
 

 

 
 
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, 2020, 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 

• Provider Relief Fund revenue recognition – The District is a recipient of distributions 
from the Provider Relief Fund established by the CARES Act.  The District attested 
to the terms and conditions upon receipt of the funding, including the requirement to 
demonstrate that funds received have been used for health care-related expenses or 
lost revenue attributable to coronavirus as defined in the CARES Act.  Based on 
guidance issued by the U.S. Department of Health and Human Services as of August 
31, 2020, management recognized revenue from the Provider Relief Fund based on 
expenses attributable to coronavirus that have not been reimbursed from other sources 
or that other sources are not obligated to reimburse, including expenses to maintain 
health care delivery capacity. 

 
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 

• COVID-19 and CARES Act Funding 

 
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.  A 
misstatement is a difference between the amount, classification, presentation or disclosure of a 
reported financial statement item and that which is required for the item to be presented fairly in 
accordance with the applicable financial reporting framework.  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 

• No matters are reportable.  
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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, but more 
than trivial to the financial statements as a whole. 

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

 
No matters are reportable. 
 
Other Material Communications 

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

• Management representation letter (attached) 

• We orally communicated to management other deficiencies in internal control 
identified during our audit that are not considered material weaknesses or significant 
deficiencies 

 
 
OTHER MATTERS 

 
Medicare Advance Payments and Provider Relief Funds 
 

On March 27, 2020, President Trump signed into law the Coronavirus Aid, Relief, and Economic 
Security Act (CARES Act), as part of the government's response to the spread of the SARS-
CoV-2 virus and the incidence of COVID-19.  The CARES Act contained provisions expanding 
the Medicare Accelerated and Advanced Payment Program and providing support to health care 
providers through Provider Relief Funds. 

Medicare Advance Payments 
 

The Medicare Accelerated and Advanced Payment Program is advance payment that will have to 
be paid back on terms that are set by the regulations.  The District received approximately 
$403,000 under this program.  The District will continue to submit claims as usual after 
receiving the advanced payment; however, one year after the lump-sum payment was received, 
the Medicare Administrative Contractor will recoup 25% of the remittance payment for the first 
11-month period, then 50% of the remittance payment the next six-month period of any future 
Medicare remittance payments to satisfy the advanced payment received.  The provider's 
Medicare payments will be reduced until the advanced payment amount is paid off in full 
dependent on the amount of advanced payment received and current billings to Medicare.  After 
29 months, the Centers for Medicare and Medicaid Services will expect any amounts not paid 
back through the withholds to be paid by lumpsum settlements. 
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Proper accounting for these funds will require coordination between the finance and revenue 
cycle departments to identify amounts withheld during the repayment period to match back 
against the advance payment to determine the proper amount was withheld to satisfy the advance 
payment previously received. 

Provider Relief Funds 

 

The District received approximately $118,000 of distributions from the Provider Relief Fund.  
These distributions are not subject to repayment, provided the District is able to attest to and 
comply with the terms and conditions of the funding, including demonstrating that the 
distributions received have been used for qualifying expenses or lost revenue attributable to 
COVID-19, as defined by the Department of Health and Human Services (HHS).  Based on an 
analysis of the compliance and reporting requirements and the effect of the pandemic on the 
District’s operating revenues and expenses through August 31, 2020, the District recognized 
$118,000 of revenue from this program.  Subsequent to year-end, HHS issued guidance on the 
use of payments from the Provider Relief Fund.  The District considers the guidance issued 
subsequent to year-end to be substantive changes in guidance rather than clarifications of 
guidance existing at August 31, 2020.  As a result, the amounts recorded in the financial 
statements compared to the District’s Provider Relief Fund reporting could differ. 

The District should continue to monitor compliance with the terms and conditions of the 
Provider Relief Fund and the effect of the pandemic on the District’s revenues and expenses.  
The terms and conditions governing the Provider Relief Funds are complex and subject to 
interpretation and change.  If the District is unable to attest to or comply with current or future 
terms and conditions the District’s ability to retain some or all of the distributions received may 
be affected. 
 

GASB 84 – Fiduciary Activities 

 

GASB Statement No. 84, Fiduciary Activities (GASB 84), establishes criteria for identifying 
fiduciary activities of all state and local governments.  The focus of the criteria generally is on 
(1) whether a government is controlling the assets of the fiduciary activity and (2) the 
beneficiaries with whom a fiduciary relationship exists. Separate criteria are included to identify 
fiduciary component units and postemployment benefit arrangements that are fiduciary activities.  
An activity meeting the criteria should be reported in a fiduciary fund in the basic 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.  An exception to that 
requirement is provided for a business-type activity that normally expects to hold custodial assets 
for three months or less.  GASB 84 is effective for the District’s fiscal year ending August 31, 
2021. 
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GASB 87 – Leases 

 

GASB Statement No. 87, Leases (GASB 87), provides a new framework for accounting for 
leases under the principle that leases are financings.  Leases will no longer be classified between 
capital and operating.  Lessees will recognize an intangible asset and a corresponding liability.  
The liability will be based on the payments expected to be paid over the lease term, which 
includes an evaluation of the likelihood of exercising renewal or termination options in the lease.  
Lessors will recognize a lease receivable and related deferred inflow of resources.  Lessors will 
not derecognize the underlying asset.  An exception to the general model is provided for short-
term leases that cannot last more than 12 months.  Contracts that contain lease and nonlease 
components will need to be separated so each component is accounted for accordingly. 
 
GASB 87 is effective for financial statements for the District’s fiscal year ending August 31, 
2022.  Earlier application is encouraged.  Governments will be allowed to transition using the 
facts and circumstances in place at the time of adoption, rather than retroactive to the time each 
lease was begun. 
 

GASB 89 – Accounting for Interest Cost Incurred Before the End of a Construction Period 

 
GASB Statement No. 89, Accounting for Interest Cost Incurred Before the End of a Construction 

Period, removes the concept of capitalized interest from all types of governmental entities.  This 
Statement is effective for the District’s fiscal year ending August 31, 2022 and will be applied 
prospectively. 
 
This communication is intended solely for the information and use of management, the Board of 
Directors, and others within the organization and is not intended to be and should not be used by 
anyone other than these specified parties. 
 
 

 
 
January 27, 2021 
 



















Before Subsequent to

Misstatements Misstatements Misstatements % Change

Current Assets 13,955,651 (20,000) 13,935,651 -0.14%

Non-Current Assets 8,359,050 0 8,359,050 0.00%

Current Liabilities (1,738,130) (69,425) (1,807,555) 3.99%

Non-Current Liabilities (610,176) 0 (610,176) 0.00%

Current Ratio 8.03 7.71 -3.97%

Total Assets 22,314,701 (20,000) 22,294,701 -0.09%

Total Liabilities (2,348,306) (69,425) (2,417,731) 2.96%

Net Position (19,966,395) 89,425 (19,876,970) -0.45%

Revenues & Income (12,659,536) (15,822) (12,675,358) 0.12%

Costs & Expenses 14,909,933 69,425 14,979,358 0.47%

Change in Net Position 2,250,397 53,603 2,304,000 2.38%

1 1

Maverick County Hospital District

ATTACHMENT

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

Uncorrected Misstatements (Notes to the Financial Statements)"reflect the effects on the financial statements if the 

uncorrected misstatements identified were corrected.

QUANTITATIVE AND QUALITATIVE ANALYSIS

Misstatements within Notes to the Financial Statements

0



SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Factual (F), (X)

Location or Financial Judgmental (J) Current Noncurrent Current Noncurrent 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)

Turnaround effect of prior year passed 

adjustments

MCHD F
0 0 0 0 (35,822) 0 35,822 0 0

Other Revenue (35,822) N/A N/A

Net Position 35,822 N/A N/A

To decrease the 340B receivable to be in line 

with payments received subsequent to year 

end.

MCHD F

(20,000) 0 0 0 20,000 0 0 (20,000) 20,000

Other Revenue 20,000 (20,000) 20,000

Other Receivables, Net (20,000)

To increase payroll accrual to be in line with 

BKD's estimate

MCHD F
0 0 (69,425) 0 0 69,425 0 (69,425) 69,425

Salary Expense 69,425 (69,425) 69,425

Accrued Payroll (69,425)

Taxable passed adjustments (15,822) 69,425 35,822 (89,425) 89,425

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

Taxable passed adjustments net of tax impact 0 (15,822) 69,425 35,822

Nontaxable passed adjustments (20,000) 0 (69,425) 0 0 0 0

Total passed adjustments, net of tax impact (if an (20,000) 0 (69,425) 0 (15,822) 69,425 35,822

Impact on Change in Net Posit 53,603

Impact on Net Position 89,425

Net Effect on Following Year

Client:  Maverick County Hospital District

Period Ending:  August 31, 2020

Revenues & 

Income

Costs & 

Expenses Net Position

Assets Liabilities
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