
 

 

 

 
 
 
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, 2021, 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 contract 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 contract 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 

 Define 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 

 Net pension asset 

 Medicare advance liability 
 
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. 

 We would like to call your attention to the fact that although these uncorrected misstatements, 
individually and in the aggregate, were deemed to be immaterial to the current year financial 
statements, it is possible that the impact these uncorrected misstatements, or matters underlying 
these uncorrected misstatements, could potentially cause future-period financial statements to be 
materially misstated. 
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Auditor’s Judgments About the Quality of the District’s Accounting Principles 

During the course of the audit, we made the following observations regarding the District’s application of 
accounting principles: 
 

 In 2021, the District adopted GASB Statement No. 84, Fiduciary Activities, and No. 97, Certain 

Component Unit Criteria, and Accounting and Financial Reporting for Internal Revenue Code 

Section 457 Deferred Compensation Plans, an amendment of GASB Statements No. 14 and No. 
84, and a supersession of GASB Statement No. 32. 

 
Significant Issues Discussed with Management 

During the audit process, the following issues were discussed or were the subject of correspondence with 
management: 

 

 Federal and state funding, criteria for a single audit 

 Creation of Maverick County Hospital District Foundation and related financial reporting 

 Anticipated participation in QIPP nursing home program 

Other Material Communications 

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

 Management representation letter (attached) 

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, 2021, 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 audit 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 material weaknesses or 
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were 
not identified.   
 
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 material misstatements 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 matters that we consider to be deficiencies. 
 
Deficiencies 

Audit Adjustments 

 
During the course of the audit, various adjustments were proposed and recorded. Areas where adjustments 
were proposed have been previously discussed in this letter. Management should review the causes for 
these adjustments and implement corrective procedures to ensure that interim financial statements are 
accurate. Such corrective procedures would include timely completion of account reconciliations and 
resolution of unreconciled variances. 
 
Collateralization of Cash Balances 

 

As a governmental entity, state law requires collateralization of all deposits with federal depository 
insurance or other qualified investments. At August 31, 2021, the District had approximately $290,000 of 
cash deposits/certificates of deposit that were unsecured and uncollateralized in accordance with state law. 
We recommend management, in conjunction with your financial institutions, implement additional controls 
to ensure appropriate collateral is pledged as bank balances fluctuate. 
 
We observed matters that we consider to be deficiencies that we communicated to management verbally. 

OTHER MATTERS 

Although not considered material weaknesses, significant deficiencies, or deficiencies in internal control 
over financial reporting, we observed the following matters and offer these comments and suggestions with 
respect to matters which came to our attention during the course of the audit of the financial statements.  
Our audit procedures are designed primarily to enable us to form an opinion on the financial statements 
and, therefore, may not bring to light all weaknesses in policies and procedures that may exist.  However, 
these matters are offered as constructive suggestions for the consideration of management as part of the 
ongoing process of modifying and improving financial and administrative practices and procedures. We 
can discuss these matters further at your convenience and may provide implementation assistance for 
changes or improvements. 
 

GASB Statement No. 87, Leases 

 

In June 2017, GASB published Statement No. 87, Leases. This Statement was the result of a multi-year 
project to re-examine the accounting and financial reporting for leases. The new Statement establishes a 
single model for lease accounting based on the principle that leases represent the financing of the right to 
use an underlying asset.  Specifically, GASB 87 includes the following accounting guidance for lessees and 
lessors: 
  
Lessee Accounting:  A lessee will recognize a liability measured at the present value of payments expected 
to be made for the lease term, and an intangible asset measured at the amount of the initial lease liability, 
plus any payments made to the lessor at or before the beginning of the lease and certain indirect costs.  A 
lessee will reduce the liability as payments are made and recognize an outflow of resources for interest on 
the liability.  The asset will be amortized by the lessee over the shorter of the lease term or the useful life 
of the asset.  
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Lessor Accounting:  A lessor will recognize a receivable measured at the present value of the lease 
payments expected for the lease term and a deferred inflow of resources measured at the value of the lease 
receivable plus any payments received at or prior to the beginning of the lease that relate to future periods.  
The lessor will reduce the receivable as payments are received and recognize an inflow of resources from 
the deferred inflow of resources in a systematic and rational manner over the term of the lease.  A lessor 
will not derecognize the asset underlying the lease. There is an exception for regulated leases for which 
certain criteria are met, such as airport-aeronautical agreements. 
  
The lease term used to measure the asset or liability is based on the period in which the lessee has the 
noncancelable right to use the underlying asset. The lease term also contemplates any lease extension or 
termination option that is reasonably certain of being exercised. 
  
GASB 87 does not apply to leases for intangible assets, biological assets (i.e. timber and living plants and 
animals), service concession agreements or leases in which the underlying asset is financed with conduit 
debt that is reported by the lessor. Additionally, leases with a maximum possible term of 12 months or less 
are excluded. 
 
GASB 87 is effective for financial statements for the District’s fiscal year ending August 31, 2022.  
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 Statement No. 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. 
 
GASB Statement No. 96, Subscription-Based Information Technology Arrangements (GASB 96) 

 

This Statement addresses the accounting for the costs related to cloud computing agreements. The standard 
defines a subscription-based information technology arrangements (SBITA), establishes that a SBITA 
would result in a right-to-use (RTU) asset and a corresponding liability, provides capitalization criteria, and 
requires new note disclosures. The statement's language and concepts closely mirror the lease guidance 
provided in Statement 87, Leases. This statement requires governments report a subscription asset and 
subscription liability for a SBITA and to disclose essential information about the arrangement. The 
disclosures will allow users to understand the scale and important aspects of a government's SBITA 
activities and evaluate a government's obligations and assets resulting from SBITAs. 
 
  



Maverick County Hospital District 
Page 6 

 
 

 

The requirements of this Statement are effective for the District’s fiscal year ending August 31, 2023, and 
all reporting periods thereafter. Earlier application is encouraged. The changes should be applied 
retroactively by restating financial statements, if practicable, for all prior fiscal years presented. If 
restatement is not practicable, the cumulative effect, if any, should be reported as a restatement of beginning 
net position for the earliest fiscal year restated. In the first fiscal year the amendments are applied, note 
disclosure is required for the nature of the restatement and its effect, as well as the reason for not restating 
prior fiscal years presented, if applicable. SBITA assets and liabilities should be recognized and measured 
using the facts and circumstances at the beginning of the fiscal year of implementation. If applied to earlier 
fiscal years, those assets and liabilities should be recognized and measured using the facts and 
circumstances at the beginning of the earliest fiscal year restated. Governments are permitted—but not 
required—to include in the measurement of the subscription asset capitalizable outlays associated with the 
initial implementation stage and the operation and additional implementation stage incurred prior to the 
implementation. 
 
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. 
 

 
 
February 28, 2022 
 



















Before Subsequent to

Misstatements Misstatements Misstatements % Change

Current Assets 13,683,011 (101,000) 13,582,011 -0.74%

Non-Current Assets & Deferred Outflows 10,141,801 10,141,801

Current Liabilities (1,048,460) (115,314) (1,163,774) 11.00%

Non-Current Liabilities & Deferred Inflows (1,153,192) (1,153,192)

Current Ratio 13.051 11.671 -10.57%

Total Assets & Deferred Outflows 23,824,812 (101,000) 23,723,812 -0.42%

Total Liabilities & Deferred Inflows (2,201,652) (115,314) (2,316,966) 5.24%

Total Net Position (21,623,160) 216,314 (21,406,846) -1.00%

Operating Revenues (7,577,617) (20,000) (7,597,617) 0.26%

Operating Expenses 11,658,628 45,889 11,704,517 0.39%

Nonoperating (Revenues) Exp (5,737,776) 101,000 (5,636,776) -1.76%

Change in Net Position (1,656,765) 126,889 (1,529,876) -7.66%

Maverick County Hospital District
ATTACHMENT

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

statements if the uncorrected misstatements identified were corrected.

QUANTITATIVE ANALYSIS



Major Enterprise Fund

SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Current Noncurrent Current Noncurrent

Operating 

Revenues

Operating 

Expenses

Nonoperating 

(Revenues) Exp Net Position

Change in Net 

Position Net Position

Description Financial Statement Line Item DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

Turnaround effect of prior year 

passed adjustments

F
0 0 0 0 (20,000) (69,425) 0 89,425 0 0 

Other revenue (20,000)

Operating expense (69,425)

Net position 89,425

To increase PTO liability to agree to 

schedule

F
0 0 (21,833) 0 0 21,833 0 0 (21,833) 21,833 

Employee benefits expense 21,833 (21,833) 21,833 

Accrued salaries, wages and compensated absences (21,833)

To increase allowance for 

uncollectible taxes

J
(101,000) 0 0 0 0 0 101,000 0 0 0 

Property tax revenue 101,000

Property taxes receivable, net of allowance (101,000)

To increase payroll accrual F
0 0 (93,481) 0 0 93,481 0 0 (93,481) 93,481 

Salaries and wages 93,481 (93,481) 93,481 

Accrued salaries, wages and compensated absences (93,481)

Total passed adjustments (101,000) 0 (115,314) 0 (20,000) 45,889 101,000 89,425 (115,314) 115,314

Impact on Change in Net Position 126,889

Impact on Net Position 216,314

Client:  Maverick County Hospital District

Period Ending:  August 31, 2021

Assets & Deferred Outflows Liabilities & Deferred Inflows Net Effect on Following Year

Factual (F), 

Judgmental (J) or 

Projected (P)

Not Applicable

Not Applicable to Estimates
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