Board of Directors
Uvalde County Hospital Authority
Uvalde, Texas

As part of our audit of the financial statements of Uvalde County Hospital Authority (the
Authority) as of and for the year ended June 30, 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 Authority’s significant accounting policies are described in Note 1 of the audited financial
statements.
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Alternative Accounting Treatments
No matters are reportable.
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:





Allowance for uncollectible accounts and contractual adjustments
Self-funded employee health insurance accrual
Estimated amounts due from third-party payers
Provider Relief Fund revenue recognition – The Authority is a recipient of
distributions from the Provider Relief Fund established by the CARES Act.
The Authority 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 June 30, 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:





Revenue recognition
Supplemental Medicaid programs including Section 1115 Waiver program, Medicaid
Disproportionate Share program, and Nursing Home Quality Improvement Payment
Program
Nursing Home operations
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
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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
 Bond issuance costs
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 Authority’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
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.
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Future Change in Accounting Standard – GASB 87
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 shortterm 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 Authority’s fiscal year ending June 30,
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 Authority’s fiscal year ending June 30, 2022, and will be applied
prospectively.
Price Transparency
On November 15, 2019, CMS finalized policies for making charges for items and services
provided by hospitals in the U.S. more transparent for patients. CMS hopes patients will be more
informed about what they might pay related to hospital items and services. CMS believes the
final policies will help increase market competition and ultimately drive down the cost of health
care items and services, making them more affordable for all patients.
CMS’ guidelines regarding price transparency, published as a supplement to the calendar-year
2020 Outpatient Prospective Payment System final rule, expand interpretations of section
2718(e) of the Public Health Service Act. In the final rule, effective January 1, 2021, CMS
defines “hospital” and the “items and services” that are covered under the new requirements.
CMS also redefined and expanded the definition of “standard charges” to include five separate
concepts: gross charge, payor-specific negotiated charge, de-identified minimum negotiated
charge, de-identified maximum negotiated charge and discounted cash price.
Hospitals must make their standard charges for all items and services in the charge description
master publicly available in a comprehensive, machine-readable file. In addition, hospitals must
make public, in a consumer-friendly format, standard charge information for 300 shoppable
services. Shoppable services are defined as non-urgent services that could be scheduled in
advance. CMS selected 70 shoppable services, and hospitals must select 230 additional
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shoppable services. Hospitals will be required to report standard charges for the primary
shoppable service as well as all ancillary services customarily provided as part of the primary
service.
While the price transparency final rule isn’t effective until January 1, 2021, hospitals should be
proactive and start planning for how they’ll collect and report on the required elements. CMS
estimates the burden for hospitals to review and post standard charges for the first year will be
150 hours per hospital; however, the effort could be even more burdensome than CMS estimates.
Failure to comply could result in civil monetary penalties of up to $300 per day.
Current Environment – Due to COVID-19
Two significant events occurred in the first quarter of 2020. First, the World Health
Organization has characterized the effects of coronavirus as a pandemic. Second, President
Donald Trump declared a national emergency related to the coronavirus. These two events
caused significant changes to the economy in the short term and most likely will have ongoing
impact in the future that is unknown at this time.
In addition, new legislation was enacted by the United States Congress to respond to the overall
effect of the SARS-CoV-2 virus and the incidence of COVID-19 (COVID-19). The new
legislation is unprecedented in scale and scope and includes four bills as of April 28, 2020,
which are as follows:





Coronavirus Preparedness and Response Supplemental Appropriations Act, 2020
Families First Coronavirus Response Act
Coronavirus Aid, Relief and Economic Security Act (CAREs Act)
Paycheck Protection Program and Health Care Enactment Act (PPPHEA)

The passage of these four laws have a wide sweeping effect on all businesses but especially to
health care organizations, as they address the impact to their business in the preparation for the
COVID-19 pandemic, treating patients impacted by the COVID-19 pandemic and its’ impact on
their business in treating patients not directly infected with COVID-19. The Authority has
received grants pursuant to the CARES Act provider relief fund provisions. These funds contain
specific eligibility requirements and restrictions to be used specifically for preparing for or
responding to the coronavirus, including reimbursement for eligible expenses and lost
revenues. Management should ensure that the use of these funds is monitored and tracked to
ensure program compliance as these programs will be subject to additional audit and review.
The overall impact of the COVID-19 pandemic and the effect it will have on the economic and
specifically the health care environment is unknown at this time due to the uncertainty of the
virus and it constantly changing and evolving.
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This communication is intended solely for the information and use of management and the Board
of Directors and is not intended to be and should not be used by anyone other than these
specified parties.

November 6, 2020

