
 

 

 
 
 
Board of Directors and Management 

Maverick County Hospital District 

Eagle Pass, Texas 

 

 

As part of our audit of the financial statements of Maverick County Hospital District (District) as 

of and for the year ended August 31, 2017, we wish to communicate the following to you. 

 

AUDIT SCOPE AND RESULTS 

 

Auditor’s Responsibility Under Auditing Standards Generally Accepted in the United 

States of America 

An audit performed in accordance with auditing standards generally accepted in the United 

States of America is designed to obtain reasonable, rather than absolute, assurance about the 

financial statements.  In performing auditing procedures, we establish scopes of audit tests in 

relation to the financial statements taken as a whole.  Our engagement does not include a detailed 

audit of every transaction.  Our engagement letter more specifically describes our 

responsibilities. 

 

These standards require communication of significant matters related to the financial statement 

audit that are relevant to the responsibilities of those charged with governance in overseeing the 

financial reporting process.  Such matters are communicated in the remainder of this letter or 

have previously been communicated during other phases of the audit.  The standards do not 

require the auditor to design procedures for the purpose of identifying other matters to be 

communicated with those charged with governance. 

 

An audit of the financial statements does not relieve management or those charged with 

governance of their responsibilities.  Our engagement letter more specifically describes your 

responsibilities. 

 

Qualitative Aspects of Significant Accounting Policies and Practices 

 

Significant Accounting Policies 

 

The District’s significant accounting policies are described in Note 1 of the audited financial 

statements. 

 

Alternative Accounting Treatments 

 

No matters are reportable. 
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Management Judgments and Accounting Estimates 

 

Accounting estimates are an integral part of financial statement preparation by management, 

based on its judgments.  The following areas involve significant estimates for which we are 

prepared to discuss management’s estimation process and our procedures for testing the 

reasonableness of those estimates: 

 

• Valuation of patient accounts receivable 

• Value of property taxes receivable and tax revenue 

• Net pension asset 

 

Financial Statement Disclosures 

 

The following areas involve particularly sensitive financial statement disclosures for which we 

are prepared to discuss the issues involved and related judgments made in formulating those 

disclosures: 

 

• Indigent care 

• Defined benefit pension plan 

 

Audit Adjustments 

 

During the course of any audit, an auditor may propose adjustments to financial statement 

amounts.  Management evaluates our proposals and records those adjustments which, in its 

judgment, are required to prevent the financial statements from being materially misstated.  

Some adjustments proposed were not recorded because their aggregate effect is not currently 

material; however, they involve areas in which adjustments in the future could be material, 

individually or in the aggregate.   

 

Areas in which adjustments were proposed include: 

 

Proposed Audit Adjustments Recorded 

• Net pension asset, deferred inflows of resources and deferred outflows of resources 

• Patient accounts receivable 

 

Proposed Audit Adjustments Not Recorded 

• Attached is a summary of uncorrected misstatements we aggregated during the current 

engagement and pertaining to the latest period presented that were determined by 

management to be immaterial, both individually and in the aggregate, to the financial 

statements as a whole. 

 

Auditor’s Judgments About the Quality of the Entity’s Accounting Principles 

 

No matters are reportable. 
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Other Material Communications 

 

Listed below are other material communications between management and us related to the 

audit: 

 

• Management representation letter (attached) 

• We observed matters that we consider to be deficiencies that we communicated to 

management orally. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

 

In planning and performing our audit of the financial statements of the District as of and for the 

year ended August 31, 2017, in accordance with auditing standards generally accepted in the 

United States of America, we considered the District’s internal control over financial reporting 

(internal control) as a basis for designing our auditing procedures 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 District’s internal control.  Accordingly, we do not express an opinion on the 

effectiveness of the District’s internal control. 

 

Our consideration of internal control was for the limited purpose described in the preceding 

paragraph and was not designed to identify all deficiencies in internal control that might be 

significant deficiencies or material weaknesses and, therefore, there can be no assurance that all 

deficiencies, significant deficiencies or material weaknesses have been identified.  However, as 

discussed below, we identified a certain deficiency in internal control that we consider to be a 

significant deficiency. 

 

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 of the District’s financial statements on a timely 

basis.  A deficiency in design exists when a control necessary to meet a control objective is 

missing or an existing control is not properly designed so that, even if the control operates as 

designed, a control objective would not be met.  A deficiency in operation exists when a properly 

designed control does not operate as designed or when the person performing the control does 

not possess the necessary authority or competence to perform the control effectively. 

 

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 District’s financial 

statements will not be prevented or detected and corrected on a timely basis. 

 

A significant deficiency is a deficiency, or 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. 
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We observed the following matter that we consider to be a significant deficiency.   

 

Patient Accounts Receivable 

 

One of the most complex estimates the District must make is the net realizable value of patient 

accounts receivable.  Management must use multiple inputs including payer mix, account aging 

and current payment rates to estimate how much patients will pay for services provided by the 

District.  An entry was proposed and recorded to reduce the net value of patient accounts 

receivable.  Management should challenge the patient accounts receivable estimate by 

performing validation procedures such as look-back analyses. A look-back analysis provides 

management with evidence of the precision of its prior estimate, and can often indicate changes 

that should be considered when current estimates are computed.  We recommend that 

management perform a look-back analysis on patient accounts receivable at least every six 

months. 

 

This communication is intended solely for the information and use of management, the Board of 

Directors and others within the District and is not intended to be and should not be used by 

anyone other than these specified parties. 

 

 
 

January 31, 2018 

 

 

 

 

















Before Subsequent to

Misstatements Misstatements Misstatements % Change

Current Assets 10,061,029 (75,746) 9,985,283 -0.75%

Non-Current Assets 15,048,206 0 15,048,206 0.00%

Current Liabilities (571,442) 11,770 (559,672) -2.06%

Non-Current Liabilities (139,310) 0 (139,310) 0.00%

Current Ratio 17.61 17.84 1.33%

Total Assets 25,109,235 (75,746) 25,033,489 -0.30%

Total Liabilities (710,752) 11,770 (698,982) -1.66%

Net Position (24,398,483) 63,976 (24,334,507) -0.26%

Revenues & Income (6,602,389) 105,600 (6,496,789) -1.60%

Operating Expenses 6,855,377 (26,208) 6,829,169 -0.38%

Change in Net Position 252,988 79,392 332,380 31.38%

Maverick County Hospital District
ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" reflects the effects on the 

financial statements if the uncorrected misstatements identified were corrected.

QUANTITATIVE ANALYSIS



SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Factual (F), (X)

Location or Financial Judgmental (J), Current Non-Current Current Non-Current Non Change in Net Net Assets

Description Business Unit Line Item or Projected (P) DR     (CR) DR     (CR) DR     (CR) DR     (CR) Tax DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

Estimated difference in MFAP allowance MCHD J
(60,000) 0 0 0 60,000 0 0 0 0

Net patient service revenue 60,000 N/A - Estimate N/A - Estimate

Other receivables (60,000)

Overstatement of property tax receivable MCHD F
(15,746) 0 0 0 15,746 0 0 (15,746) 15,746

Property tax revenue 15,746 (15,746)

Property tax receivable, net (15,746) 15,746

Turnaround effect of fiscal year 2016 passed 

adjustments

MCHD F

0 0 0 0 29,854 (14,438) (15,416) 0 0

Purchased services (14,438) N/A - Prior year N/A - Prior year

Property tax revenue 29,854

Net Position (15,416)

To remove consultant expense accrued in 

fiscal year 2017 for 2018 services

MCHD F
0 0 11,770 0 0 (11,770) 0 11,770 (11,770)

Accounts Payable 11,770 11,770 (11,770)

Purchased Services and professional fees expense (11,770)

0 0 0 0 0 0 0 0 0

0 0 0 0 0 0 0 0 0

Taxable passed adjustments 105,600 (26,208) (15,416) (3,976) 3,976

Times (1 - effective tax rate of 00%) 100% 100% 100%

Taxable passed adjustments net of tax impact 0 105,600 (26,208) (15,416)

Nontaxable passed adjustments (75,746) 0 11,770 0 0 0 0

Total passed adjustments, net of tax impact (if any) (75,746) 0 11,770 0 105,600 (26,208) (15,416)

Impact on Change in Net Positi 79,392

Impact on Net Position 63,976

Assets Liabilities Net Effect on Following Year

Client:  Maverick County Hospital District

Period Ending:  August 31, 2017

Revenues & 

Income

Operating 

Expenses Net Position


