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INDEPENDENT AUDITOR'S REPORT
Board of Directors
Morgan County Hospital Authority
Madison, Georgia

Report on the Financial Statements
We have audited the accompanying financial statements of the business-type activities and the
discretely presented component unit of Morgan County Hospital Authority (Authority), a component
unit of Morgan County, Georgia, as of and for the years ended June 30, 2018 and 2017, and the
related notes to the financial statements, which collectively comprise the Authority's basic financial
statements as listed in the table of contents.

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 opinions 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 audits to obtain reasonable assurance about whether the financial statements are free
from material misstatement.
Continued
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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 opinions.

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities and the discretely presented component
unit of Morgan County Hospital Authority as of June 30, 2018 and 2017, and the respective changes
in financial position, where applicable, and cash flows thereof for the years then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matter
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
December 12, 2018, 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 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 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.

Atlanta, Georgia
December 12, 2018
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Balance Sheets
June 30, 2018 and 2017
__________
2018
Foundation
Authority
Assets
Current assets:
Cash and cash equivalents
Short-term investments
Patient accounts receivable, net
of estimated uncollectibles of
$2,830,000 in 2018 and
$3,456,000 in 2017
Estimated third-party payor
settlements
Supplies, at lower of cost
(first-in, first-out) or market
Other current assets
Total current assets

$ 1,442,000
-

$ 393,000
-

2017
Authority
Foundation
$ 186,000
-

$ 1,529,000
50,000

1,752,000

-

1,234,000

-

818,000

-

295,000

-

204,000
50,000

-

193,000
95,000

-

4,266,000

393,000

2,003,000

1,579,000

Noncurrent cash and investments:
Held by trustee for debt service
Held by trustee for capital
acquisitions
Restricted by contributors

1,504,000

-

208,000

-

18,019,000
164,000

-

156,000

-

Total noncurrent cash and
investments

19,687,000

-

364,000

-

1,955,000
21,268,000

-

1,955,000
2,211,000

-

1,406,000

-

1,190,000

-

24,629,000

-

5,356,000

-

Other assets:
Notes receivable

15,000

-

26,000

-

Total assets

$ 48,597,000

Capital assets:
Land
Construction-in-progress
Depreciable capital assets, net
of accumulated depreciation
Total capital assets,
net of accumulated
depreciation
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$ 393,000

$ 7,749,000

$ 1,579,000

2018
Authority
Liabilities and Net Position
Current liabilities:
Current maturities of long-term
debt
Accounts payable
Accrued expenses
Estimated third-party payor
settlements

70,000
4,633,000
808,000

Foundation

Foundation

$ 105,000
669,000
523,000

248,000

-

21,000

-

Total current liabilities

5,759,000

-

1,318,000

-

Long-term debt, net of current
maturities

35,253,000

-

7,325,000

-

-

5,251,000

$

-

-

-

393,000

208,000
156,000
816,000

1,579,000

7,585,000

393,000

6,431,000

1,579,000

Total liabilities and net
position
$ 48,597,000
See accompanying notes to financial statements.

$ 393,000

$ 7,749,000

$ 1,579,000

Total net position

1,183,000
164,000
( 1,087,000)

$

Authority

-

Net position:
Net investment in capital assets
Restricted:
For debt service
By contributors
Unrestricted

$

2017
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Statements of Revenues, Expenses and Changes in Net Position
Years Ended June 30, 2018 and 2017
__________
2018
Foundation

Authority
Operating revenues:
Net patient service revenue (net
of provision for bad debts of
$2,443,000 in 2018 and
$2,635,000 in 2017)
Contributions
Other
Total operating revenues

$ 14,916,000
124,000

2017
Foundation

538,000
-

$ 13,774,000
118,000

15,040,000

538,000

13,892,000

568,000

6,559,000
1,540,000

-

6,325,000
1,345,000

-

Operating expenses:
Salaries and wages
Employee benefits
Purchased services and
professional fees
Supplies and drugs
Depreciation and amortization
Contributions to the Authority
Other

$

Authority

$

568,000
-

3,821,000
823,000
234,000
2,521,000

1,707,000
17,000

3,260,000
786,000
165,000
1,997,000

225,000
15,000

Total operating expenses

15,498,000

1,724,000

13,878,000

240,000

Operating income (loss)

(

14,000

328,000

458,000)

Continued
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(1,186,000)

MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Statements of Revenues, Expenses and Changes in Net Position, Continued
Years Ended June 30, 2018 and 2017
__________
2018
Foundation
Authority
Nonoperating revenues (expenses):
County contributions
Rural hospital tax credit
contributions
Investment income
Interest expense
Debt issuance costs

$

833,000

$

-

379,000
19,000
( 37,000)
(1,297,000)

-

Total nonoperating
revenues (expenses)

( 103,000)

-

Excess revenues
(expenses)

( 561,000)

Capital contribution of land for
new facility
Capital contributions from
Foundation for new facility
Net additions (reductions) to assets
restricted by contributors

(1,186,000)

-

2017
Authority
Foundation
$

620,000

$

-

(
(

117,000
4,000
6,000)
151,000)

-

584,000

-

598,000

328,000

-

1,950,000

-

1,707,000

-

225,000

-

8,000

-

12,000

-

Change in net position

1,154,000

(1,186,000)

2,785,000

328,000

Net position, beginning of year

6,431,000

1,579,000

3,646,000

1,251,000

393,000

$ 6,431,000

$ 1,579,000

Net position, end of year

$ 7,585,000

See accompanying notes to financial statements.
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Statements of Cash Flows
Years Ended June 30, 2018 and 2017
__________
2018

2017

$ 14,102,000
( 7,077,000)
( 8,132,000)
124,000

$ 13,320,000
( 6,021,000)
( 7,682,000)
118,000

Authority
Cash flows from operating activities:
Receipts from and on behalf of patients
Payments to suppliers and contractors
Payments to employees
Other receipts
Net cash used by operating activities

(

Cash flows from noncapital financing activities:
County contributions
Rural hospital tax credit contributions
Net cash provided by noncapital financing activities

983,000)

265,000)

833,000
379,000

620,000
117,000

1,212,000

737,000

Cash flows from capital and related financing activities:
Capital contributions from Foundation for new facility
Proceeds from issuance of long-term debt
Principal paid on long-term debt
Interest paid on long-term debt
Debt issuance costs
Purchase of capital assets

1,707,000
35,000,000
( 169,000)
( 443,000)
( 1,297,000)
(14,475,000)

Net cash provided (used) by capital and
related financing activities

20,323,000

Cash flows from investing activities:
Investment income
Sale of investments

(

(
(
(
(
(

225,000
100,000)
6,000)
151,000)
369,000)
401,000)

19,000
7,000)

4,000
14,000

Net cash provided by investing activities

12,000

18,000

Net increase in cash and cash equivalents

20,564,000

89,000

408,000

319,000

(

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$ 20,972,000
Continued
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Statements of Cash Flows, Continued
Years Ended June 30, 2018 and 2017
__________
2017

2018
Authority, Continued
Reconciliation of cash and cash equivalents to the
balance sheets:
Cash and cash equivalents
Noncurrent cash and cash equivalents:
Held by trustee for debt service
Held by trustee for capital acquisitions
Restricted by contributors
Total cash and cash equivalents
Reconciliation of operating income (loss) to net cash used by
operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash used by operating activities:
Depreciation and amortization
Provision for bad debts
Changes in:
Patient accounts receivable
Estimated third-party payor settlements
Supplies
Other current assets
Notes receivable
Accounts payable
Accrued expenses
Net cash used by operating activities

$ 1,442,000
1,504,000
18,019,000
7,000

See accompanying notes to financial statements.
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186,000
208,000
14,000

$ 20,972,000

$

408,000

$(

$

14,000

458,000)
234,000
2,443,000

165,000
2,635,000

( 2,961,000)
( 296,000)
(
11,000)
45,000
11,000
46,000
36,000)
(

(2,929,000)
( 160,000)
27,000
( 13,000)
15,000
5,000)
(
( 14,000)

$(

Noncash capital financing activities:
Capital assets acquired through accounts payable
Capital assets acquired through capital lease
Capital assets acquired through contributions

$

983,000)

$ 3,923,000
$ 387,000
$
-

$( 265,000)

$
5,000
$
$ 1,950,000

MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Notes To Financial Statements
June 30, 2018 and 2017
__________
1.

Description of Reporting Entity and Summary of Significant Accounting Policies

Reporting entity. The Morgan County Hospital Authority (Authority) is a public body
corporate and politic organized under the Hospital Authorities Law of the State of Georgia. The
Authority was established by the Board of County Commissioners of Morgan County, Georgia
(County) to operate, control, and manage all matters concerning the County’s health care functions.
The Authority is governed by a nine-member board of trustees appointed by the County. The
County has guaranteed debt of the Authority and the County provides an annual contribution to the
Authority. For these reasons, the Authority is considered to be a component unit of the County.
The Authority owns Morgan Memorial Hospital, which operates a twenty-five (25) bed acute
care hospital.
Morgan Memorial Healthcare Foundation (Foundation) operates exclusively to promote the
welfare of Morgan Memorial Hospital and its patients. The Foundation solicits contributions for the
Authority and, in the absence of donor restrictions, the Foundation’s board of directors have
discretionary control over the amounts to be distributed. The Foundation is reported on a basis
consistent with the Authority’s fiscal year and is discretely presented.
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 disclosures 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.
Continued
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Notes To Financial Statements
June 30, 2018 and 2017
__________
1.

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

Short-term investments. Short-term investments consist of certificates-of-deposit with a
maturity of one year.
Allowance for estimated uncollectibles. The Authority provides an allowance for estimated
uncollectibles based on the evaluation of the overall collectibility of the accounts receivable. As
accounts are known to be uncollectible, the accounts are charged against the allowance.
Noncurrent cash and investments. Noncurrent cash and investments include assets held by
trustee as required by revenue bond indentures and assets that are restricted for a particular purpose
as specified by contributors.
Investments in debt and equity securities. Investments in debt and equity securities are
reported at fair value. Interest, dividends, and gains and losses, both realized and unrealized, on
investments in debt and equity securities are included in nonoperating revenue when earned.
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
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:


Level 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.



Level 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.



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

Continued
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Notes To Financial Statements
June 30, 2018 and 2017
__________
1.

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

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. All capital assets
other than land are depreciated or amortized (in the case of capital leases) using the straight-line
method of depreciation using these asset lives:
Land improvements
Buildings and building improvements
Equipment, computers and furniture

15 To 20 Years
20 To 40 Years
3 To 10 Years

The Authority evaluates capital assets regularly for impairment under the provisions of GASB
Statement No. 42, Accounting and Financial Reporting for Impairment of Capital Assets and for
Insurance Recoveries. If circumstances suggest that assets may be impaired, an assessment of
recoverability is performed prior to any write-down of assets. An impairment charge is recorded on
those assets for which the estimated fair value is below its carrying value. The Authority has not
recorded any impairment charges during 2018 or 2017.
Costs of borrowing. Interest cost on borrowed funds, less any interest earned on the
investment of the borrowed funds, during the period of construction of capital assets is capitalized as
a component of the cost of acquiring those assets. Interest expense capitalized was approximately
$727,000 and $-0- during 2018 and 2017, respectively. Interest income capitalized was
approximately $162,000 and $-0- during 2018 and 2017, respectively.
Costs incurred in connection with the issuance of bonds and notes are expensed in the period
incurred.
Compensated absences. The Authority’s employees earn paid time off (PTO) at varying rates
depending on years of service. Employees who voluntarily terminate their job may request full payment
of their PTO. Employees may also convert PTO to cash under certain conditions. Generally, these
employees will be paid 100% of PTO converted, with a minimum of 60 hours to be maintained in the
PTO bank. A maximum of 60 hours may be cashed out at one time, with two cash out opportunities per
year, once in May and once in November. Only a maximum of 270 hours may be maintained in an
employee’s PTO bank. Hours above maximum will be lost, unless cashed out during the May and or
November cash out periods. The accrued PTO is reported as a current liability in 2018 and 2017.
The Authority’s employees also earn extended illness bank (EIB) time to be used for absences
lasting three days or longer due to illness or injury. Full time employees accrue EIB at the rate of six
days per year and may accumulate a maximum of 65 days. Accrued EIB time is not subject to cash
conversion and is not paid to employees upon termination. Therefore, no liability is recorded for
accrued EIB.
Continued
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Notes To Financial Statements
June 30, 2018 and 2017
__________
1.

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

Net position. Net position is classified into components. Net investment in capital assets consists
of capital assets, net of accumulated depreciation, reduced by the outstanding balances of any borrowings
that are attributable to the acquisition, construction, or improvement of those assets. The restricted
component of net position consists of restricted assets reduced by liabilities related to those assets. The
unrestricted component of net position is the amount of assets and liabilities that is not included in the
determination of net investment in capital assets or the restricted component of net position.
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.
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 revenue.
Grants and contributions. From time to time, the Authority and the Foundation receive grants
from the 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.
Continued
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Notes To Financial Statements
June 30, 2018 and 2017
__________
1.

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; medical malpractice; and employee health, dental and accident
benefits. Commercial insurance coverage is purchased for claims arising from such matters. Settled
claims have not exceeded this commercial coverage in any of the three preceding years. The
Authority is self-insured for employee health insurance as discussed in Note 9.
Income taxes. The Authority is a governmental entity and is recognized as tax-exempt under
the Internal Revenue Code.
The Foundation is a not-for-profit corporation and has been recognized as tax-exempt
pursuant to Section 501(c)(3) of the Internal Revenue Code. No provision for income taxes has been
included in the accompanying financial statements. Further, should any penalties and interest be
incurred, they would be recognized as operating expenses.
Recently adopted accounting pronouncements. In 2018, the Authority adopted Statement No.
85, Omnibus 2017 (GASB 85). GASB 85 addresses a variety of topics including issues related to
blending component units, goodwill, fair value measurement and application, and pensions and other
postemployment benefits. The adoption of GASB 85 had no material impact on the financial
statements of the Authority.
In 2018, the Authority adopted Statement No. 86, Certain Debt Extinguishment Issues (GASB
86). GASB 86 establishes standards of accounting and financial reporting, including additional
disclosure requirements, for in-substance defeasance transactions in which cash and other monetary
assets acquired with only existing resources (resources other than the proceeds of refunding debt) are
placed in an irrevocable trust for the purpose of extinguishing debt. GASB 86 also amends accounting
and financial reporting requirements for prepaid insurance associated with debt that is extinguished.
The adoption of GASB 86 had no material impact on the financial statements of the Authority.
Recently issued accounting pronouncements. In November 2016, the GASB issued Statement
No. 83, Certain Asset Retirement Obligations (GASB 83). GASB 83 addresses accounting and
financial reporting for certain asset retirement obligations (AROs). An ARO is a legally enforceable
liability associated with the retirement of a tangible capital asset. A government that has legal
obligations to perform future asset retirement activities related to its tangible capital assets should
recognize a liability and a corresponding deferred outflow of resources based on the guidance in this
Statement. GASB 83 is effective for fiscal years beginning after June 15, 2018. The Authority is
currently evaluating the impact GASB 83 will have on its financial statements.
Continued
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Notes To Financial Statements
June 30, 2018 and 2017
__________
1.

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

Recently issued accounting pronouncements, continued. In January 2017, the GASB issued
Statement No. 84, Fiduciary Activities (GASB 84). GASB 84 establishes criteria for identifying
fiduciary activities of all state and local governments. An activity meeting the criteria should be
reported in a fiduciary fund in the financial statements. Governments with activities meeting the
criteria should present a statement of fiduciary net position and a statement of changes in fiduciary
net position. GASB 84 is effective for fiscal years beginning after December 15, 2018. The
Authority is currently evaluating the impact GASB 84 will have on its financial statements.
In June 2017, the GASB issued Statement No. 87, Leases (GASB 87). GASB 87 establishes
standards of accounting and financial reporting by lessees and lessors. GASB 87 will require a lessee
to recognize a lease liability and an intangible right-to-use lease asset at the commencement of the lease
term, with certain exceptions, and will require a lessor to recognize a lease receivable and a deferred
inflow of resources of the commencement of the lease term, with certain exceptions. GASB 87 is
effective for fiscal years beginning after December 15, 2019. The Authority is currently evaluating the
impact GASB 87 will have on its financial statements.
In March 2018, the GASB issued Statement No. 88, Certain Disclosures Related to Debt,
including Direct Borrowings and Direct Placements (GASB 88). GASB 88 clarifies which liabilities
should be included when disclosing information related to debt, requires additional essential
information related to debt be disclosed, and requires that existing and additional information be
provided for direct borrowings and direct placements of debt separately from other debt. GASB 88 is
effective for fiscal years beginning after June 15, 2018. The Authority is currently evaluating the
impact GASB 88 will have on its financial statements.
In June 2018, the GASB issued Statement No. 89, Accounting for Interest Cost Incurred
Before the End of a Construction Period (GASB 89). GASB 89 requires that interest cost incurred
before the end of a construction period be recognized as an expense in the period in which the cost is
incurred. GASB 89 is effective for fiscal years beginning after December 15, 2019. The Authority
is currently evaluating the impact GASB 89 will have on its financial statements.
In August 2018, the GASB issued Statement No. 90, Majority Equity Interests – An
Amendment of GASB Statements No. 14 and No. 61 (GASB 90). GASB 90 defines majority equity
interest and specifies that a majority equity interest in a legally separate entity should be reported as
an investment and measured using the equity method, if the government’s holding of the equity
interest meets the definition of an investment. All other holdings of a majority equity interest in a
legally separate entity should be reported as a component unit. GASB 90 is effective for fiscal years
beginning after December 15, 2018. The Authority is currently evaluating the impact GASB 90 will
have on its financial statements.
Continued
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MORGAN COUNTY HOSPITAL AUTHORITY
(A Component Unit of Morgan County, Georgia)
Notes To Financial Statements
June 30, 2018 and 2017
__________
2.

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


Medicare. On December 20, 1999, the Authority was granted Critical Access Hospital
designation by the Medicare program. Inpatient and outpatient services rendered to
Medicare program beneficiaries are paid based on 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 Medicare Administrative
Contractor (MAC). Long-term care services rendered to Medicare program beneficiaries
are paid at prospectively determined rates. The rates vary according to a patient
classification system. 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, 2015. Revenue from the
Medicare program accounted for approximately 72% and 70% of the Authority’s net
patient service revenue for the years ended June 30, 2018 and 2017, respectively.



Medicaid. Inpatient services rendered to Medicaid program beneficiaries are paid at
prospectively determined rates. Outpatient services are generally paid based on 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, 2015. Revenue from
the Medicaid program accounted for approximately 9% and 9% of the Authority’s net
patient service revenue for the years ended June 30, 2018 and 2017, respectively.
The Authority has also entered into contracts with certain care management organizations
(CMO’s) to receive reimbursement for providing services to selected enrolled Medicaid
beneficiaries. Payment arrangements with these CMO’s consist primarily of
prospectively determined rates per discharge and discounts from established charges.
The Authority participates in the Medicaid Upper Payment Limit (UPL) program. 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 $39,000 and $29,000 for the years ended June 30, 2018 and 2017,
respectively.
Continued
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2.

Net Patient Service Revenue, Continued


Medicaid, continued. The Authority participates in the 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 net
amount of ICTF payments recognized in net patient service revenues was approximately
$608,000 and $492,000 for the years ended June 30, 2018 and 2017, respectively.

The Authority also has entered into payment agreements with certain commercial insurance
carriers, health maintenance organizations, and preferred provider organizations. The basis for
payment to the Authority under these agreements includes prospectively determined rates per
discharge, discounts from established charges, and prospectively determined daily rates.
3.

Charity Care

Charges excluded from revenue under the Authority’s charity care policy were approximately
$35,000 in 2018 and $43,000 in 2017.
4.

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.
State law requires collateralization of all deposits with federal depository insurance and other
acceptable collateral in specific amounts. As of June 30, 2018 and 2017, the Authority’s deposits
were entirely insured or collateralized.
Custodial credit risk – investments. For an investment, this is the risk that in the event of the
failure of the counterparty, the Authority will not be able to recover the value of its investment or
collateral securities that are in the possession of an outside party. The Authority’s investments are
held in the Authority’s name by a custodial bank that is the agent of the Authority.
The carrying amounts of deposits and investments are included in the Authority’s balance
sheets as follows:
2017
2018
Deposits
Investments
Total
Continued
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4.

Deposits and Investments, Continued
Included in the following balance sheet captions:
Cash and cash equivalents
Held by trustee for debt service
Held by trustee for capital acquisitions
Restricted by contributors
Total

2018

2017

$ 1,442,000
1,504,000
18,019,000
164,000

$ 186,000
208,000
156,000

$ 21,129,000

$ 550,000

The Authority’s investments were comprised of the following at June 30, 2018 and 2017:
2018
Held by trustee for debt service:
Money market fund

$

Restricted by contributors:
Money market fund
Alternative equity
Equity income mutual fund
International equity
International mutual fund
Large cap equity
Mid–cap equity
Mid–cap mutual fund
Small cap equity
Small cap mutual fund
Intermediate-term domestic fixed
income bond fund
Short-term domestic fixed income
bond fund
High yield fixed income bond fund

Total

-

17

$ 208,000

7,000
8,000
10,000
13,000
13,000
40,000
3,000
2,000
2,000
2,000

14,000
7,000
9,000
9,000
9,000
44,000
2,000
2,000
2,000
2,000

44,000

35,000

5,000
12,000

4,000
14,000

161,000

153,000

$ 161,000

$ 361,000

The fair value of all investments are measured using Level 1 inputs.
Continued
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4.

Deposits and Investments, Continued

Interest rate risk. The Authority does not have a formal policy that limits investment
maturities as a means of managing its exposure to fair value losses arising from changing interest
rates.
The Authority’s held by trustee for debt service funds are invested in a money market fund
with a weighted average maturity of 26 days at June 30, 2017. Certain funds of the Authority’s
restricted by contributor’s funds are invested in a money market fund with a weighted average
maturity of 23 days and 34 days at June 30, 2018 and 2017, respectively.
Credit risk. The Authority places no limit on the amount it may invest in any one issuer.
5.

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, 2018 and 2017 consisted of these amounts:
Patient accounts receivable:
Receivable from patients and their
insurance carriers
Receivable from Medicare
Receivable from Medicaid

2018

2017

$ 2,987,000
1,508,000
87,000

$ 3,526,000
947,000
217,000

4,582,000

4,690,000

2,830,000

3,456,000

$ 1,752,000

$ 1,234,000

$

$

Total patient accounts receivable
Less allowance for uncollectible
amounts
Patient accounts receivable, net
Accounts payable and accrued expenses:
Payable to employees (including
payroll taxes)
Payable to suppliers
Payable for capital assets
Payable to lenders (interest)
Total accounts payable and
accrued expenses
Continued
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6.

Capital Assets

Capital asset additions, retirements, transfers, and balances for the years ended June 30, 2018
and 2017 are as follows:
Balance
June 30, 2017
Capital assets, not being
depreciated:
Land
Construction-in-progress

$ 1,955,000
2,211,000

Total capital assets, not
being depreciated

Retirements

Transfers

19,057,000

$

$

-

$ 1,955,000
21,268,000

-

-

23,223,000

-

-

-

61,000

3,681,000
5,739,000

450,000

(331,000)

-

3,681,000
5,858,000

9,481,000

450,000

(331,000)

-

9,600,000

-

-

-

(

4,166,000

Capital assets, being
depreciated:
Land improvements
Buildings and
improvements
Equipment

19,057,000

61,000

Total capital assets,
being depreciated
Less accumulated
depreciation for:
Land improvements
Buildings and
improvements
Equipment

$

Additions

(

61,000)

-

Balance
June 30, 2018

61,000)

(3,062,000)
(5,168,000)

(
(

53,000)
181,000)

331,000

-

( 3,115,000)
( 5,018,000)

Total accumulated
depreciation

(8,291,000)

(

234,000)

331,000

-

( 8,194,000)

Total capital
assets, being
depreciated, net

1,190,000

216,000

-

-

1,406,000

Capital assets, net

$ 5,356,000

$ 19,273,000

-

$ 24,629,000

Continued
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6.

Capital Assets, Continued
Balance
June 30, 2016

Capital assets, not being
depreciated:
Land
Construction-in-progress

$

Total capital assets, not
being depreciated

$ 1,950,000 $
158,000

(

-

4,166,000

-

-

-

61,000

3,681,000
5,727,000

12,000

-

-

3,681,000
5,739,000

9,469,000

12,000

-

-

9,481,000

-

-

-

(

61,000)

$

Balance
June 30, 2017

-

2,108,000

-

Transfers

$ 1,955,000
2,211,000

61,000

Total capital assets,
being depreciated

Retirements

-

2,058,000

Capital assets, being
depreciated:
Land improvements
Buildings and
improvements
Equipment

Less accumulated
depreciation for:
Land improvements
Buildings and
improvements
Equipment

5,000
2,053,000

Additions

61,000)

(3,007,000)
(5,058,000)

( 55,000)
( 110,000)

-

-

(3,062,000)
(5,168,000)

Total accumulated
depreciation

(8,126,000)

( 165,000)

-

-

(8,291,000)

Total capital
assets, being
depreciated, net

1,343,000

( 153,000)

-

-

1,190,000

Capital assets, net

$ 3,401,000

-

$ 5,356,000

$ 1,955,000 $

-

$

See Note 15 regarding construction-in-progress related to building a replacement hospital
facility.
Continued
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7.

Notes Receivable

Notes receivable consist of a loan to a physician to finance equipment. The loan bears interest
at 6% and is being repaid over seventy-eight (78) months beginning June 1, 2011. The loan was paid
off during 2018.
Notes receivable also consist of advances to a physician under an employment agreement.
The advances are for a sign-on bonus and liability insurance tail coverage. The advances are
forgiven over a forty-eight (48) month period in which the physician works for the Authority. If the
physician leaves Authority employment before the end of the 48-month period, the physician would
owe the Authority a pro-rata portion of the advances. Amounts forgiven and charged to expense
were approximately $9,000 in both 2018 and 2017.
8.

Long-Term Debt
A schedule of changes in the Authority’s long-term debt for 2018 and 2017 follows:

Additions

Reductions

Balance
June 30, 2018

105,000
-

$ 35,000,000
387,000

$
(105,000)
( 64,000)

$ 35,000,000
323,000

$

$ 105,000

$ 35,387,000

$(169,000)

$ 35,323,000

$ 70,000

Reductions

Balance
June 30, 2017

Amounts
Due Within
One Year

$(100,000)

$

$ 105,000

Balance
June 30, 2017
2017 Bonds
1997 Bonds
Capital lease
Total

$

Balance
June 30, 2016
1997 Bonds

Amounts
Due Within
One Year

$ 205,000

Additions
$

-

Continued
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8.

Long-Term Debt, Continued

The terms and due dates of the Authority’s long-term debt, including capital lease
obligations, at June 30, 2018 and 2017, follow:


Revenue Anticipation Certificates, Series 2017 (2017 Bonds) – Interest at 2.75%, interest
payable bi-annually and principal maturing on September 1, 2019, secured by proceeds to
be received from a USDA loan, a lien on mortgaged property, a lien on all revenues, a
debt service reserve fund, and an intergovernmental agreement with Morgan County.



1997 Series Revenue Certificates (1997 Bonds) – Interest from 3.85% to 5.35%, principal
maturing in varying annual amounts, due July 2017, secured by County commitment to
provide revenues, through tax levy, sufficient to meet obligations under the bond contract
and to pay all reasonable operating expenses of the Authority. No amounts have been
paid by the County pursuant to this guarantee. The original proceeds of $1,385,000 were
used to build a 21-bed skilled nursing unit.



Capital Lease – imputed interest at 8.03% collateralized by leased equipment with a cost
of $387,000 and accumulated amortization of $77,000 at June 30, 2018.

On September 29, 2017, the Authority issued $35,000,000 Revenue Anticipation Certificates,
Series 2017. Proceeds from the 2017 Bonds will finance the construction and equipping of a
replacement facility. The 2017 Bonds will be payable from the proceeds of a loan through the
United States Department of Agriculture’s Community Facilities Direct Loan Program (USDA Loan)
once the replacement facility is completed. The USDA Loan is expected to have an interest rate not
to exceed 2.375% and have a term of 25 years. Under the terms of the 2017 Bonds and the USDA
Loan, the Authority must maintain a debt service coverage ratio of not less than 1.10.
Under the terms of the 1997 Bonds and the 2017 Bonds, the Authority is required to maintain
certain deposits with a trustee. Such deposits are included in the balance sheet as held by trustee.

Continued
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8.

Long-Term Debt, Continued

Scheduled principal and interest repayments on long-term debt and payments on capital lease
obligations are as follows:
Year Ending June 30
2019
2020
2021
2022
2023
2024-2028
2029-2033
2034-2038
2039-2043
2044-2045
Total
9.

$

Long-Term Debt
Principal
Interest

Capital Lease Obligation
Principal
Interest

825,000
1,055,000
1,080,000
1,106,000
5,943,000
6,691,000
7,534,000
8,483,000
2,283,000

963,000
1,098,000
800,000
775,000
749,000
3,333,000
2,585,000
1,742,000
793,000
36,000

$ 70,000
83,000
90,000
80,000
-

$ 22,000
17,000
10,000
3,000
-

$ 12,874,000

$ 323,000

$ 52,000

$ 35,000,000

$

Insurance Arrangements

General and professional liability insurance. The Authority has claims-made insurance
coverage for professional liability and occurrence insurance coverage for general liability. The
insurance policies have limits of $1,000,000 per claim and $3,000,000 annual aggregate. The
policies have a per event deductible of $5,000.
Self-insured health plan. The Authority is self-insured for employee health insurance. The
Authority maintains reinsurance through a commercial excess coverage policy, which will reimburse
the Authority for individual claims in excess of $60,000 annually. The Authority incurred expenses
related to the plan of approximately $928,000 and $740,000 for the years ended June 30, 2018 and
2017, respectively. Estimated accruals for claims incurred, but not reported of $60,000 and
$102,000 at June 30, 2018 and 2017, respectively, have been recorded. Additionally, certain claims
incurred during the year met the requirement to be reimbursed through the Authority’s excess
coverage policy. Amounts due from the policy were approximately $5,000 and $48,000 at
June 30, 2018 and 2017, respectively and are reported in other current assets on the balance sheet.
Continued
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10.

Retirement Plan

The Morgan County Hospital Authority 401(a) Plan (Plan) is a defined contribution plan
established and administered by the Authority to provide benefits at retirement to substantially all
employees of the Authority. Plan provisions and contribution requirements are established and may
be amended by the Authority’s Board of Trustees.
Employees may make voluntary contributions to the Plan. Employee voluntary contributions
to the plan during 2018 and 2017 were $231,000 and $196,000, respectively. The Authority
matches 50% of employee contributions up to a maximum of 2% of the employee’s annual
compensation. The Authority’s matching contributions during 2018 and 2017 were $72,000 and
$70,000, respectively. The Authority had no liability outstanding related to the Plan at June 30,
2018 or 2017.
Employees are vested immediately in their contributions. Vesting in the Authority’s
contribution portion of their accounts is based on years of continuous services on a 5-year cliff.
Forfeited nonvested accounts may be used to pay Plan expenses. The Authority recognized no
forfeitures in pension expense during 2018 or 2017.
11.

County Contributions

On July 5, 2001, the Authority and the County entered into an agreement whereby the
County would make annual contributions to the Authority for ten (10) years. During 2012, the
agreement between the Authority and the County expired and was not renewed. However, the
County continued to give funding to the Authority. Contributions provided were approximately
$620,000 in 2017.
In December 2015, the Authority and the County entered into an Intergovernmental
Agreement (IGA). Under the IGA, the County shall provide the Authority $1,000,000 annually for
a term not to exceed 25 years and not to exceed $25,000,000. Payments under the IGA became
effective September 29, 2017. The Authority received payments of approximately $833,000 under
the IGA in 2018.
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12.

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 2021. The Authority submitted the necessary documentation and
was approved by the State to participate in the rural hospital tax credit program for calendar years
2017 and 2018. Contributions received under the program approximated $379,000 and $117,000
during the Authority’s fiscal years 2018 and 2017, respectively. The Authority will have to be
approved by the State to participate in the program in calendar years 2019 through 2021.
13.

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. The mix of receivables from patients and thirdparty payors at June 30, 2018 and 2017, was as follows:
2018
Medicare
Medicaid
Blue Cross
Other third-party payors
Patients
Total
14.

2017

74%
4%
5%
12%
5%

65%
14%
2%
19%
- %

100%

100%

Contingencies

Litigation and regulatory investigations. The Authority is subject to litigation and regulatory
investigations arising in the course of business. After consultation with legal counsel, management
estimates that such matters would not have a material adverse effect on the Authority’s financial
position or results from operations.
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. Federal
legislation has been passed that included cost controls on healthcare providers, insurance market
reforms, delivery system reforms and various individual and business mandates among other
provisions. The costs of certain provisions 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.
Continued
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15.

Replacement Hospital Project

In September 2017, the Authority began construction of a replacement hospital facility. The
construction and equipping of the replacement facility is estimated to be $37,254,000. The Authority
has entered into a construction contract of approximately $24,852,000. At June 30, 2018, the
remaining commitment on this contract approximated $8,095,000.
To finance the replacement facility, the Authority issued the 2017 Bonds in the aggregate
principal amount of $35,000,000. The 2017 Bonds will be payable from the proceeds of a loan
through the United States Department of Agriculture’s Community Facilities Direct Loan Program
(USDA Loan) once the replacement facility is completed. The USDA Loan is expected to have an
interest rate not to exceed 2.375% and have a term of 25 years. The Authority incurred debt issuance
costs of approximately $1,297,000 and $151,000 during 2018 and 2017, respectively.
To supplement the financing of the replacement facility, the Authority entered into an IGA with
the County in December 2015. The IGA states that upon lender granting the Authority the loan, the
County shall make annual aggregate payments to the Authority of $1,000,000. The County’s
obligation shall not exceed a term of 25 years, as measured from the date it makes the first payment,
and shall not exceed $25,000,000. Payments under the IGA became effective September 29, 2017.
16.

Fair Values of Financial Instruments

The following methods and assumptions were used by the Authority in estimating the fair value
of its financial instruments:


Cash and cash equivalents, accounts payable, accrued expenses and estimated
third-party payor settlements: The carrying amount reported in the balance
sheet approximates its fair value due to the short-term nature of these
instruments.



Short-term investments: These assets consist of certificates of deposit. The
carrying amount reported in the balance sheet approximates fair value.



Noncurrent cash and investments: These assets consist primarily of money
market funds and mutual funds. Fair value is based on quoted market prices, if
available, or estimated using quoted market prices for similar securities. See
Note 4 for fair value measurement disclosures.



Long-term debt: Fair value is estimated based on quoted market value for
same or similar debt instruments. The carrying amount reported in the balance
sheet approximates fair value.
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