,000 593,000 - 5,276,000
Total capital
assets, net $_4,955,000 $_714,000 $(125,000) $ _5,544,000

Depreciation expense for the years ended June 30, 2020 and 2019 amounted to approximately
$559,000 and $514,000, respectively. Accumulated amortization for equipment under capital
lease obligations at June 30, 2020 and 2019 was approximately $156,000 and $129,000,
respectively.

Medicare Accelerated and Advance Payments

The Coronavirus Aid, Relief, and Economic Security Act (CARES Act) expanded the Medicare
Accelerated and Advance Payment (MAAP) program to increase cash flow to healthcare
providers impacted by the COVID-19 pandemic. In April 2020, the Authority received
approximately $3,162,000 in MAAP payments. The MAAP payments must be repaid and
recoupment begins one year after the date of receipt. Medicare will recoup 25% of Medicare
payments owed to the Authority for eleven months. Medicare will then recoup 50% of
Medicare payments owed to the Authority for the succeeding six months. Any outstanding
balance must then be repaid.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued

8. Long-Term Debt

June 30, 2020 and 2019

A schedule of changes in the Authority’s long-term debt for the years ended June 30, 2020
and 2019 follows:

Direct borrowing:
Note payable -
USDA
Note payable -
SBA Disaster
Note payable -
SBA Payroll
Protection
Capital leases:
Mindray
Olympus
Marlin

Total long-term
debt

Direct borrowing:
Note payable -
USDA
Capital leases:
DeMott
Mindray

Total long-term
debt

Amounts
Balance Balance Due Within
June 30, 2019 Additions Reductions June 30, 2020 One Year
$ 10,394,000 $ - $(409,000) $ 9,985,000 $ 426,000
- 150,000 - 150,000 -
- 1,131,000 - 1,131,000 566,000
69,000 - ( 16,000) 53,000 17,000
- 183,000 ( 22,000) 161,000 61,000
- 32,000 (__3,000) 29.000 10,000
$ 10,463,000 $ 1,496,000 $(450,000) $ 11,509,000 $ 1,080,000
Amounts
Balance Balance Due Within
June 30, 2018 Additions Reductions June 30, 2019 One Year
$ 10,787,000 $ - $(393,000) $ 10,394,000 $ 409,000
6,000 - ( 6,000) - -
- 71,000 (__2,000) 69,000 16,000
$ 10,793,000 $ 71,000 $(401,000) $ 10,463,000 $ 425,000
Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Long-Term Debt, Continued

The terms and due dates of the Authority’s long-term debt, including capital lease obligations,
at June 30, 2020 and 2019 follows:

4.125% note payable, USDA loan for construction of new hospital, collateralized by new
building and equipment, due February 2037.

On April 24, 2020, the Authority received loan proceeds in the amount of approximately
$1,131,000 under the Paycheck Protection Program (PPP). The PPP, established as part
of the Coronavirus Aid, Relief, and Economic Security Act (CARES Act), provides for loans
to qualifying businesses for amounts up to 2.5 times of the average monthly payroll
expenses of the qualifying business. The loans and accrued interest are forgivable after
the covered period as long as the borrower uses the loan proceeds for eligible purposes,
including payroll, benefits, rent and utilities, and maintains its payroll levels. The amount of
loan forgiveness will be reduced if the borrower terminates employees or reduces salaries
during the covered period. The unforgiven portion of the PPP loan is payable over two
years at an interest rate of 1 percent, with a deferral of payments for the first ten months
after the covered period. The Authority believes its use of the proceeds is consistent with
the PPP and intends to seek forgiveness. PPP loans greater than $2 million are subject to
review by the Small Business Administration. The Authority will recognize any forgiveness
of the loan at the time the Authority is legally released from the debt. Subsequent to year
end, the Small Business Administration (SBA) approved the forgiveness of the loan.

2.750% SBA Disaster Loan — 30 year note payable with payments deferred one year from
June 2020, due May 2050.

7.500% capital lease, DeMott Tractor Co., due February 2019.
6.350% capital lease, Mindray DS USA, Inc., due April 2023.
0.220% capital lease, Olympus America, Inc., due February 2023.

8.837% capital lease, Medivators, Inc., due March 2023.

Under the terms of the USDA note payable, the Authority is required to maintain certain
deposits in reserve. Such deposits are included with restricted cash and investments in the
balance sheet. All notes payable contain a provision that in an event of default, outstanding
amounts may become immediately due and payable.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Long-Term Debt, Continued

Scheduled principal and interest repayments on long-term debt, including capital lease
payments, are as follows:

Long-Term Debt and
Capital Leases

Year Ending June 30 Principal Interest
2021 $ 1,080,000 $ 425,000
2022 1,105,000 396,000
2023 532,000 372,000
2024 487,000 352,000
2025 507,000 331,000
2026-2030 2,872,000 1,319,000
2031-2035 3,523,000 665,000
2036-2040 1,350,000 57,000
2041-2045 26,000 5,000
2046-2050 27,000 2,000

Total $ 11,509,000 $ 3,924,000

Health Care Reform

There has been increasing pressure on Congress and some state legislatures to control and
reduce the cost of healthcare at the national and the state levels. Legislation has been passed
that includes cost controls on healthcare providers, insurance market reforms, delivery system
reforms and various individual and business mandates among other provisions. The costs of
these provisions are and will be funded in part by reductions in payments by government
programs, including Medicare and Medicaid. There can be no assurance that these changes
will not adversely affect the Authority.

Concentrations of Credit Risk

The Authority grants credit without collateral to its patients, most of whom are local residents
and are insured under third-party payor agreements. See Note 5 for the mix of receivables
from patients and third-party payors at year end.

Malpractice Insurance

The Authority is covered by a claims-made general and professional liability insurance policy
with a $10,000 deductible per incident and excess coverage on a claims-made basis. Liability
limits related to this policy in 2020 and 2019 are $1 million per occurrence and $3 million in
aggregate.

Various claims and assertions may be made against the Authority in its normal course of
providing services. In addition, other claims may be asserted arising from services provided to
patients in the past. In the opinion of management, adequate provision has been made for
losses which may occur from such asserted and unasserted claims that are not covered by
liability insurance.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Retirement Plan

The Authority offers an employee benefit plan created in accordance with Internal Revenue
Code Section 403(b) and is administered by MetLife. The plan is available to all employees
who have completed one year and more than 1,000 hours of service. The Authority matched
contributions of 3% of the employee's salary in 2020 and 2019. Participant’s interest in
amounts contributed by the participant vest immediately. Participant’s interest in amounts
contributed by the Authority vest under the plan at rates of 0% under 2 years of service, 25%
after 2 years of service, 50% after 3 years of service, 75% after 4 years of service, 100% after
5 or more years of service. Forfeited nonvested accounts may be used by the Authority to
reduce the fees associated with the plan. The Authority recognized no forfeitures in pension
expense during 2020 or 2019.

The Authority’s contributions are invested in accordance with the investment elections made
by the participant. The Authority contributed approximately $135,000 and $104,000 for the
years ended June 30, 2020 and 2019, respectively.

Compliance Plan

The healthcare industry has been subjected to increased scrutiny from governmental agencies
at both the federal and state level with respect to compliance with regulations. Areas of
noncompliance identified at the national level include Medicare and Medicaid, Internal
Revenue Service, and other regulations governing the healthcare industry. In addition, the
Reform Legislation includes provisions aimed at reducing fraud, waste, and abuse in the
healthcare industry. These provisions allocate significant additional resources to federal
enforcement agencies and expand the use of private contractors to recover potentially
inappropriate Medicare and Medicaid payments. The Authority has implemented a
compliance plan focusing on such issues. There can be no assurance that the Authority will
not be subjected to future investigations with accompanying monetary damages.

County Support

The Authority receives funds from Clinch County, Georgia primarily for operations of the
Hospital. Funds received for the years ended June 30, 2020 and 2019 were approximately
$1,506,000 and $887,000, respectively. In August 2020, the County Commissioners issued a
resolution to continue to provide the 4 tax mills for calendar year 2020 taxable property
revenues.

Rural Hospital Tax Credit Contributions

The State of Georgia (State) passed legislation which will allow individuals or corporations to
receive a State tax credit for making a contribution to certain qualified rural hospital
organizations during calendar years 2017 through 2024. The Authority submitted the
necessary documentation and was approved by the State to participate in the rural hospital tax
credit program for 2020 and 2019. Contributions received under the program approximated
$174,000 and $481,000 during 2020 and 2019, respectively. The Authority will have to be
approved by the State to participate in the program in each subsequent year. Amounts
received under the program are recorded as unrestricted gifts and bequests in the statements
of revenues, expenses, and changes in net position.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Management Agreement

Effective August 1, 2018, the Authority entered into a Management Services Agreement with
the Hospital Authority of Miller County (Miller). Miller will provide Clinch with management
services in the form of certain business, operational, quality, and other support. The term of
the agreement is for two (2) years and shall automatically renew for one (1) year unless notice
of termination is given. The Authority paid approximately $423,000 in 2020 for management
fees.

Operational Improvement Plan

The Authority began a thorough strategic direction initiative in 2016, prompted by the
Hospital’s declining utilization, financial limitations, and limited leverage as a stand-alone,
independent rural community hospital. Certain outcomes of these plans are unknown due to
the uncertainty in national healthcare reform that is ever changing.

The Authority conducted a complete operational assessment during fiscal year 2016 and has
continued to reassess through 2020. They derived from that assessment a highly detailed
action plan identifying opportunities for improved operational efficiency, cost savings, and
growth in revenue. Due to the effects of the COVID-19 coronavirus, some of the plans have
been further modified or delayed.

The following items below outline action points implemented or under consideration:

(1) In August 2016, the Hospital Authority approached the County Commission requesting
additional funding from the County. After several meetings, the Commissioners voted
to increase the mills payable to the Hospital from 2.6 to 4.0. The additional 1.4 mills
equate to approximately $300,000, annually. Tax monies received are reported as
other operating revenues. The County Commissioners have agreed to provide the 4.0
mills through calendar year 2020. A request must be made annually. See Note 14 for
additional information.

(2) To increase swing-bed volume, the Authority, in August of 2018, partnered with Miller
County in Colquitt, Georgia, to provide care for patients that are in need of long-term
ventilators and or trachs. The goal is to provide care for an average of 10 swing bed
patients per day. The Authority has also increased its ability to admit more swing bed
patients to the Hospital by having a Hospital employed physician. As a result of this
partnership, the Authority is seeing improved operations from the swing bed program.
While the Authority is not quite at the goal of 10 patients per day, they saw an average
of 7.5 patients per day in 2020 as compared to 1.25 patients per day in 2018.

(3) During the 2016 Georgia General Assembly, Senate Bill 258 was passed which will
allow an individual or corporation to receive a state tax credit for making a donation to
certain qualified rural hospital organizations. In 2017, Senate Bill 180 was passed
which enhanced the previously passed Senate Bill 258. The total amount of tax credits
available in the State are $60 million per year through 2024.

Continued
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NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

17. Operational Improvement Plan, Continued

For each calendar year of the credit, no more than $4 million shall be approved for any
individual rural hospital organization. See Note 15 for amounts received during fiscal
years 2019 and 2020.

The Authority has partnered with Georgia Heart and is pursuing donations through the
rural hospital tax credit. The donations received through the credit decreased in 2020,
partially attributable to the COVID-19 pandemic. The Authority continues to seek
donations through education provided on social media, advertising in local newspapers
and by mailing educational boxes to CPA firms in Atlanta and Glynn County. There is
no guarantee for these donations.

The Authority has hired an Internist, Dr. Igor Ancor who started practice in August of
2019, in addition to two other Family Nurse Practitioners. Together, these three
providers will see patients in the newly renovated Clinch Memorial Family Practice and
provide hospitalist services at the hospital.

Management has established new service lines at the hospital that include a Medical
Stabilization program and have partnered with Miller County Hospital to care for
underserved patients on ventilators. The Authority will provide transition care through
the swing-bed program until the patient is placed in a nursing facility. There are plans
to open a geriatric intensive outpatient program, wellness center, and an outpatient
wound care clinic.

Management has hired a consultant that is assisting them in creating a captive health
insurance plan with local industries to generate more business for the hospital in the
forms of chronic care management, Occupational Medicine including DOT physicals
and Workers Compensation Assessments. The Authority is evaluating the benefits of
becoming partially self-funded to assist in reducing costs and generating more
business for the Hospital and practice by giving the employees the option to utilize the
Hospital. Currently, employees who subscribe to the Hospital's insurance plan have to
utilize other lab facilities and pharmacies to obtain in-network benefits.

The Authority terminated a long-standing contract with their previous pharmacy
provider and has hired Pharm D for pharmacy management. They have on behalf of
the Hospital, applied for a retail pharmacy license in hopes to increase revenue
through a meds to the bed program. They have also applied to participate in the 340B
drug program.

The Authority terminated the Physical Therapy contract and has hired a new provider.

Revenue has increased in this department in addition to assisting in growing the swing
bed services by providing occupational therapy.

Continued
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NOTES TO FINANCIAL STATEMENTS, Continued
June 30, 2020 and 2019

Coronavirus (COVID-19)

COVID-19

As a result of the spread of the COVID-19 coronavirus, economic uncertainties have arisen.
The outbreak has put an unprecedented strain on the U.S. healthcare system, disrupted or
delayed production and delivery of materials and products in the supply chain, and caused
staffing shortages. The extent of the impact of COVID-19 on the Authority’s operational and
financial performance will depend on certain developments, including the duration and spread
of the outbreak, remedial actions and stimulus measures adopted by local, state, and federal
governments, and impact on the Authority’s patients, employees, and vendors, all of which are
uncertain and cannot be predicted. At this point, the extent to which COVID-19 may impact
the Authority’s financial position or results of operations in uncertain.

CARES Act Funding

On March 27, 2020, the Coronavirus, Aid, Relief, and Economic Security Act was passed and
on April 24, 2020, the Paycheck Protection Program and Health Care Enhancement Act was
passed (collectively, CARES Act). Certain provisions of the CARES Act provide relief funds to
healthcare providers. The funding is to be used to support healthcare-related expenses or lost
revenue attributable to COVID-19. The U.S. Department of Health and Human Services
(HHS) began distributing funds in April 2020 to eligible providers in an effort to provide relief to
both providers in areas heavily impacted by COVID-19 and those providers who are struggling
to remain open. The Authority has received the following CARES Act funding:

e $30 Billion General Distribution (1st round) — On April 10, 2020, HHS distributed $30 billion
to nearly 320,000 Medicare fee-for-service providers based on their portion of 2019
Medicare fee-for-service payments. The Authority received approximately $446,000 in
funding from this distribution.

e $10 Billion Rural Distribution — On May 6, 2020, HHS distributed $10 billion to almost 4,000
rural health care providers including hospitals, health clinics, and health centers. The
Authority received approximately $3,360,000 in funding from this distribution.

e $4.9 Million Georgia Hospital Association Research and Education Foundation, Inc.
(GHAREF) Grant — The Assistant Secretary of Preparedness and Response (ASPR) of
HHS allocated approximately $350 million to state hospital associations and other entities
to disburse to health care providers on the front lines of the COVID-19 pandemic.
GHAREF received approximately $4.9 million to disburse to hospitals in Georgia. The
Authority received and recognized approximately $5,000 in funding from this grant.

e $4.9 Million Small Rural Hospital Improvement Program (SHIP) Grant — On April 22, 2020,
HHS appropriated approximately $4.9 million to the State of Georgia Department of
Community Health, State Office of Rural Health to disburse to 58 rural hospitals in Georgia
for the purpose of preventing, preparing for, and responding to COVID-19. The Authority
received and recognized approximately $84,000 in funding from this distribution.

Continued
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CARES Act Funding, Continued

The CARES Act also did the following:

e Sequestration — Suspended the Medicare sequestration payment adjustment, which
reduces payments to providers by 2%, for the period May 1, 2020 through March 31, 2021.

e Medicare Add-on for Inpatient Hospital COVID-19 Patients — Increased the Medicare
payment for hospital patients admitted with COVID-19 by 20%.

The CARES Act funding is reported as unearned revenue until all eligibility requirements are
met. Recognized revenue is reported as nonoperating revenues in the statements of revenue,
expenses, and changes in net position.

CARES Act funding may be subject to audits. While the Authority currently believes its use of

the funds is in compliance with applicable terms and conditions, there is a possibility payments
could be recouped based on changes in reporting requirements or audit results.
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FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS



S Draffin Tucker

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Board of Directors
Hospital Authority of Clinch County
Homerville, Georgia

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of the Hospital Authority
of Clinch County (Authority), which comprise the balance sheet as of June 30, 2020, and the related
statements of revenues, expenses and changes in net position, and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated February 19,
2021.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal control.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that have not been identified. However, as described in the accompanying Schedule of Findings
and Responses, we identified certain deficiencies in internal control that we consider to be material
weaknesses and significant deficiencies.

Continued
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A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the Authority’s financial statements will not be prevented, or detected and
corrected on a timely basis. We consider the deficiencies 2020-001 through 2020-003 presented in
the accompanying Schedule of Findings and Responses to be material weaknesses.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. We consider deficiencies 2020-004 through 2020-005 presented in the accompanying
Schedule of Findings and Responses to be significant deficiencies.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect the financial statements. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instance of noncompliance or other matters that are required to
be reported under Government Auditing Standards.

Hospital Authority of Clinch County, Georgia’s Response to Findings

The Hospital Authority of Clinch County, Georgia’s response to the findings identified in our audit are
described in the accompanying Schedule of Findings and Responses. The Authority’s response was
not subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority’s internal control or on compliance. This report is an integral part of an audit performed in

accordance with Government Auditing Standards in considering the Authority’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

lﬂ%wém,w

Albany, Georgia
February 19, 2021
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HOSPITAL AUTHORITY OF CLINCH COUNTY

SCHEDULE OF FINDINGS AND RESPONSES
June 30, 2020

Material Weakness 2020-001

Condition: Estimates for accounts receivable allowances were calculated based
on outdated percentages rather than current collection history with
consideration for aging which resulted in a significant
understatement. In addition, detailed accounts receivable reports
were not ran and maintained for the audit resulting in additional
procedures and difficulty in estimating allowances.

Criteria: Accounts receivable allowances should be based on history and
expectations of reimbursement.

Cause: The allowance methodology currently utilized does not consider
actual reimbursement on existing accounts receivable. Rather, it is
based on total outdated percentages, regardless of expected

collections.
Effect: The Authority’s financial statements could be materially misstated.
Recommendation: It is recommended that allowances be adjusted according to current

reimbursement percentages based on actual collection history to
determine the collectability of the accounts. Also, it is recommended
that detailed accounts receivable reports be maintained for accurate
representation of receivables.

Views of Responsible Subsequent to year end, new accounting personnel was hired.
Officials and Planned Accounting will develop a formal allowance methodology that
Corrective Actions: includes current collection history and consideration for aging to

determine expected accounts receivable collections and adjust the
allowance account accordingly. Monthly accounts receivable reports
will be maintained.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

SCHEDULE OF FINDINGS AND RESPONSES, Continued

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Views of Responsible
Officials and Planned
Corrective Actions:

June 30, 2020

Material Weakness 2020-002

Operating cash, inventory, prepaid assets, payroll deductions,
accrued expenses, as well as other balance sheet accounts were not
reconciled timely to supporting documentation. Existing variances on
completed reconciliations were not investigated and corrected as
necessary.

A process should be in place to ensure all balance sheet accounts
are reconciled completely and on a timely basis allowing adequate
time for review by appropriate personnel.

Internal controls over reconciliation processes are inadequately
designed.

The Authority’s financial statements could be misstated due to
recording errors not detected in a timely manner.

All balance sheet accounts on the general ledger should be
reconciled to the appropriate subsidiary ledgers and/or supporting
documents and all variances investigated on a timely basis. This
control activity will help ensure the accurate reporting of the
Authority’s financial position and operations.

Subsequent to year end, new accounting personnel was hired.

Accounting will put controls in place to ensure all reconciliations are
performed timely and accounts corrected as needed.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

SCHEDULE OF FINDINGS AND RESPONSES, Continued

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Views of Responsible

Officials and Planned
Corrective Actions:

June 30, 2020

Material Weakness 2020-003

Clinch Memorial Family Practice revenue and corresponding
accounts receivable, contractuals and payments were not recorded
on the Authority’s trial balance.

A process should be in place to ensure all subsidiary activity is
recorded on the Authority’s trial balance.

Internal controls over subsidiary recording process are inadequately
designed.

The Authority’s financial statements could be misstated due to
recording errors not detected in a timely manner.

A process should be in place to ensure accurate posting and review
of all subsidiary information to the Authority’s trial balance. This
control activity will help ensure the accurate reporting of the
Authority’s financial position and operations.

Subsequent to year end, new accounting personnel was hired.

Accounting will ensure a process is established so that the proper
reports are ran monthly and recorded on the Authority’s trial balance.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

SCHEDULE OF FINDINGS AND RESPONSES, Continued

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Views of Responsible

Officials and Planned
Corrective Actions:

June 30, 2020

Significant Deficiency 2020-004

Segregation issues were identified related to cash transactions.
Accounting personnel can access funds, post journal entries and
reconcile the bank statements. No review of bank reconciliations was
performed as of June 30, 2020.

To ensure appropriate reporting and physical safeguard of assets,
certain responsibilities such as authorization, recordkeeping, and
custody should be appropriately segregated. In situations where all
three elements cannot be adequately segregated, a robust review
process should be implemented.

Internal controls over the cash process are inadequately designed.

While no specific misstatements were noted due to segregation
issues, the potential for misappropriation exists when appropriate
safeguards are not in place.

To the extent possible, duties should be segregated to serve as a
check and balance on the employee’s integrity and to maintain the
best control system possible. We feel segregation could be improved
if a different employee performed the bank reconciliation. Further, it is
recommended that an additional review process be implemented if
segregation is not possible due to lack of personnel.

Subsequent to year end, new accounting personnel was hired.

Processes will be reviewed and modified to better segregate duties.
If duties cannot be segregated, a review process will be put in place.

Continued
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HOSPITAL AUTHORITY OF CLINCH COUNTY

SCHEDULE OF FINDINGS AND RESPONSES, Continued

Condition:

Criteria:

Cause:

Effect:

Recommendation:

Views of Responsible
Officials and Planned
Corrective Actions:

June 30, 2020

Significant Deficiency 2020-005

Several issues were noted related to central supply, pharmacy, and
lab inventory including unrecorded inventory, due to no inventory
counts being performed at year end. Central Supply did perform the
annual inventory count; however, the related adjustment was not
posted.

On an annual basis, a physical inventory count should be taken of all
inventory in stock. Once the count is complete, appropriate
supervisors should review the count sheets to ensure all extended
calculations are accurate and ensure the proper recording in the
system. The new count should then be communicated to the
accounting department in order for the appropriate journal entry to be
posted to correct the general ledger balance. All inventory,
particularly pharmacy should have safeguards in place to ensure only
the amount ordered is dispensed or removed from storage.

Internal controls over the inventory process are inadequately
designed.

The Authority’s financial statements could be misstated as it relates
to inventory reported on the balance sheet and supply and drug
expense reported on the income statement.

It is recommended that controls are established to ensure that all
inventory is adequately safeguarded and that processes are put into
place to ensure all appropriate inventory is recorded on the general
ledger at the appropriate amounts.

Subsequent to year end, new accounting personnel was hired.
Accounting will ensure a process is established so that inventory
counts are performed timely, reviewed, and recorded appropriately on
the Authority’s trial balance.
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