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Report of Independent Auditor 
 
 
To the Members 
Burke County Hospital Authority 
Waynesboro, Georgia 
 
 
We have audited the accompanying financial statements of the Burke County Hospital Authority (the “Authority”) 
as of May 31, 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 an opinion on these financial statements based on our audits. We conducted our 
audits in accordance with auditing standards generally accepted in the United States of America. Those 
standards require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement.   
 
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of 
the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’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 entity’s internal control. Accordingly, we 
express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.   
 
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit 
opinion.   
 
Opinion 
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Authority as of May 31, 2018 and 2017, and the changes in its financial position and its cash 
flows for the years then ended in conformity with accounting principles generally accepted in the United States 
of America. 
 
Emphasis‐of‐Matter – Uncertainty Regarding Going Concern 
The accompanying financial statements have been prepared assuming that the Authority will continue as a 
going concern. As discussed in Note 13 to the financial statements, the Authority has suffered recurring losses 
that raise substantial doubt about its ability to continue as a going concern. Management’s plans in regard to 
these matters are also described in Note 13. The financial statements do not include any adjustments that might 
result from the outcome of this uncertainty. Our opinion is not modified with respect to this matter. 
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Other Matters – Required Supplementary Information 
Management has omitted the management’s discussion and analysis that accounting principles generally 
accepted in the United States of America require to be presented to supplement the basic financial statements. 
Such missing information, although not a part of the basic financial statements, is required by the Governmental 
Accounting Standards Board, who considers it to be an essential part of 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. 
 

 
 
Augusta, Georgia 
October 30, 2018 
 



BURKE COUNTY HOSPITAL AUTHORITY 
STATEMENTS OF NET POSITION 
 
MAY 31, 2018 AND 2017 
 

The accompanying notes to financial statements are an integral part of these statements. 3 

2018 2017
ASSETS
Current Assets:  

Cash and cash equivalents 483,589$              771,908$              
Short-term investments -                            211,299                
Patient accounts receivable, net of allowance for doubtful 
  accounts of $2,591,524 in 2018 and $2,165,638 in 2017 555,974              459,421               
Receivable from State of Georgia, ICTF and UPL 111,420              -                           
Receivable from State of Georgia, Rural Health Tax Credit 219,811              -                           
Other receivables 36,684                9,091                   
Inventories 143,703              159,570               
Prepaid expenses and other current assets 104,346                58,586                  
Third-party payor settlements, net 318,734 -                            

Total Current Assets 1,974,261             1,669,875             

Restricted noncurrent cash and cash equivalents 11,409                  92,404                  

Capital Assets:
Land 66,705                   66,705                  
Depreciable capital assets, net of accumulated depreciation 4,010,856 3,789,523             

Total Capital Assets, Net of Accumulated Depreciation 4,077,561             3,856,228             

Total Assets 6,063,231             5,618,507             

LIABILITIES

Current Liabilities:
Accounts payable and accrued expenses 1,804,578             987,219                
Accrued payroll and related liabilities 593,268                508,450                
Third-party payor settlements, net -                            70,787                  
Line of credit 87,931 104,391                
Current portion of capital lease obligations 96,158 -                            
Current maturities of long-term debt 1,573,485 1,558,586             

Total Current Liabilities 4,155,420             3,229,433             

Capital lease obligations, net of current maturities 307,704 -                            
Long-term debt, net of current maturities 2,408,718 3,937,506             

Total Liabilities 6,871,842             7,166,939             

NET POSITION

Net investment in capital assets 2,992,383             3,055,072             
Restricted for:

Scholarships 10,325 10,320
Unrestricted (3,811,319)          (4,613,824)           

Total Net Position (808,611)$             (1,548,432)$          
 



BURKE COUNTY HOSPITAL AUTHORITY 
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION 
 
YEARS ENDED MAY 31, 2018 AND 2017 
 

The accompanying notes to financial statements are an integral part of these statements. 4 

2018 2017
Operating Revenues:

Net patient service revenue, net of provision for bad debts 
of approximately $4,827,000 in 2018 and $4,099,000 in 2017  $          8,001,737  $          6,933,865 

Other operating revenue 435,205 289,954

Total Operating Revenues 8,436,942             7,223,819             

Operating Expenses:
Salaries and benefits 6,383,530               5,791,555             
General and administrative expenses 6,619,332 5,799,495             
Depreciation 567,816                 518,762                

Total Operating Expenses 13,570,678           12,109,812           

Operating loss (5,133,736)            (4,885,993)            

Nonoperating Revenues (Expenses):
Contribution from Burke County, Georgia 5,300,000 4,600,000
State of Georgia, Rural Health Tax Credit income 338,196  -                            
Other Income 49,162 -                            
Investment income 10,133                   5,677                    
Interest expense (180,184)             (178,616)              
Loss on disposal of capital assets -                           (94,376)                
Gain on impairment of capital assets 356,250              -                           

Total Nonoperating Revenues 5,873,557              4,332,685             

Change in net position 739,821                (553,308)               
Net position, beginning of year (1,548,432)            (995,124)               

Net position, end of year (808,611)$             (1,548,432)$          
  



BURKE COUNTY HOSPITAL AUTHORITY 
STATEMENTS OF CASH FLOWS 
 
YEARS ENDED MAY 31, 2018 AND 2017 
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2018 2017
Cash flows from operating activities:

Cash received from patients and third-party payors 7,133,010$           6,134,074$           
Cash received from the State of Georgia for UPL and ICTF 271,233                749,198                
Other operating cash receipts 435,205                289,954                
Cash paid to employees (6,298,712)            (5,546,675)            
Cash paid to suppliers and others (5,859,459)            (5,361,765)            

Net cash from operating activities (4,318,723)            (3,735,214)            

Cash flows from noncapital and related financing activities:

Payments on line of credit (150,000)               (150,000)               
Payments on long-term debt (1,313,049)            (1,339,498)            
Contribution from Burke County, Georgia 5,300,000             4,600,000             
Proceeds from settlements and credits 167,547                -                            
Interest paid on lines of credit and long-term debt (46,644)                 (57,867)                 

Net cash from noncapital and related financing activities 3,957,854             3,052,635             

Cash flows from capital and related financing activities:

Purchases of capital assets (324,987)               (20,657)                 
Proceeds from insurance - involuntary conversion 395,147                -                            
Payments on capital leases (99,197)                 -                            
Payments on long-term debt (200,840)               (199,154)               

Net cash from capital and related financing activities (229,877)               (219,811)               

Cash flows from investing activities:

Sales of short-term investments 211,299                -                            
Interest earned 10,133                  2,953                    

Net cash from investing activities 221,432                2,953                    

Net change in cash and cash equivalents (369,314)               (899,437)               
Cash and cash equivalents, beginning of year 864,312                1,763,749             

Cash and cash equivalents, end of year 494,998$              864,312$              

Reconciliation of cash and cash equivalents to
  statement of net position:

  Cash and cash equivalents in current assets 483,589$              771,908$              
  Restricted noncurrent cash 11,409                  92,404                  

Total cash and cash equivalents 494,998$              864,312$              



BURKE COUNTY HOSPITAL AUTHORITY 
STATEMENTS OF CASH FLOWS (CONTINUED) 
 
YEARS ENDED MAY 31, 2018 AND 2017 
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2018 2017
Reconciliation of operating loss to net cash 
from operating activities:

  Operating loss (5,133,736)$          (4,885,993)$          
  Adjustments to reconcile operating loss to net cash
   from operating activities

Depreciation 567,816                518,762                
Provision for bad debts 4,826,603             4,099,389             
Changes in:

Patient accounts receivable (4,923,156)            (3,864,136)            
Receivable from State of Georgia, ICTF and UPL (111,420)               -                            
Other receivables (27,593)                 -                            
Inventory 15,867                  7,423                    
Prepaid expenses and other current assets (45,760)                 (8,884)                   
Accounts payable and accrued expenses 817,359                439,191                
Accrued payroll and related liabilities 84,818                  244,880                
Third-party payor settlements (389,521)               (285,846)               

Net cash from operating activities (4,318,723)$          (3,735,214)$          

Schedule of noncash capital and related financing activity:
  Capital asset additions financed with capital leases 503,059$             -$                         
  Loss on impairment of capital assets 38,897$               -$                         
  Capital asset additions included in accounts payable -$                          73,642$               
  Capital asset additions included in long-term debt -$                          26,449$               
  Loss on disposal of capital assets -$                          94,376$               



BURKE COUNTY HOSPITAL AUTHORITY 
NOTES TO FINANCIAL STATEMENTS 
 
MAY 31, 2018 AND 2017 
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Note 1—Nature of operations and summary of significant accounting policies 
 
Nature of Operations – The Burke County Hospital Authority (the “Authority”) was created in 1945 by the Board 
of County Commissioners of Burke County, Georgia and the Mayor and the Council of the City of Waynesboro, 
Georgia, to manage matters concerning the County’s health care functions.  The primary operation managed by 
the Authority is the Burke Medical Center (the “Hospital”).  Members of the Authority are appointed by the Burke 
County Board of Commissioners. Additionally, Burke County Board of Commissioners has financial 
accountability for the Authority as it guarantees the debt of the Authority.  For this reason, the Authority is 
considered to be a component unit of Burke County, Georgia. 
 
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 certain estimates and assumptions that 
affect the reported amounts of assets and liabilities and disclosures of any 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. 
 
Basis of Accounting – For financial reporting purposes, the Authority is considered a special-purpose 
government entity engaged only in business-type activities.  Accordingly, the Authority’s financial statements 
have been presented using the economic resources measurement focus and the accrual basis of accounting.  
Under the accrual basis, revenues are recognized when earned, and expenses are recorded when an obligation 
has been incurred. 
 
Reclassifications – Amounts included in cash received from patients and third-party payors have been 
reclassified to cash received from the state of Georgia for UPL and ICTF in the fiscal 2017 financial statements 
to correspond to the current year’s format.  Amounts included in cash flows from noncapital and related 
financing activities have been reclassified in the fiscal 2017 financial statements to cash flows from capital and 
related financing activities to correspond to the current year’s format. The net change in cash and cash 
equivalents is unchanged due to these reclassifications. 
 
Future Pronouncements – In June 2017, the GASB issued Statement of Governmental Accounting Standard 
(“SGAS”) No. 87, Leases. This statement increases the usefulness of governments’ financial statements by 
requiring recognition of certain lease assets and liabilities for leases that previously were classified as operating 
leases and recognized as inflows of resources or outflows of resources based on the payment provisions of the 
contract. It establishes a single model for lease accounting based on the foundational principle that leases are 
financings of the right to use an underlying asset. Under this statement, a lessee is required to recognize a 
lease liability and an intangible right-to-use lease asset, and a lessor is required to recognize a lease receivable 
and a deferred inflow of resources, thereby enhancing the relevance and consistency of information about 
governments’ leasing activities. This standard will be effective for the fiscal year ending May 31, 2021. The 
Authority is currently in the process of evaluating the impact of adoption of this SGAS on the financial 
statements. 
 
Tax Status – The Authority was created as a public body corporate and politic in accordance with the 
Development Authorities Law of the state of Georgia and is exempt from federal and state income taxes. 
 
Cash and Cash Equivalents and Short-term Investments – Cash and cash equivalents consist of demand 
deposit accounts and certificates of deposit with an original maturity of three months or less.  Short-term 
investments, which consist of certificates of deposit with an original maturity of greater than three months, are 
carried at cost, which approximates market value. 
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NOTES TO FINANCIAL STATEMENTS 
 
MAY 31, 2018 AND 2017 
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Note 1—Nature of operations and summary of significant accounting policies (continued) 
 
Restricted Noncurrent Cash – Restricted noncurrent cash consist of donated funds restricted to support 
scholarships for nursing students in the amount of $10,325 and $10,320 at May 31, 2018 and 2017, 
respectively, and proceeds from the Series 2013 Revenue Anticipation Certificate in the amount of $1,084 and 
$82,084 at May 31, 2018 and 2017, respectively. 
 
Custodial Credit Risk-Deposits – Custodial credit risk is the risk that in the event of a bank failure, the Authority’s 
deposits may not be returned to it. The Authority does not have a deposit policy for custodial credit risk. The 
Authority places its cash and cash equivalents and short-term investments on deposit with financial institutions 
in the United States. The Federal Deposit Insurance Corporation (FDIC) covers $250,000 for substantially all 
depository accounts.  The Authority from time to time may have amounts on deposit in excess of the insured 
limits. Deposits are included in the following statement of net position captions: cash and cash equivalents, 
short-term investments, and restricted noncurrent cash.  At May 31, 2018 and 2017, deposits are insured or 
collateralized by securities as follows: 
 

2018 2017
Depository account:
  Insured 532,058$        653,060$          
  Collateralized -                      -
  Uninsured and uncollateralized 27,909            460,927            

Total deposits 559,967$        1,113,987$       
 

Patient Accounts Receivable – Patient accounts receivable consist of amounts due from patients and third-party 
payors and are stated at gross charges less an allowance for doubtful accounts and contractual adjustments.  
Credit is extended to patients after an evaluation of the patient’s financial condition and collateral is not required.  
Management’s determination of the allowance for doubtful accounts is based on an evaluation of the patient’s 
accounts receivable, past experience, current economic conditions, and other risks inherent in the patient’s 
accounts receivable portfolio.  Significant changes in reimbursement levels for services under government and 
private programs could significantly impact the estimates used to determine the allowance for doubtful accounts. 
 
Inventories – Inventories are stated at the lower of cost (first-in, first-out method) or market value. The 
Authority’s inventories consist mainly of office supplies and medical supplies, including prescription drugs. 
 
Capital Assets – The Authority’s capital assets are reported at historical cost.  Contributed capital assets are 
reported at their estimated fair value at the time of their donation.  All capital assets other than land and 
construction in progress are depreciated or amortized (in the case of capital leases) using the straight-line 
method of depreciation using the following useful lives: 
 
 Buildings and improvements 10–40 years 
 Equipment 5–15 years 
 
Cost of Borrowing – Except for capital assets acquired through gifts, contributions, or capital grants, interest cost 
on borrowed funds during the period of construction of capital assets is capitalized as a component of the cost 
of acquiring those assets.  None of the Authority’s interest costs were capitalized in 2018 or 2017.   
 
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. 
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Note 1—Nature of operations and summary of significant accounting policies (continued) 
 
Net Position – Net position of the Authority is classified in three components.  Net investment in capital assets 
consist of capital assets net of accumulated depreciation and reduced by the current balances of any 
outstanding borrowings used to finance the purchase or construction of those assets.  Restricted net position is 
noncapital net position that must be used for a particular purpose, as specified by creditors, grantors, or 
contributors external to the Authority.  Unrestricted net position is remaining net position that does not meet the 
definition of net investment in capital assets or restricted 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 managing matters concerning the County’s healthcare functions, 
the Authority’s principal activity.  Nonexchange revenue, including investment income, is reported as 
nonoperating revenues.  Operating expenses are all expenses incurred in managing matters concerning the 
County’s healthcare functions other than financing costs. 
 
Risk Management – The Authority is exposed to various risks of loss from torts; theft of, damage to, and 
destruction of assets; business interruption; errors and omissions; employee injuries and illnesses; natural 
disasters; and employee health, dental, and accident benefits.  Commercial insurance coverage is purchased 
for claims arising from such matters.   
 
The Authority is covered by professional liability insurance on a claims-made basis. The dollar amount of policy 
limits and deductibles has varied over the past few years. As of May 31, 2018 and 2017, per claim coverage 
was $1,000,000 with an aggregate maximum annual coverage of $3,000,000. In addition, the Authority has a 
$1,000,000 umbrella policy. The deductibles for each policy are $5,000. Losses on medical malpractice claims 
are estimated based on claims in excess of per claim or aggregate coverage and claims incurred but not 
reported during the claim year. These estimates reflect the Authority’s best estimates of the ultimate costs of 
reported and unreported claims, using the Authority’s past experience and identified asserted claims and 
reported incidents. No estimate losses on medical malpractice claims have been recorded for the years ended 
May 31, 2018 and 2017. Based on the claims history to date, management believes any asserted or incurred 
but not reported claims at May 31, 2018 and 2017 would not be material to the Authority’s financial position or 
its results of operations. 
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MAY 31, 2018 AND 2017 
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Note 2—Capital assets 
 
Capital asset additions, retirements, and balances for the years ended May 31, 2018 and 2017 were as follows: 
 

June 1, 2017 Additions Reductions May 31, 2018

Land 66,705$          -$                    -$                    66,705$            
Buildings and improvements 11,420,330     837                 -                      11,421,167       
Equipment 8,032,537       930,090          (327,899)        8,634,728         

       Totals at historical cost 19,519,572     930,927          (327,899)        20,122,600       

Less accumulated depreciation (15,663,344)   (567,816)        186,121          (16,045,039)

Capital assets, net 3,856,228$     363,111$        (141,778)$      4,077,561$       

June 1, 2016 Additions Reductions May 31, 2017

Land 66,705$          -$                -$                    66,705$            
Buildings and improvements 11,346,688     73,642            -                      11,420,330       
Equipment 8,141,820       47,106            (156,389)        8,032,537         

       Totals at historical cost 19,555,213     120,748          (156,389)        19,519,572       

Less accumulated depreciation (15,206,596)   (518,761)        62,013            (15,663,344)      

Capital assets, net 4,348,617$     (398,013)$      (94,376)$        3,856,228$       
 

Note 3—Long‐term debt 
 
On December 18, 2013, the Authority issued Burke County Hospital Authority (Georgia) Revenue Anticipation 
Certificate, Series 2013A (“Series 2013A Certificate”), in the principal amount of $252,500 for the purpose of 
providing funds to finance, in whole or in part, the costs of acquiring and installing certain capital equipment for 
the Authority.  Principal payments on the Series 2013A Certificate are payable on September 18 of each year 
through 2020 and shall bear interest at a rate of 1.30% per annum. Interest payments are payable on the 18th 
day of each month beginning the 18th of December 2013 through September 18, 2020. The Series 2013A 
Certificate is collateralized by the Authority’s net revenues, as defined in the loan agreement, and is guaranteed 
by the Board of County Commissioners of Burke County, Georgia. 
 
On December 18, 2013, the Authority issued Burke County Hospital Authority (Georgia) Taxable Note, Series 
2013B (“Series 2013B Taxable Note”), in the principal amount of $8,551,999 for the purpose of providing funds 
for operations of the Authority and the repayment of debt obligations with two financial institutions.  Principal 
payments on the Series 2013B Taxable Note are payable on September 18 of each year through 2020 and shall 
bear interest at a rate of 3.25% per annum. Interest payments are payable on the 18th day of each month 
beginning the 18th of December 2013 through September 18, 2020. The Series 2013B Taxable Note is 
collateralized by the Authority’s net revenues, as defined in the loan agreement, and is guaranteed by the Board 
of County Commissioners of Burke County, Georgia. 
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Note 3—Long‐term debt (continued) 
 
During 2016, the Authority entered into an agreement to purchase licenses for the use of electronic health 
record software. The licenses were financed by the vendor through a note payable. The note does not bear 
interest and calls for monthly payments of $14,899 over a 60-month period beginning in April 2016. 
 
A schedule of changes in the Authority’s long-term debt for 2018 and 2017 follows: 
 

Balance Balance Current

June 1, 2017 Additions Reductions May 31, 2018 Portion

Long-term debt:
Series 2013A Certificate 141,647$     -$                 (36,951)$       104,696$     36,951$       
Series 2013B Taxable Note 4,612,852    -                   (1,313,049)    3,299,803    1,313,049    
Note Payable 741,593       -                   (163,889)       577,704       223,485       

Total long-term debt 5,496,092$  -$                 (1,513,889)$  3,982,203$  1,573,485$  

Balance Balance Current 

June 1, 2016 Additions Reductions May 31, 2017 Portion

Long-term debt:
Series 2013A Certificate 178,598$      $               - (36,951)$       141,647$     36,951$       
Series 2013B Taxable Note 5,925,901                      - (1,313,049)    4,612,852    1,313,049    
Note Payable 903,796       26,449         (188,652)       741,593       208,586       

Total long-term debt $7,008,295 26,449$       (1,538,652)$  5,496,092$  1,558,586$  
 

Scheduled principal and interest payments on long-term debt and for years subsequent to May 31, 2018 are as 
follows: 
 
Years Ending May 31, Principal Interest

2019 1,573,485$  80,955$       
2020 1,528,788 37,263
2021 879,930 7,546

3,982,203$  125,764$     
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Note 4—Line of credit 
 
During the year ended May 31, 2014, the Authority issued Burke County Hospital Authority (Georgia) Taxable 
Line of Credit Note, Series 2013C (“Series 2013C Taxable LOC Note”), in the principal amount of $1,195,501 for 
the purpose of providing funds for payment of interest on the Series 2013 obligations to the extent that other 
funds of the Authority are not available. The principal on the renewable Series 2013C Taxable LOC Note is due 
and payable on September 18, 2014 and accrued interest is payable on the 18th of each month beginning on 
January 18, 2014.  The borrowing rate on the line of credit is a variable rate of interest based on the London 
Interbank Offered Rate (LIBOR) plus 1.60% per annum, not to exceed 8.00%. The Series 2013C Taxable LOC 
Note is collateralized by the general funds of the Authority and is guaranteed by the Board of County 
Commissioners of Burke County, Georgia. The outstanding balance on the line of credit as of May 31, 2018 and 
2017 was $87,931 and $104,391, respectively.  The line of credit renews as of each principal payment date on 
the long-term debt, subject to an administrative review by the bank. 
 
Note 5—Capital leases 
 
The Authority is the lessee of equipment under various capital leases expiring in April 2022. The assets and 
liabilities under capital leases are recorded at the lower of the present value of the minimum lease payments or 
the fair value of the asset. The assets are amortized over their estimated productive lives. Amortization of assets 
under capital leases is included in depreciation expense during the years ended May 31, 2018 and 2017. The 
leases include a $1 purchase option at the end of the lease period. 
 
Following is a summary of property held under capital leases: 
 

2018 2017

Equipment 503,059$        -$                      
Less Accumulated depreciation (8,384)             -                        

494,675$        -$                      

Minimum future lease payments under capital leases as of May 31, 2018 were as follows: 
 
Years Ending May 31, 

2019 113,113$          
2020 113,113            
2021 113,113            
2022 103,689            

Total minimum lease payments 443,028            
Less amount representing interest (39,166)             

Present value of minimum lease payments 403,862            
Less current portion (96,158)             

307,704$          
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Note 6—Net patient service revenue 
 
The Authority has agreements with some third-party payors that provide for payments to the Authority at 
amounts that may differ 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. 
 
A summary of the payment arrangements with major third-party payors follows: 
 
 Medicare 

Inpatient acute care services rendered to Medicare program beneficiaries are paid on a diagnosis related 
guideline system.  These rates vary according to the patient classification system that is based on clinical, 
diagnostic, and other factors.  Certain outpatient services related to Medicare beneficiaries are paid based 
on a cost reimbursement methodology. The Authority is reimbursed for cost reimbursable items at a 
tentative rate with final settlement determined after submission of annual cost reports by the Authority and 
audits thereof by the Medicare fiscal intermediary. 
 
The Authority’s cost reports have been audited by the Medicare intermediary through 2015.  Management 
expects that the amounts payable for the unsettled years will approximate the amounts provided in the 
accompanying statements of net position. 

 
 Medicaid 

Inpatient services rendered to Medicaid program beneficiaries are reimbursed on a diagnosis related 
guideline system.  Outpatient services are reimbursed under a cost reimbursement methodology.  The 
Authority is reimbursed at a tentative rate with final settlement determined after submission of annual cost 
reports by the Authority and audits thereof by the Medicaid fiscal intermediary. 
 
The Authority’s cost reports have been audited by the Medicaid intermediary through 2015.  Management 
expects that the amounts payable for the unsettled years will approximate the amounts provided in the 
accompanying statements of net position. 

 
 Other 

The Authority has also 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, reimbursed costs, 
discounted charges, and per diem payments. 
 
The health care industry is subject to numerous laws and regulations of federal, state, and local 
governments.  These laws and regulations include, but are not necessarily limited to, matters such as 
licensure, accreditation, government health care program participation requirements, reimbursement for 
patient services, and Medicare and Medicaid fraud and abuse.  Recently, government activity has increased 
with respect to investigations and allegations concerning possible violations of fraud and abuse statutes and 
regulations by health care providers. 
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Note 6—Net patient service revenue (continued) 
 
Medicare and Medicaid Electronic Health Records (“EHR") Incentives 
EHR incentive reimbursements are payments received under the Health Information Technology for 
Economic and Clinical Health Act (the “HITECH Act”) which was enacted into law on February 17, 2009 as 
part of the American Recovery and Reinvestment Act of 2009 (“ARRA”). The HITECH Act includes 
provisions designed to increase the use of EHR by both physicians and hospitals.  
 
The Authority must attest to certain criteria in order to qualify to receive the incentive payments. The amount 
of the incentive payments are calculated using predetermined formulas based on available information, 
primarily related to discharges and patient days. The Authority recognizes income related to EHR incentive 
payments using the cliff recognition method under which the revenue is recognized at the end of the EHR 
reporting period once it is determined that the EHR meaningful use criteria has been complied with and has 
been attested to. The attestation is subject to audit by the federal government or its designee. Income 
related to EHR incentive payments recognized during the years ended May 31, 2018 and 2017 was 
approximately $0 and $204,000, respectively, and is included in other operating revenue in the 
accompanying statements of revenues, expenses, and changes in net position.  
 

Note 7—Indigent and charity care costs 
 
The Authority calculates the cost of providing charity care to patients using a cost-to-charge ratio method. Using 
this method, the costs of providing charity care services under the Authority’s indigent and charity care policy 
were approximately $467,000 and $168,000 for the years ended May 31, 2018 and 2017, respectively. 
 
Note 8—Rural Hospital Tax Credit income 
 
The Rural Hospital Tax Credit Program became effective in Georgia beginning January 1, 2017, to help address 
the rural health crisis in Georgia.  The Georgia Rural Hospital Organization Expense Tax Credit Program has 
qualified 58 hospitals, including the Authority.  Each hospital may receive up to $4 million in donations annually 
until an annual state cap has been reached of $60 million.  The Authority reported income related to the 
program of $338,196 which is reported as nonoperating revenue in the accompanying statement of revenues, 
expenses, and changes in net position.  
 
Note 9—Commitments and contingencies 
 
The Authority is involved in litigation arising in the ordinary course of business.  After consultation with legal 
counsel, management estimates that these matters will be resolved without material adverse effect on the 
Authority’s future net position or results from operations.  In addition, other claims may be asserted which relate 
to services already rendered.  Based upon information, reports and analysis provided by outside consultants, 
attorneys and insurance carriers, management is of the opinion that adequate provisions have been made for all 
asserted and unasserted claims and that the effects of these claims will not have a significant impact on the 
financial statements. 
 
The health care industry is subject to numerous laws and regulations of federal, state, and local governments. 
These laws and regulations include, but are not necessarily limited to, matters such as licensure, accreditation, 
government health care program participation requirements, reimbursement for patient services, and Medicare 
and Medicaid fraud and abuse. Recently, government activity has increased with respect to investigations and 
allegations concerning possible violations of fraud and abuse statutes and regulations by health care providers. 
 
The Authority enters into operating leases for medical equipment and IT services for which it makes monthly 
payments. The leases are cancellable given written notice in accordance with terms of the various agreements. 
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Note 10—Employee benefit plan 
 
The Authority established a defined contribution (profit-sharing) plan on April 1, 2017, that covers substantially 
all employees.  The Authority made no contributions to the plan during the years ended May 31, 2018 and 2017.  
The Authority also sponsors a simplified employee defined contribution plan.  The Authority made no 
contributions to the plan during the years ended May 31, 2018 and 2017.   
 
Note 11—Concentrations of 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 third-party payors at May 31, 
2018 and 2017 were as follows: 
 

2018 2017
Medicare 23% 24%
Medicaid 8% 12%
Blue Cross 10% 10%
Other third-party payors 15% 16%
Patient 44% 38%

100% 100%

Note 12—Business interruption 
 
In October 2017, the Authority suffered property damage and business interruption due to a leak damaging the 
mammography machine.  As a result, the Authority has been awarded insurance claims of $395,147 for property 
damage, which has been applied against the cost to replace the equipment of which $356,250 is reported as a 
gain on impairment of capital assets nonoperating revenue in the statements of revenues, expenses, and 
changes in net position.  The Authority has also been awarded $367,034 for business interruption insurance 
claims, which is reported as other operating revenue in the statements of revenues, expenses, and changes in 
net position.  
 
Note 13—Going concern 
 
The Authority’s recurring operating losses and negative net position and cash flows raise substantial doubt 
about its ability to continue as a going concern. The Authority has entered into an intergovernmental agreement 
by which the Burke County Board of Commissioners has agreed to guarantee the debt payments of the 
Authority. In addition to these payments, management of the Authority believes that support from the County 
through additional funding will be necessary in order for the Hospital to continue operations. Also, the ability of 
the Authority to continue as a going concern is dependent on the Authority improving cash flows by increasing 
reimbursements from insurance contracts for patient services rendered and maintaining funding from the 
County. The financial statements do not include any adjustments that might result from the outcome of this 
uncertainty. 
 
Note 14—Subsequent events 
 
In July 2018, Burke County provided $2.2 million in support to the Authority in order for the Authority to pay on 
outstanding accounts payable. 


