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Independent Auditors’ Report

The Board of Trustees

Neshoba County General Hospital and
Neshoba County Nursing Home
Philadelphia, Mississippi

Report on the Financial Statements

We have audited the accompanying financial statements of Neshoba County General Hospital and
Neshoba County Nursing Home, a component unit of Neshoba County, Mississippi, as of and for the
years ended September 30, 20186, and 2015, and the accompanying financial statements of Neshoba
County Ambulance Enterprise, a discretely presented component unit of Neshoba County General
Hospital and Neshoba County Nursing Home, as of and for the years ended September 30, 20186, and
2015, and the related notes to financial statements, which collectively comprise Neshoba County
General Hospital and Neshoba County Nursing Home's and Neshoba County Ambulance Enterprise’s
basic financial statements as listed in the contents. We have also compiled the accompanying financial
statements of NCGH Leverage, LLC, a discretely presented component unit of Neshoba County
General Hospital and Neshoba County Nursing Home as of and for the years ended September 30,
2016, and 2015, and the related notes to financial statements, as discussed in this report under the
heading “Report on the Compiled Financial Statements.”

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.

Auditors’ 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 and the standards applicable to financial audits contained in GovernmentAuditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audits 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 auditors’ judgment, including the
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assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditors consider internal contro 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 intemal 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 on the financial statements of Neshoba County General Hospital and Neshoba
County Nursing Home and its discretely presented component unit, Neshoba County Ambulance
Enterprise, as of and for the years ended September 30, 2016, and 2015.

Opinions

In our opinion, the financial statements of Neshoba County General Hospital and Neshoba County
Nursing Home and its discretely presented component unit, Neshoba County Ambulance Enterprise, a
component unit of Neshoba County, Mississippi, present fairly, in all material respects, the financial
positon of Neshoba County General Hospital and Neshoba County Nursing Home and its discretely
presented component unit, Neshoba County Ambulance Enterprise, as of September 30, 2016, and
2015, and the changes in its financial position and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Emphasis of Matter

As discussed in Note 1, the financial statements present only the financial information of Neshoba
County General Hospital and Neshoba County Nursing Home and the discretely presented component
units thereof and do not purport to, and do not, present fairly the financial position of Neshoba County,
Mississippi as of September 30, 2016, and 2015, the changes in its financial position, or, where
applicable, its cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America. Our opinion is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management
discussion and analysis (pages 4 to 8) be presented to supplement the basic financial statements.
Such 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. We have
applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance. Neshoba County General
Hospital and Neshoba County Nursing Home management has elected to omit the management
discussion and analysis for NCGH Leverage, LLC and Neshoba County Ambulance Enterprise. Our
opinion on the basic financial statements is not affected by the omitted information.
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Other Information

Qur audit was conducted for the purpose of forming an opinion on the financial statements as a whale.
The detailed schedules of operating revenues and detailed schedules of operating expenses for the
years ended September 30, 2016, and 2015, are presented for purposes of additional analysis and are
not required parts of the basic financial statements.

The detailed schedules of operating revenues and detailed schedules of operating expenses for the
years ended September 30, 2016, and 2015, are the responsibility of management and were derived
from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the audit procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States-of America. In our opinion,
the detailed schedules of operating revenues and detailed schedules of operating expenses for the
years ended September 30, 2016, and 2015, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated March 10,
2017, on our consideration of Neshoba County General Hospital and Neshoba Cotunty Nursing Home’s,
and its discretely presented component unit, Neshoba County Ambulance Enterprise’s, internal control
over financial reporting and on our test of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on internal control over financial reporting or on compliance. That repott
is an integral part.of an audit performed in accordance with Government Auditing Standards in
considering Neshoba County General Hospital and Neshoba County Nursing Home's, and its discretely
presented component unit, Neshoba County Ambulance Enterprise’s, internal control over financial
reporting and compliance.

Report on the Compiled Financial Statements

Management is responsible for the accompanying financial statements of NCGH Leverage, LLC, a
discretely presented component unit of Neshoba County General Hospital and Neshoba County
Nursing Home, which comprise the statements of net position as of September 30, 2016, and 2015,
and the related statements of revenues, expenses and changes in net position, cash flows, and the
related notes to the financial statements for the years then ended in accordance with accounting
principles generally accepted in the United States of America. We have performed a compilation
engagement in accordance with Statements on Standards for Accounting and Review Services
promulgated by the Accounting and Review Services Committee of the AICPA. We did not audit or
review the financial statements of NCGH Leverage, LLC, nor were we required to perform any
procedures to verify the accuracy or completeness of the information provided by management.
Accordingly, we do not express an opinion, a conclusion, nor provide any form of assurance on these
financial statements.

Eupora, Mississippi

March 10, 2017 | u)a,—\'uhs wayd and &%ﬁd, e
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Neshoba County General Hospital and Neshoba County Nursing Home
Management’s Discussion and Analysis
Years Ended September 30, 2016, and 2015

Our discussion and analysis of Neshoba County General Hospital and Neshoba County Nursing
Home's financial performance provides an overview of the facility's financial activities for the fiscal
years ended September 30, 2016, and 2015. Please read it in conjunction with the facility’s financial
statements, which begin on page 9. This discussion and analysis presents only the activity of Neshoba
County General Hospital and Neshoba County Nursing Home and does not present the activity of any
discretely presented component units.

FINANCIAL HIGHLIGHTS

¢ The facility’s net position increased by $2,382,553 in 2016 and increased by $4,860,926 in
2015.

+ The facility reported an operating income of $1,407,626 in 2016 and an operating income
of $3,163,642 in 2015. .

+ Nonoperating revenues and expenses decreased by $712,357 from 2015 to 2016.
USING THIS ANNUAL REPORT

The facility’s financial statements consist of three statements — Statements of Net Position; Statements
of Revenues, Expenses, and Changes in Net Position; and Statements of Cash Flows. These financial
statements and related notes provide information about the activities of the facility, including resources
held by the facility but restricted for specific purposes by contributors, grantors, or enabling legislation.

The Statement of Net Position and Statement of Revenues, Expenses, and Changes in Net
Position

Our analysis of the facility's finances begins on page 5. One of the most important questions asked
about the facility's finances is, “Is the faciiity as a whole better or worse off as a result of the year's
activities?” The Statements of Net Position and Statements of Revenues, Expenses, and Changes in
Net Position report information about the facility’s resources and its activities in a way that helps answer
this question. These statements include all restricted and unrestricted assets and all liabilities using the
accrual basis of accounting. All of the current year's revenues and expenses are taken into account
regardless of when cash is received or paid.

These two statements report the facility’s net position and changes in it. You can think of the facility's
net position — the difference between assets and liabilities — as one way to measure the facility’s
financial health, or financial position. Over time, increases or decreases in the facility's net position are
one indicator of whether its financial health is improving or deteriorating. You will need to consider
other nonfinancial factors, however, such as changes in the facility's patient base and measures of the
quality of service it provides to the community, as well as local economic factors, to assess the overall
health of the facility.

4
WATEINS, WARD AND STAFFORD, PLLC
CERTIFIED PUBLIC ACCOUNTANTS



Neshoba County General Hospital and Neshoba County Nursing Home
Management’s Discussion and Analysis
Years Ended September 30, 2016, and 2015

USING THIS ANNUAL REPORT (Continued})

The Statement of Cash Flows

The final required statement is the Statements of Cash Flows. The statement reports cash receipts,
cash payments, and net changes in cash resulting from operations, investing, and financing activities.
It provides answers to such questions as “Where did cash come from?” “What was cash used for?” and
“What was the change in cash balance during the reporting period?”

THE FACILITY’S NET POSITION

The facility's net position is the difference between its assets and liabilities reported in the Statements
of Net Position on pages 9 and 10. The facility's net position increased in 2016 by $2,382,553.

2016 2015

Assets:

Current assets $ 30,265,011 § 32,544,320

Capital assets, net 17,773,098 12,187,592
Other noncurrent assets 16,781,983 16,446,937
Total Assets 64,820,092 61,178,849
Liabilities:
Current liabilities 5,515,265 5,668,612
Noncurrent liabilities 4 987,156 3,575,118
Total Liabilities 10,502,421 9,243,731
Net Position:
Invested in capital assets, net of related debt 12,247,766 8,004,783
Unrestricted 42 069,905 43,840,335
Total Net Position 54,317,671 51,935,118

Total Liabilities and Net Position $ 64,820,082 $ 61,178,849

The change in the faciiity's net position is due to several factors. The facilities cash and cash
equivalents balance decreased by $3,446,467 for 2016 compared to an increase of $11,519,275 for
2015. Other receivables increased by $1,922,289 for 2016 compared to a decrease of $2,721,745 for
2015. The facility's investment in MHA Investment Pool increased by $33,585 in 2016 compared to an
increase of $36,341 for 2015. The facility acquired capital assets in the amounts of $7,238,852 and
$2.081,833 for the years 2016 and 2015, respectively. Depreciation- and amortization expenses
amounted to $1,638,155 in 2016 and $1,583,850 in 2015.
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Neshoba County General Hospital and Neshoba County Nursing Home
Management’s Discussion and Analysis

Years Ended September 30, 2016, and 2015

OPERATING RESULTS AND CHANGES IN THE FACILITY'S NET POSITION

Table 2: Operating Results

Operating Revenues:
Net patient service revenues
Other revenues
Electronic health records incentive

Total Operating Revenues

Operating Expenses:
Salaries and benefits
Supplies and drugs
Other operating expenses
Insurance
Depreciation and amortization

Total Operating Expenses
Operating Income

Nonoperating Revenues (Expenses):
Interest income
Investment income
Donations
Grants and contributions
Loss on sale of equipment
Interest expense

Total Nonoperating Revenues (Expenses)
Excess of Revenues Over Expenses
Net Position Beginning of Year
Contributed Capital

Net Position End of Year
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2015

43,509,065 $§ 43,594,327

2,511,006 2,259,673
596,922 60,809
46,616,993 45,914,809 -
26,693,274 25,027,248
5,330,995 4,855,926
11,087,917 10,855,321
458,026 428,722
1,639,155 1,583,950
45,209,367 42,751,167
1,407,626 3,163,642
80,714 45,472
240,855 243,610
10,010 11,104
750,000 1,498,197

(  15192) (  10,183)
(  91460) (  100,916)
974,927 1,687,284
2,382,553 4,850,926
51,935,118 47,074,192
- 10,000

$ 54317671 $§ 51,935,118




Neshoba County General Hospital and Neshoba County Nursing Home
Management's Discussion and Analysis
Years Ended September 30, 2016, and 2015

OPERATING RESULTS AND CHANGES IN THE FACILITY’S NET POSITION {Continued)
Operating Income

The first component of the overall change in the facility's net position is its operating income —
generally, the difference between net patient service and other operating revenues and the expenses
incurred to perform those services. The facility reported an operating income of $1,407,626 in 2016,
and 33,163,642 in 2015. Operating income decreased by $1,756,016 from 2015 to 2016.

The primary components responsible for the fluctuations in operating income are:
+ A decrease in net patient service revenues of $85,262, or 0.20%.
+ Anincrease in other operating expenses of $232,596, or 2.14%.
+ Anincrease in salaries and benefits of $1,666,026 or 6.66%.

+ Anincrease in supplies and drugs of $475,069 or 9.78%.

Noncperating Revenues and Expenses

Nonoperating revenues consist primarily of interest income, investment income, donations and grants.
The facility had interest income, primarily from checking accounts and certificates of deposit of $80,714
for the year ended September 30, 2016, and $45,472 for the year ended September 30, 2015. The
facility had investment income from the Mississippi Hospital Association Investment Pool and the
investment in NCGH Leverage, LLC of $240,855 in 2016 and $243,610 in 2015. The facility received
$10,010 in donations during the year ended September 30, 2016, and $11,104 for the year ended
September 30, 2015. The facility received $750,000 in grants from NCGH Improvement Corporation
during the year ended September 30, 2016 and $1,498,197 for the year ended September 30, 2015

Nonoperating expenses consist primarily of interest expense and loss of sale of equipment. The facility
had interest expense in the amount of $91,460 for the year ended September 30, 2016, and $100,916
for the year ended September 30, 2015. The facility had a loss on sale of equipment of $15,192 during
the year ended September 30, 2016, and $10,183 during the year ended September 30, 2015.

THE HOSPITAL’S CASH FLOWS

Changes in the facility's cash flows are consistent with changes in operating income and nonoperating
revenues.
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Neshoba County General Hospital and Neshobha County Nursing Home
Management's Discussion and Analysis
Years Ended September 30, 2016, and 2015

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assets

At the end of 20186, the facility's investment in capital assets net of accumulated depreciation was
$17,773,098. In 2016, the facility's net capital assets increased by $5,585,508. [n 2015, the facility's
net capital assets decreased by $113,638..

Long-Term Debt, Including Currént Portion

At the end of 2016, the facility had $5,496,752 in long-term debt (including current pertion) outstanding.
The facility issued new debt totaling $2,000,000 in 2016 and made $433,833 in principal payments. At
the end of 2015, the facility had $3,930,585 in long-term debt (including current portion) cutstanding.
The facility issued new debt totaling $48,421 in 2015 and made $326,089 in principal payments.

CONTACTING THE FACILITY'S FINANCIAL MANAGEMENT

This financial report is designed to provide our patients, suppliers, taxpayers, and creditors with a
general overview of the facility's finances and to show the facility's accountability for the money it
receives. If you have questions about this report or need additional financial information, contact
Neshoba County General Hospital and Neshoba County Nursing Home's administrative offices at (601)
663-1200.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements :

Note 1: Description of Reporting Entity and Summary of Significant Accounting Policies

Reporting Entity — Neshoba County General Hospital and Neshoba County Nursing Home, the
Primary Government, is licensed for 38 acute short-term care hospital beds, 10 geriatric psychiatric unit
beds and 160 skilled nursing home beds, and is owned by Neshoba County, Mississippi. Neshcba
County General Hospital and Neshoba County Nursing Home provides inpatient, ouipatient,
emergency, psychiatric and long-term care services for residents of Neshoba County, Mississippi, and
surrounding areas. Neshoba County General Hospital and Neshoba County Nursing Home is
governed by a Board of Trustees appointed by the Board of Supervisors of Neshoba County,
Mississippi.

Neshoba County Ambulance Enterprise, a component unit, operates a public ambulance service for the
benefit of the citizens of Neshoba County, Mississippi and the surrounding area, as authorized by faw.
The Ambulance Enterprise has been established as a separate county enterprise maintaining its own
books and records of its expenses and revenues and billing directly for ambulance services according
to the Ambulance Enterprise joint venture agreement stipulations. The Ambulance Enterprise siaffing
needs for the operation of the ambulance services is provided by Neshoba County General Hospital
and Neshoba County Nursing Home in accordance with the Management Services Agreement entered
into between Neshoba County Ambulance Enterprise and.Neshoba County General Hospital and
Neshoba County Nursing Home. The Ambulance Enterprise uses vehicles and cerfain equipment
owned by Neshoba County (the County), and uses the management and personnel services of
Neshoba County General Hospital and Neshoba County Nursing Home’s (the Primary Government's)
employees. The Ambulance Enterprise is governed by an Enterprise Management Committee
consisting of five voting members: Primary Government CEQ, Primary Government GFO, Primary
Government Director of Ambulance Services, County Emergency Management Director and County
Administrator.

NCGH Leverage, LLC is a single member LLC owned and managed by Neshoba County General
Hospital and Neshoba County Nursing Home. It was formed on the advice of legal counsel to assist in
obtaining and administrating the new markets tax credit program associated with the construction of the
new hospital building.

Under Governmental Accounting Standards Board Statement Number 14: The Financial Reporting
Entity, the Primary Government is defined as a component unit of Neshoba County, Mississippi. The
Ambulance Enterprise is defined as a joint venture of Neshoba County, Mississippi and Neshaoba
County General Hospital and Neshoba County Nursing Home. The Neshoba County Ambulance
Enterprise and the NCGH Leverage, LLC are determined to be component units of Neshoba County
General Hospital and Neshoba County Nursing Home, the Primary Government, and will be included in
these financial statements as discretely presented component units. These financial statements
present only the financial position and results of operations and cash fiows of Neshoba County General
Hospital and Neshoba County Nursing Home and its discretely presented component units.

The summary of significant accounting policies apply to Neshoba County General Hospital and
Neshoba County Nursing Home and the discretely presented component units as applicable.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 1: Description of Reporting Entity and Summary of Significant Accounting Policies

{Continued)

Neshoba County General Hospital and Neshoba County Nursing Home has considered all potential
component units for which it is financially accountable and other organizations for which the nature and
significance of their relationship with the Primary Government are such that exclusion would cause the
-Primary Government's financial statements to be misleading or incomplete. The Governmental
Accounting Standards Board has set forth criteria to be considered in determining financial
accountability. These criteria include appointing a voting majority of an organization’s governing body
and (1) the ability of the Primary Government to impose its will on that organization or (2) the potential
for the organization to provide specific benefits to or impose specific financial burdens on the Primary
Government.

The component unit columns in the financial statements include information for NCGH Leverage, LLC
and Neshoba County Ambulance Enterprise, Mississippi entities. They are reported as discretely
presented component units to emphasize that they are legally separate from the Primary Government.

Related Organizations — NCGH Improvement Corporation is a related organization but not a
companent unit of Neshoba County General Hospital and Neshoba County Nursing Home. The hospital
Board of Trustees and the Neshoba County Board of Supervisors appoints the board members for
NCGH Improvement Corporation. NCGH Improvement Corporation is fiscally independent from the
hospital and the county. Neshoba County General Hospital and Neshoba County Nursing Home is not
obligated in any manner for the debt issues of this organization. The financial statements of Neshoba
County General Hospital and Neshoba County Nursing Home do not include the funds of NCGH
Improvement Corpaoration,

Use of Estimates — The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses during the reporting
pericd. Actual results could differ from those estimates. Significant estimates include allowance for
uncoliectibles and third-party settlements.

Proprietary Fund Accounting ~ The facilities utilize the proprietary fund method of accounting
whereby revenue and expenses are recognized on the accrual basis. Substantially all revenues and
expenses are subject to accrual. Based on Governmental Accounting Standards Board (GASB)
Statement No. 20: Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities that Use Proprietary Fund Accounting, the facilities have elected to apply the provisions and all
pronouncements of the Financial Accounting Standards Board (FASB), including those issued after
November 30, 1989, that do not conflict or contradict GASB pronouncements.

Cash and Cash Equivalents — Cash and cash equivalents include all cash, savings, and ceriificates of
deposits of the facilities.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 1: Description of Reporting Entity and Summary of Significant Accounting Policies
(Continued)

Capital Assets — The Primary Government's policy is to capitalize acquisition and construction cost
greater than $5,000 which will provide benefit to future pericds. 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 are depreciated or amortized (in the case of capital leases) using the
straight-line method of depreciation, using the following asset lives:

Land improvements 510 20 years
Building and building improvements 510 40 years
Equipment, computers, and furniture 3to 20 years
Equipment under capital lease * years

(*Y The useful lives will correspond with the amounts for the asset classifications, as listed.

Grants and Contributions — From time to time, Neshoba County General Hospital and Neshoba
County Nursing Home receives grants from Neshoba County, the State of Mississippi and NCGH
Improvement Corporation, as well as contributions from individuals and private organizations. From
time to time, Neshoba County Ambulance Enterprise receives grants from individuals and private
organizations. Revenues from grants and contributions (including contributions of capital assets) are
recognized when all eligibility requirements, including time requirements, are met. Grants and
contributions may be restricted for either specific operating purposes or for capital purposes. Amounts
that are unrestricted or that are restricted to a specific operating purpose are reported as nonoperating
revenues. Amounis restricted to capital acquisitions are reported after nonoperating revenues and
expenses.

Net Position —~ Net posilion of Neshoba County General Hospital and Neshoba County Nursing Home
are classified in two components. Net position invested in capital assets net of related debt consists of
capital assets net of accumulated depreciation and is reduced by the balances of any outstanding
borrowings used to finance the purchase or construction of those assets. Unrestricted net position is
the remaining net position that does not meet the definition of invested in capital assets net of related
debt. Net paosition of Neshoba County Ambulance Enterprise is classified as Unrestricted net position
because there are no restrictions on its use imposed by those charged with governance. Net position
of NCGH Leverage, LLC is classified as Unrestricted net position because there are no restrictions on
its use imposed by those charged with governance.

Operating Revenues and Expenses — Neshoba County General Hospital and Neshoba County
Nursing Home's statements of revenues, expenses, and changes in net position distinguishes between
operating and nonoperating revenues and expenses. Neshoba County General Hospital and Neshoba
County Nursing Home’s Operating revenues result from exchange transactions associated with
providing health care services — the Primary Government's principal activity. Neshoba County
Ambulance Enterprise's operating revenues result from exchange fransactions associated with
providing ambulance services — the Ambulance Enterprise’s principal activity. Nonexchange revenues,
including grants and contributions received for purposes other than capital assets acquisition, are
reported as nonoperating revenues. Operating expenses are all expenses incurred to provide health
care services and ambulance services, other than financing costs.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 1: Description of Reporting Entity and Summary of Significant Accounting Policies
(Continued)

Net Patient Service Revenue — Neshoba County General Hospital and Neshoba County Nursing
Home and Neshoba County Ambulance Enterprise have agreemenis with third-party payors that
provide for payments to the Neshoba County General Hospital and Neshoba County Nursing Home
and Neshoba County Ambulance Enterprise at amounts different 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.

Compensated Absences — Neshoba County Hospital and Neshoba County Nursing Home's
employees earn PTO time at varying rates depending on years of service. PTO time earned may be
taken at any time after the first six months of employment. PTO time may, to the extent of the amount
earned annually, be carried from one year o the next. Employees may be paid for accumulated PTO
time,

Risk Management — The facilities are exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters.
Neshoba County General Hospital and Neshoba County Nursing Home purchases coverage of risks of
loss related to torts and malpractice up to $500,000 per case from Healthcare Providers Insurance
Company which covers the Primary Government and the Ambulance Enterprise. Neshoba County
General Hospital and Neshoba County Nursing Home purchase coverage of risks of loss related to
theft of, damage to, and destruction of assets from various commercial insurance carriers. Neshoba
County General Hospital and Neshoba County Nursing Home purchases coverage of risk of loss
related to workers’ compensation claims from Healthcare Providers Insurance Company.

Under Govemmental Accounting Standards Board Statement Number 10: Accounting and Financial
Reporting for Risk Financing and Related Insurance Issues, a liability for a claim must be reported if
information prior to the issuance of the financial statements indicates that it is probable that a liability
has been incurred at the date of the financial statements and that the amount of the loss can be
reasonably estimated. The facilities have not been exposed to any risk of loss above the applicabie
insurance coverage amounts at September 30, 2016; therefore, no liability has been accrued at this
time.

Income Taxes — As a political subdivision of the State of Mississippi, the facilities qualify as tax-exempt
organizations under existing provisions of the Internal Revenue Code, and their income is not subject to
federal or state income taxes.

Inventories of Supplies and Drugs — Inventories of supplies and drugs are stated at the lower of cost
(first-in, first-out) or market.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Noies to Financial Statements

Note 1: Description of Reporting Entity and Summary of Significant Accounting Policies
{Continued}

Excess of Revenues Over {Under) Expenses — The statements of revenues, expenses and changes
in net position includes excess of revenues over (under) expenses. Changes in net position which are
excluded from excess of revenues over (under) expenses, consistent with industry practice, inciude
contributions of long-lived assets (including assets acquired using contributions which by donor
restriction were to be used far the purpose of acquiring such assets).

Electronic Health Record Incentive Program — The Centers for Medicare and Medicaid Services
(CMS) have implemented provisions of the American Recovery and Reinvestment Act of 2009 that
provide incentive payments for the meaningful use of certified electronic health record (EHR}
technology. CMS has defined meaningful use as meeting certain objectives and clinical quality
measures based on current and updated technology capabilities over predetermined reporting periods
as established by CMS. The Medicare EHR incentive program provides annual incentive payments {0
eligible professionals, eligible hospitals, and critical access hospitals, as defined, that are meaningful
users of certified EHR technology. The Medicaid EHR incentive program provides annual incentive
payments to eligible professionals and hospitals for efforts to adopt, implement, and meaningfully use
certified EHR technology. The EHR reporting period for hospitals is based on the federal fiscal year,
which runs from October 1 through September 30. The Primary Government received EHR incentive
revenue of $596,922 and $60,809 in the years 2016, and 2015, respectively. EHR incentive revenues
are included in operating revenues in the accompanying Statements of Revenues, Expenses and
Changes in Net Position.

Note 2: Cash and Other Deposits

Neshoba County General Hospital and Neshoba County Nursing Home and Neshoba County
Ambulance Enterprise deposit funds in financial institutions selected by their Boards of Trustees and
invest excess funds in investment instruments that are allowed by staiutes. Various restrictions on
deposits and investments are imposed by statutes.

The collateral for public entities deposits in financial institutions is required to be held in the name of the
State Treasurer under a program established by the Mississippi State Legislature and is governed by
Section 27-105-1 Miss. Code Ann. (1972). Under the program, the facilities’ funds are protected
through a collateral pool administered by the State Treasurer. Financial institutions holding deposits of
public funds must pledge securities as collateral against those deposits. In the event of failure of a
financial institution, securities pledged by that institution would be liquidated by the State Treasurer to
replace the public deposits not covered by the Federal Deposit Insurance Corporation. All funds eligible
to be included in the state’s collateral pool program were properly included and were fully collateralized
as of September 30, 2016.

NCGH Leverage, LLC (not eligible for collateralization under State Treasurer program) maintains one
cash account at one financial institution. This balance is insured by the Federal Deposit Insurance
Corporation up to $250,000; therefore, at September 30, 2016, and 2015, NCGH Leverage, LLC had
$562,381, and $355,112, respectively, in cash balances which were uninsured. Management does not
consider this to be a significant risk.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 3: Charity Care

The Primary Government provides care to patients who meet certain criteria under its charity care
policy. Because the Primary Government does not pursue collection of amounts determined to qualify
as charity care, they are not reported as net patient service revenue. The cost of charity care provided
in 2016, and 2015, approximated $848,000, and $750,000, respectively.

Note 4: Fair Value Measurements

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC) 820, Fair
Value Measurements and Disclosures, provides the framework for measuring fair value. That
framework provides a fair value hierarchy that prioritizes the inputs to valuation fechniques used to
measure fair value. Investments with readily available active quoted prices or for which fair value can
be measured from actively quoted prices generally will have a higher degree of market price
observability and a lesser degree of judgement used in measuring fair value. In the absence of actively
quoted prices and observable inputs, the Primary Government estimates prices based on available
historical data and near term future pricing information that reflects its market assumptions. The
statement requires that assets and liabilities carried at fair value will be classified and disclosed in one
of the following three categories:

Level 1 — Quoted market prices in active markets for identical assets and liabilities.

Level 2 — Observable market based inputs or unobservable inputs that are corroborated
by market data.

Level 3 — Unobservable inputs that are not corroborated by market data.

Fair values of assets measured on a recurring basis at September 30, 2018, and 2015, are as follows:

September 30, 2016 Fair Value Level 1 Level 2 Level 3
MHA Investment Pool $ 2,448,533 $ - $ 2448533 % -
September 30, 2015 Fair Value Level 1 Level 2 Level 3
MHA Investment Pool $ 2,414,948 $ -$ 2414948 % -

Mississippi Hospital Association Investment Pool
The Primary Government participates in the Mississippi Hospital Association pool investment program.

The funds are invested for the benefit of the Primary Government by a third-party investment company
which is responsible for the management of the pool. A summary of the investments at September 30,
2016, and 2015, follows:

2016 2015
MHA Investment Pocl A $ 2439181 $§ 2,404,604
Unrealized gain on investments 9,352 10,344
Net value $ 2448533 $ 2414948
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 4: Fair Value Measurements (Continued)

The Primary Government has funds invested in the Mississippi Hospital Association pool investment
program, which are not collateralized. However, the funds are invested in accordance with Section 27-
105-365 Miss. Code Ann. (1972).

Note 5: Accounis Receivable — Estimated Uncollectibles and Allowances

Primary Government
The balance in the Primary Govemnment's estimated uncoilectibles and allowances accounts at
September 30, 2016, and 2015, is composed of the following:

_ 2016 - 2015
Provision for uncollectible accounts $ 6,568,589 § 7,229,972
Allowance for Medicare adjustment 1,416,000 1,312,000
Allowance for Medicaid adjustment : 623,000 233,000
Allowance for commaercial insurance adjustment 1,237,710 904,050

$ 0845298 § 9,679,022

Ambulance Enterprise
The balance in the Ambulance Enterprise’s estimated uncollectibles and allowances accounts at

September 30, 2016, and 2015, is composed of the following: .
2018 2015

Provision for uncollectible accounts $ 394,029 % 451,045
Allowance for Medicare adjustment 117,834 69,573
Allowance for Medicaid adjustment 33,909 12,649
Allowance for commercial insurance adjustment 270,844 99,220

3 816,616 $ 632,487

Note 6: NCGH Leverage, LLC — Leverage Loan Receivable

October 2012, Neshoba County General Hospital and Neshoba County Nursing Home made an initial
capital contribution in the amount of $15,303,835 to NCGH Leverage, LLC in exchange for its
respective membership interest. The capital contribution to NCGH Leverage, LLC was used by
management to make the leverage loan that was necessary to comply with the New Markets Tax Credit
program. NCGH Leverage, LLC's leverage loan receivable balance was $15,303,835 as of September
30, 2018, and $15,303,835 as of September 30, 2015.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 7: Capital Assets

The Primary Government's Capital asset additions, retirements and balances for the years ended
September 30, 2016, and 2015, were as follows:

Land
Land improvements
Buildings and improvements
Fixed equipment
Major movable equipment
Under capital lease
Cther
Automohiles
Construction in progress

Total Historical Cost

Less: Accumulated Depreciation
and Amortization for:
Land improvements
Buildings and improvements
Fixed equipment ‘
Major movable equipment
Under capital lease
Other
Automobiles

Total Accumulated Depreciation
and Amortization

Capital Assets, Net

Balance Balance
September 30, Retirements September 30,
2015 Additions and Other 2016

$ - 1,073,293 171,872 - $ 1,245165
324,236 141,186 - 465,422
9,508,408 134,157 5,848,004 15,490,569
5,069,470 - - 5,069,470
797,942 - 32,421) 765,521
14,484,188 1,293,032 ( 43,539) 15,733,881
189,275 - 4,200) 185,075
497,232 5,499,605 ( 5,848,004) 148,833
31,944 044 7,239,852 | 80,160) 39,103,736

{ 235088 ( 20,015) - 255,103)
( 5,127,657y (  439,034) - 5,566,691)
{ 3,203,542) ( 191,412) - 3,394,954)
{ 516,547) { 80,608) 3,273 593,880)
{ 10,554,514) (  B889,766) 57,496 11,386,784)
{ 119,104) ¢ 18,322) 4,200 133,226)
( 19,756,452) ( 1,639,155) 64,969 21,330,638)
$ 12,187,592 5,600687 ( 15,191} $ 17,773,098
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME

Note 7: Capital Assets {(Continued}

Land
Land improvements
Buildings -and improvements
Fixed equipment
Major movable equipment
Under capital lease
Cther
Automobiles
Construction in progress

Total Historical Cost

Less: Accumulated Depreciation
and Amortization for:

Land improvements

Buildings and improvements

Fixed equipment

Major movable equipment
Under capital lease
Other

Automobiles

Total Accumulated Depreciation
and Amortization

Capital Assets, Net

$

$

Notes to Financial Statements

WATKINS, WARD AND STAFFORD, PLLO

CERTIFIED PUBLIC ACCOUNTANTS

Balance Balance
September 30, Retirements  September 30,
2014 Additions and QOther 2015

1,073,293 - - -$ 1073293
317,056 7,180 - 324,236
9,402,503 146,425 ( 40,520) 9,508,408
5,038,415 33,566 2,511) 5,069,470
749,521 48,421 - 797,942
13,344,242 1,209,257 ( 69,311) 14,484,188
146,836 44839 2,400) 189,275
503,827 592,145 ( 588,740) 497,232
30,575,693 2,081,833 { 713,482) 31,944,044
( 220,880) ( 14,208) - 235,088)
( 4,827,839) ( 340,034) 40,216 5,127,657)
( 3,010,643) (  193,401) 502 3,203,542)
{( 383190) ( 133,357 - 516,547)
( 9,725,258) (  888,099) 58,843 10,554,514)
{ 106,653) ( 14,851) 2,400 119,104)
( 18,274,463) ( 1,583,950) 101,961 19,756,452)
12,301,230 497883 ( 611,521)$% 12,187,592
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 8: Long-Term Debt

A schedule of changes in the Primary Government’s long-term debt for 2016, and 2015, follows:

Amounts
Balance Baiance Due Within
8/30/2015 Additions Reductions 9/30/2016 One Year
Notes Payable $ 3,567,877 2,000,000 ( 248239)% 5319638 $ 381,089
Capital Lease ‘
Obligations 362,708 - ( 1855%4) 177,114 128,507
Total Long-Term
Debt $ 3,930,585 2,000,000 ( 433,833)% 5,496,752 § 509,596
. Amounts
Balance Balance Due Within

9/30/2014 Additions Reductions 9/30/2015 One Year

Note Payable $ 3,738,599 - ( 170,722)$ 3,567,877 % 173,875
Capital Lease
Obligations 469,654 48421 (  155,367) 362,708 181,591

Taotal Long-Term
Debt $ 4,208,253 48,421 ( 326,089)% 3,930,585 % 355,466

A summary of the Primary Government's long-term debt, including capital lease obligations, at
September 30, 2016, and 2015, follows: .

2016 2015
CAP loan payable to Neshoba County due in 240
monthly installments of $20,304.21, secured by
building. $ 3393712 $ 3,567,877
Central Electric Power Asscciation Rural Develapment
Loan due in 108 monthly installments of $18,518.52,
secured by $2,000,000 certificate of deposit 1,925,926 -
Less: Current portion of note payable { 381,088) ( 173,875)

$ 4938549 § 3,384,002
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NESHCOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 8: Long-Term Debt (Continued}

Capital Lease Obligations

: 2016 2015
Capital lease abligations at varying rates of imputed interest
from 2.99% to 3.75%, collateralized by leased equipment
with a cost of $765,521 at September 30, 2016, and
$797,942 at September 30, 2015. $ 177,114 $ 362,708
Less: Current portion of capital leases obligations { 128507) ( 181,591)

$ 48607 $ 181,117

Scheduled principal and interest repayments on long-term debt and payments on capital lease
obligations are as follows:

Note Payable Capital Lease Obligations
Year Ended Sept. 30: Principal Interest Principal Interest
2017 381,089 66,266 128,507 5,106
2018 403,188 62,685 39,079 1,834
2019 406,840 59,033 6,627 487
2020 410,567 55,306 2,901 114
2021 414,368 51,505 - -
Thereafter 3,303,586 292,902 - -
Total $ 5319638 % 587,697 § 177,114 § 7.521
Note 9: Short-Term Note Payable
Balance Balance
9/30/2015 Additions Reductians 9/30/2016
Note Payable - bank $ 667,855 651,788 (741,335 8 578,308
Balance Balance
9/30/2014 Additions Reductions 9/30/2015
Note Payable - bank $ 755,624 739,738 ( 827,508)% 667,855
24

WATEKINS, WARD AND STAFFORD, PLIC
CERTIFIED PUBLIC ACCOUNTANTS



NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 9: Short-Term Note Payable {Continued)

2016 2015

Citizens Bank loan in the amount of $739,738 with
monthly installments of $3,034.47 and an interest
rate of 1.75%, due December 22, 2015. $ -8 667,855

Citizens Bank loan in the amount of $651,787 with
monthly installments of $9,034.47 and an interest
rate of 1.75%, due December 22, 2016. A 578,308 -

$ 578,308 $ 667,855

Note 10: Net Patient Service Revenue

Primary Government

The Primary Government has agreements with third-party payors that provide for payments to the
Primary Government at amounts different from its established rates. A summary of the payment
arrangements with major third-party payors follows:

Medicare — Inpatient acute care services, outpatient services, nonacute inpatient services and geriatric
psychiatric services rendered to Medicare program beneficiaries are paid at prospectively determined
rates. These rates vary according to a patient classification system that is based on clinical, diagnostic,
and other factors. The Primary Government is reimbursed for cost reimbursable items at a tentative
rate with final settlement determined after submission of annual cost reports by the Primary
Government and audits thereof by the Medicare fiscal intermediary. The Primary Government's
Medicare cost reports have been audited by the Medicare fiscal intermediary through September 30,
2013.

Medicaid — Inpatient and outpatient services rendered to Medicaid program beneficiaries are
reimbursed under a cost reimbursement methodology. The Primary Government is reimbursed at a
tentative rate with final settlement determined after submission of annual cost reports by the Primary
Government and audits thereof by the Medicaid fiscal intermediary. Nursing home services are
reimbursed under a cost based case mix reimbursement system.

Medicaid Mississippi Hospital Access Payments and Upper Payment Limit Payments — During
fiscal year ending September 30, 2016, the Mississippi Division of Medicaid phased out the upper
payment limit program and replaced it with the Mississippi hospital access program. The Primary
Government received Medicaid Mississippi hospital access payments of $593,633 for the year ended
September 30, 2016, The Medicaid Mississippi hospital access program is a program whereby the
hospital qualifies for Mississippi hospital access program funds in addition to regular funds. The
Mississippi Division of Medicaid administers the program through the MississippiCAN coordinated care
organizations,

The Primary Government received Medicaid upper payment limit payments of $1,729,476 for the year
ended September 30, 2015. The Medicaid upper payment limit program is a program whereby the
Primary Government qualifies for upper payment limit funds in addition to regular funds.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 10: Net Patient Service Revenue (Continued)

Ambulance Enterprise

The Ambulance Enterprise has agreements with third-party payors that provide for payments to the
Ambulance Enterprise at amounts different from its established rates. A summary of the payment
arrangements with major third-party payors follows:

Medicare — Under the ambulance fee schedule, the Medicare program pays for transportation services
for Medicare beneficiaries when other means of transportation are confraindicated. Ambufance
services are classified into different levels of ground services based on the medically necessary
treatment provided during transport. These services include the following levels of service:

Basic Life Support (BLS)

Advanced Life Support, Level 1 (ALS1)
Advanced Life Support, Level 2 {ALS2)
Specialty Care Transpori (SCT)
Paramedics ALS Intercept (Pl)

Medicaid - Ambulance services are reimbursed from a statewide uniform fixed fee schedule based on
seventy percent (70%} of the rate established under Medicare (Title XVl of the Social Security Act), as
amended.

Note 11: Medical Benefit Plan

The Primary Government provides health insurance coverage to its employees through a self-funded
medical benefit plan that covers substantially all of its employees and certain dependents of the
employees. The total medical benefit expense for the self-funded medical benefit plan for the years
ended September 30, 2016, and 2015, amounted to $2,666,135, and $2,252,218, respectively. The
Primary Government's policy is to fund the estimated medical benefit claims that will be filed against the
plan less the contributions made by employees covered by the plan. In addition, an allowance
representing the write-off of charges applicable to in-house claims of the employees and their
dependents for the years ended September 30, 2016, and 2015, was provided in the amounts of
$746,535, and $794,809, respectively.

Note 12: Pension Plan

The Primary Government has established a defined contribution pension plan covering substantially all
of its employees. The Primary Government makes annuai contributions to the plan subject to the Board
of Trustees' approval. In order for an employee to participate in the plan, the employee must be 21
years of age, have completed one year of service, and work at least 1,000 hours. The Board of
Trustees approved contributions for the years ended September 30, 2016, and 2015, in the amounts of
$322,710, and $321,500, respectively. Employee contributions to the plan amounted to $244,873
during the year ended September 30, 2016, and $228,272 during the year ended September 30, 2015.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 13: Commitments and Contihgencies

Noncancelable Operating Leases

Primary Government
The Primary Government leases buildings and major movable equipment under operating leases
expiring at various dates. Future minimum pending noncancelable lease payments are as follows:

Year Ended September 30,

2017 1,208,372
2018 ' 1,200,000
2019 1,200,000
2020 : 1,200,000
2021 1,200,000

The Primary Government's rental expense under all operating leases for the years ended September
30, 2016, and 2015, was $1,631,437, and $1,575,056, respectively.

Ambulance Enterprise
The Ambulance Enterprise leases ambulances under operating leases from Neshoba County,

Mississippi, expiring at various dates. Future minimum pending noncancelable lease payments are as
follows:

Years Ended September 30,

2017 73,526
2018 42,250
2019 31,687
2020 -
2021 -

The Ambulance Enterprise’s rental expense under all operating leases for the years ended September
30, 2016, and 2015, was $89,781, and $106,671, respectively.

Mississippi HealthCare Providers’ Provider-Sponsored Health Plan

Neshoba County General Hospital and Neshoba County Nursing Home has an investment in the
Mississippi HealthCare Providers. The facility is a subscriber in the nonprofit corporation, which seeks
to establish a Mississippi provider-sponsored health plan intended to provide provider-sponsored
coordinated care and improved access and quality, as compared with for-profit plans. The amount of
the facility's investment was $250,000 for 2018, and $0 for 2015. The facility has elected to report this
investment at cost since there is not a market for the ownership interest in the company. The facility's
Board of Trustees approved a total contribution of $2,000,000 toward the Mississippi HealthCare
Providers’ Provider-Sponsored Health Plan. This includes $250,000 already contributed during the
current year, $550,000 by March 1, 2017, $600,000 by October 16, 2017, and $600,000 by October 15,
2018.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 14: Concentrations of Credit Risk

The facilities grant credit without collateral to their 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 September 30, 2016, and 2015, was as follows:

_ 20186 2015
Primary Government

Medicare 13% 13%
Medicaid 8% 11%
Patients and other third-party payors 79% 76%
‘ 100% 100%

Ambulance Enterprise
Medicare 14% 11%
Medicaid 4% 2%
Patients and other third-party payors 82% 87%
100% 100%

Note 15: Litigation

The Primary Government is a defendant in lawsuits and claims arising from normal business activities.
At this time, management and legal representatives are expressing no opinion on the ultimate outcome
of the litigation. However, state statutes limit the Primary Government’s liability exposure to the amount
of insurance coverage. :

Note 16: Financial Statement Presentation of Audited Compgnent Unit

Upon issuance of the audited financial statements for Neshoba County General Hospital and Neshoba
County Nursing Home for the year ended September 30, 2016, the audited financials for Neshaba
County Ambulance Enterprise for the years ended September 30, 2016, and 2015, were available and
have been presented in these financial statements as a discretely presented component unit.

28
WATEINS, WARD AND STAFFORD, PLLO
(ERTIFIED PUBLIC ACCOUNTANTS



NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Notes to Financial Statements

Note 17: Ambulance Enterprise Management Agreement

On April 1, 2012, Neshoba County Ambulance Enterprise entered into a management services
agreement with Neshoba County General Hospital and Neshoba County Nursing Home to provide
various management and administrative services and incur certain operational expenses necessary for
the establishment and continued operation of a public ambulance service. The Ambulance Enterprise
shall operate and continue according to the Joint Venture Agreement until terminated pursuant to the
Joint Venture Agreement between, Neshoba County, Mississippi and Neshoba County General
Hospital and Neshoba County Nursing Home. Under the terms of this agreement, the Ambulance
Enterprise agrees to reimburse the Primary Government for its actual compensation costs incurred for
the employees for their time spent in performance of these management services. The Ambulance
Enterprise shall also reimburse the Primary Government for any direct out of pocket expenses incurred
by the Primary Government on its behalf in performance of the management services. The Ambulance
Enterprise incurred $1,972,369 and $1,389,938, in expenses that were paid by the Primary
Government during the years ended September 30, 2016, and 2015, respectively. The Ambulance
Enterprise has a payable due to the Primary Government of $127,466, and $1,163,496, as of
September 30, 20186, and 2015, respectively.

Note 18: Subsequent Events

Events that occur after the Statement of Net Position date but before the consolidated financial
statements are available to be issued must be evaluated for recognition or disclosure. The effects of
subsequent events that provide evidence about conditions that existed at the Statement of Net Position
date are recognized in the accompanying financial statements. Subsequent events which provide
evidence about conditions that existed after the Statement of Net Position date require disclosure in the
accompanying notes. Management evaluated the activity of the facilities through March 10, 2017, (the
date the financial statements were available to be issued), and determined that there were no
subsequent events requiring disclosures in the notes to the financial statements.
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME

Primary Government
Detailed Schedules of Operating Revenues

Years Ended September 30, 20186, and 2015

2016 2015
Inpatient:
Nursing Services:
Routine care $ 1,745,383 2,068,335
Geriatric-psych program 1,323,080 1,464 440
Skilled nursing facility 11,718,876 11,227,246
Hospitalist 3,372,011 1,167,130
Other Nursing Setvices:
Operating and recovery rooms 33,989 42,456
Observation room 66,876 56,561
Critical care 2,625 -
Central service and supply 213,152 226,358
Emergency service 1,264,697 1,306,767
Total Nursing Services Revenue 19,740,789 17,559,293
Other Professional Services:
Laboratory 1,520,747 1,793,509
Blood bank 135,915 49,751
Electrocardiology 117,920 141,724
Radiclogy 1,448,452 2,185,759
Pharmacy 2,724 858 3,128,408
Pharmacy - SNF 938,190 1,105,209 .
Anesthesiology 28,425 37,486
Inhalation therapy 3,955,476 4,124,721
Rehabilitation services 535,386 661,685
Total Other Professional Services Revenue 11,406,369 13,228,262
Total Inpatient Revenue 31,147,158 30,787,555
Outpatient:
Nursing Services:
Geriatric-psych program - 2,480
Observation room 418,269 464,352
iOP 589,624 738,855
Other Nursing Services:
Operating and recovery rooms 4,391,883 2,841,505
Central service and supply 652,444 647,263
Emergency service 14,118,629 12,514,902
Total Nursing Services Revenue $ 20,170,848 $ 17,208,357
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Primary Government
Detailed Schedules of Operating Revenues
Years Ended September 30, 2016, and 2015

20186 2015
Qutpatient: (Continued)
Other Professional Services:
Laboratory $ 6578373 $ 6,940,872
Blood 121,584 116,893
Electrocardiology 567,549 539,347
Radiology 11,700,183 13,139,344
Pharmacy : 2,670,403 2,873,789
Anesthesiology 1,350,822 1,242,917
Infusion therapy 4,058,089 2,293,325
Inhalation therapy 823,140 576,326
Rehabilitation services 3,447,735 2,821,931
Sleep center 408,457 330,434
Wound care 850,498 724,988
Clinic 9,108,401 8,862,826
Total Other Professional Services Revenue 41,686,234 40,462 992
Total Qutpatient Revenue 61,857,083 57,672,349
Total Patient Services Revenue 93,004,241 88,458,904
Deductions from Patient Service Revenue:
Contractual Adjustments and Allowances:
Medicare _ 16,017,149 14,993,553
Medicaid 3,347,396 4,868,686
Medicaid - SNF 71,462 23,971
Blue Cross 4,380,922 3,366,619
Travelers 1,362,027 1,548,208
Champus : 296,839 239,755
Self-insurance adjustment 746,535 794,809
Commercial adjustments 4,337,203 3,649,113
Mississippi hospital access and upper payment limit payments ( 593633) ( 1,729,476)
Administrative adjustments and other 12,927,276 8,007,815
Charity 1,525,771 2,695,437
Total Deductions from Patient Service Revenue 44,418,947 39,458,490
Provision for Uncollectible Accounts . 5,076,229 5,407,087
Net Patient Services Revenue $ 43,500,065 § 43,584,327
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME
Primary Government
Detailed Schedules of Operating Revenues
Years Ended September 30, 2016, and 2015

20186 2015

Other Revenue:
Medical records transcripts 3 1,046 3 427
Employee and other meals 437,445 419,653
Beauty shop - SNF 1,490 2,370
Services to Neshoba County Ambulance Enterprise * 1,484,457 1,273,627
Miscellaneous revenue 552,551 533,229
Lease income 24,017 20,387
Trauma care grant 10,060 10,000
Total Other Revenue 2,511,006 2,259,673
Electronic Health Records incentive 596,922 60,809
Total Revenue $ 46,616,993 $ 45,914,809

* . These are charges by the Hospital for providing staffing, management, maintenance
and billing and collection services to Neshoba County Ambulance Enterprise
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NESHOBA COUNTY GENERAL HOSPITAL AND NESHOBA COUNTY NURSING HOME

Nursing Services:
Routine services

Geriatric-psych services

op
Hospitalist

Operating and recovery room:
Central service and supply

Emergency room
Skilled nursing facility
Nursing administration
Other Professional
Services:
Laboratory
Blood bank
Electrocardiology
Radiology
Pharmacy
Pharmacy-SNF
Anesthesiology
Infusion therapy
Inhalation therapy
Rehabilitation services
Ambulance
Medical records
Medical records-SNF
PSRO
Sleep Center
Wound Care
Sacial services-SNF
Clinic
General Services:
Dietary
Dietary-SNF
Maintenance
Maintenance-SNF
Housekeeping
Housekeeping-SNF
Laundry and linen

Laundry and linen-SNF

Security
Security-SNF
Beauty shop-SNF

Administrative and Fiscal

Services:
Administrative
Administrative-SNF
Employee benefits

Employee benefits-SNF

Primary Government

Detailed Schedules of Operating Expenses
Years Ended September 30, 2016, and 2015

-2016 2015
Salaries Supplies Salaries Supplies
and and and and
Benefiis Drugs Other Salaries Drugs QOther
1,306,064 68,900 157,736 $ 1,251,825 80,968 146,757
672,177 13,717 101,162 633,489 12,087 89,809
87,977 6,393 21,910 78,431 1,150 21,634
321,320 - 231,353 360,562 - 251,865
288,286 233,666 270,957 244919 116,040 248,829
38,992 149,889 - 35,103 124,685 -
3,471,154 31,063 54,160 3,345,984 35,864 47,729
3,583,033 734,419 143,576 3,268,055 529,330 479,659
240,989 - 538 248,861 - -
715,768 417,347 191,184 656,447 413,586 171,770
- - 100,024 - - 76,730
37,457 - 35,156 23,420 - 35,467
827,585 59,776 1,747 911 771,310 60,536  1,699475
179,305 387,851 5337 184,221 374,897 11,608
197,161 597,952 - 192,303 836,611 -
180,457 - 6,598 181,718 1,718 2,397
63,379 959 112,468 66,812 620 90,554
292 191 78,593 16,432 292,755 77,841 7,085
22269 43,038 1,056,382 22,039 30,135 899,200
1,208,665 - 24,000 1,045,943 - 24,000
382,920 21,659 104,166 349,172 28,287 165,191
23,333 - - 21,250 - -
110,998 1,785 53,894 97,921 1,240 41,156
69,316 8,182 22,760 40,908 10,558 27,028
57,848 12,462 55,103 31,478 17,539 44,624
195,289 3 369 236,175 - -
4,540,013 612,312 880,227 4,361,557 547,302 811,942
376,321 558,108 24,621 374,385 572,528 21,272
333,779 559,100 - 18,150 321,855 577,415 16,964
72,030 56,198 817,919 83,860 60,086 882,780
118,573 - 4,661 111,449 375 3,068
- 86,906 446,522 - 69,842 433,617
- 57,937 291,840 - 45939 287,000
- 3,237 45,471 - 4,931 46,979
- 7,501 97,697 - 8,414 96,104
125,900 286 895 127,779 728 -
31,725 - - 31,725 - -
37,383 3,446 - 32,104 3,224 -
1,673,423 518,312 3,141,324 1,628,005 209,228 2,768,886
148,312 - 805,418 141,365 2244 804,151
2,816,635 - - 2,634,586 - -
1,837,288 - - 1,487,377 - -
5,330,095 11,087,917 $ 25,027,248  4,855926 10,855,321

Total Operating Expenses $ 26,683,274
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Independent Auditors’ Report on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

The Board of Trustees

Neshoba County General Hospital and
Neshoba County Nursing Home
Philadelphia, Mississippi

We have audited, in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, the financial statements of Neshoba County
General Hospital and Neshoba County Nursing Home, a component unit of Neshoba County,
Mississippi, as of and for the years ended September 30, 2016, and 2015, and the related notes to
financial statements, and the financial statements of Neshoba County Ambulance Enterprise, a
discretely presented component unit of Neshoba County General Hospital and Neshoba County
Nursing Home, as of and for the years ended September 30, 2016, and 2015, and the related notes 10
financial statements, which collectively comprise Neshoba County General Hospital and Neshoba
County Nursing Home’s and Neshoba County Ambulance Enterprise’s basic financial statements, and
have issued our report thereon dated March 10, 2017.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Neshoba County
General Hospital and Neshoba County Nursing Home and its discretely presented component unit,
Neshoba County Ambulance Enterprise’s internal control aver financial reporting (internal control) to
determine the audit procedures that are appropriate in the circumstances for the purpose of expressing
an opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of Neshoba County General Hospital and Neshoba County Nursing Home's and Neshoba
County Ambulance Enterprise’s internal control. Accordingly, we do not express an opinion of the
effectiveness of Neshoba County General Hospital and Neshoba County Nursing Home’s and Neshoba
County Ambulance Enterprise’s internal control.

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 a material
misstatement of the entity’s financial statements will not be prevented or detected and corrected on a
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
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that is less severe than a material weakness yet important enough to merit attention by those charged
with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Neshoba County General Hospital and
Neshoba County Nursing Home's and Neshoba County Ambulance Enterprise’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions of
laws, regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with thase provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing and not to provide an opinion on the effectiveness of the
entity's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entify's internai control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Eupora, Mississippi

March 10, 2017 | watins Ward and &bggad, ue
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Independent Auditors' Report on Compliance with State Laws and Regulations

The Board of Trustees

Neshoba County General Hospital and
Neshoba County Nursing Home
Philadelphia, Mississippi

We have audited the financial statements of Neshoba County General Hospital and Neshoba County
Nursing Home, a component unit of Neshoba County, Mississippi, as of and for the years ended
September 30, 2016, and 2015, and the financial statements of Neshoba County Ambulance
‘Enterprise, a discretely presented component unit of Neshoba County General Hospital and Neshaba
County Nursing Home, as of and for the years ended September 30, 2016, and 2015, and have issued
our report thereon dated March 10, 2017.

‘We conducted our audit in accordance with auditing standards generally accepted in the United Staies
of America and Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

Compliance with state laws applicable to Neshoba County General Hospital and Neshoba County
Nursing Home and Neshoba County Ambulance Enterprise is the responsibility of the facility's
management. As part of obtaining reasonable assurance about whether the financial statements are
free of material misstatement, we performed tests of Neshoba County General Hospital and Neshoba
County Nursing Home's and Neshoba County Ambulance Enterprise's compliance with certain
provisions of state laws and regulations. However, the objective of our audit of the financial statements
was not to provide an opinion on overall compliance with such provisions. Accordingly, we do not
express such an opinion.

The results of our tests indicate that, with respect to the items tested, Neshoba County General
Hospital and Neshoba County Nursing Home and Neshoba County Ambulance Enterprise complied
with the provisions referred to in the preceding paragraph, except as stated in the following paragraphs.
With respect to items not tested, nothing came to our attention that caused us to believe that Neshoba
County General Hospital and Neshoba County Nursing Home and Neshoba County Ambulance
Enterprise had not complied with state laws and regulations. '

Condition — In violation of Mississippi Code Section 41-13-29, Neshoba County General Hospital and
Neshoba County Nursing Home failed to secure surety bond coverage for each member of the board of
frustees.

Recommendation — To comply with applicable state statutes, the facility should secure the proper
surety bond coverage for each member of the board of trustees.
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This report is intended solely for the information and use of the board of trustees, management, others
within the organization, and the Board of Supervisors of Neshoba County, Mississippi and is not
intended to be and should not be used by anyone other than these specified parties.

Eupora, Mississippi

March 10, 2017 wotkins Ward and &%&J, Pue
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