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DearMr. Corbin and Ms. Baker

McConnell& Jones LLP (MJ) is pleased to submifioai report of the performance audit

of Holmes County (the County) and the Holmes County Hospital Corporation, dba Doctors
Memorial Hospital herein after referred to as Doctors Memorial Hospital (DMtHeor
Hospital) pursuant t@.212.055(10)Florida Statutes

In accordance with the requirements of Ch. 2118, Laws of Floridathe Office of
Program Policy Analysis and Government Accountability (OPPAGA) selected MJ to
conduct a performance audit ohé program areas related to the levy of a discretionary
indigent care sales surtax of ofalf of one percent (0.5%) pursuant $0212.055(7),
Florida Statutes.Ms. Ashley Spicojdased in Tallaassee, Florida, served as technical
advisor for theproject.

We conducted this performance audit in accordance with Government Auditing
Standards issued by the Comptroller General of the United States. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate evidence to
provide a reasonable basis for our findings and conclusions based on our audit objectives.
We believe that the evidence obtained provides a reasonable basis for our findings and
conclusions based on the audit objectives.

The objective of the audit was thulfill the requirements ofs. 212.055(10, Florida
Statutes This statute requires that Florida local governments, with a referendum on the
discretionary sales surtax held after March 23, 2018, undergo a performance audit
conducted of the program assoacgt with the proposed sales surtax adoption. The audit



must be conducted at least 60 days before the referendum is held. OPPAGA is charged
with procuring and overseeing the audit.

The objectives of the audit are consistent with the requirements of theustawhich are
to evaluate the program associated with the proposed sales surtax adoption based on the
following criteria:

1. The economy, efficiency, or effectiveness of the program

2. The structure or design of the program to accomplish its goals ajeties
3. Alternative methods of providing services or products
4

. Goals, objectives, and performance measures used by the program to monitor
and report program accomplishments
5. The accuracy or adequacy of public documents, reports, and requests
prepared by the County, which relate to the program

6. Compliance of the program with appropriate policies, rules, and laws

We developed a work plan outlining the procedures to be performed to achieve the above
audit objectives. Those procedures and ttesults of our work are summarized in the
Executive Summary and discussed in detail in the body of the report.

Based upon the procedures performed and the results obtained, the audit objectives have
been met. We conclude that based upon the work perforntieat both Holmes County

and the Hospital have sufficient policies and procedures in place, supported by
appropriate documentation, reports, monitoring tools, and personnel to address the
statutory criteria defined in s. 212.055(1®)orida Statutes

e Coneitl ¥+ Jorser LL1°

Houston, Texas
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HOLMESCOUNTY PERFORMANCE AUDIT

EXECUTIVE SUMMARY

HOLMES COUNTY & HOLMES COUNTY HOSPITAL CORPORATION

This sales surtax performance audit is distinct from most other performance audits. Sales surtax
audits typically involve only one entity. This sales surtax performance audit involves two
entities: Holmes County (the Caty) and the Holmes County Hospital Corporation, dba Doctors
Memorial Hospital herein after referred to as Doctors Memorial Hospital (DMH or the Hospital).

Holmes County is located in the northwestern pairElorida, in the Panhandle. As of the 2010
censts, the population was 19,92TheCounty seat is BonifayFlorida Section212.055 Florida
Statutes, authorizes eligible counties to levy sales surtaxes of up to 1 percent if voters approve
a referendum at a duly held election in the county. Allowablesusfevoter approved sales

surtax funds are defined in the statute.

As the entity authorized to place the sales surtax referendum before county voters, Holmes
County Commissioners approved Ordinance NeO2@n April 7, 2020, to place a chelf cent
indigent care sales surtax on the November 3, 2020, ballot in accordance.viifii.161

Florida Statuteands.212.055(7)FloridaStatues. The ballot language reads as follows:

oShall Holmes County levy a countywide-bal cent sales surtax? Tlpeoceeds of the

sales surtax shall be used to service existing indebtedness of Doctors Memorial Hospital.
The proceeds shall not be used to pay the salaries of the Hospital staff or the-dkay
operating expenses of the Hospiéal.

CountyCommissionergpproved the ordinance after making the determination that DMH

would likely cease to operate aggaingconcern without financial assistance to service its debt.
The County will serve as custodian of the sales surtax funds should the referendum pass. The
funds will flow through the County to the Hospital. The Coungyy not useany of the funds for

its operations and will not benefit in any way from the sales surtax.

DMH is a rural hospital located in Bonifay, Florida thravjales healthcare tocitizens

throughout theFloridaPanhandle in Holmes, Jackson, Washingamal Walton countiesThe
Hospital is experiencinignancial hardship ands board which consis of five positions
appointed by the governohas only one membeAccording to theD 2 @ S NApRokimént
Office three (3) names have been completed and are now ready for the Governor to appoint
them to theboard. Community members wishing to serggbmitapplicationsof their own
accorddirectlytotheD 2 @S Ny 2 N a | LlT2eMospital say b roke h Eubiitng
applications

Currently the Hospital is precluded from conductisgmeroutine and necessary business

activities For example, thé 2 dzy 1 @ Q&4 FA &0l t 8 ButitdFissa Rear 2q1$ LIGI SY o6 S
audit has notyet been issued because the board of trustees must review the report before

approving its release.

m MEC(')NNIE'I_IL :& J()_N.qut_[_\' PAGH 4



HOLMESCOUNTY PERFORMANCE AUDIT

The Hospital has also experienced persisterdricial difficultiesas evidenced by consistently
increasing annual deficitst KS | 2 & LJA G I f Qriet pasikian(©d:, bssetsindd H A M T
liabilities)decreased by approximately $1.6 million followed by a decrease of approximately
$603,000 in Fiscal Year 2018 and an unaudited decrease of approximately $897,000 in Fiscal
Year 2019. A negative net position meahat excess future revenues above expenses must be
generated to make up for past shortfalls.

During Fiscal Year 2018, the Hospital did not cover the interest on its long term debt. Moreover,
the Hospital is subject to certain financial and nonfinanoialenants and restrictions related to

its long-term debt. As of September 30, 2018, the Hospital had violated certain of these
covenants but received a waiver for Fiscal Year 2018. This issue is further addressed in Subtask
6.3

Financial hardships led Bpital administrators to approach the County about placing a sales
surtax on the ballot for the benefit of the Hospital. Should the referendum pass, proceeds from
the sales surtax will be used to service Hospital debt existing as of April 7, 2020. Nlo@e of
funds can be used fordspital salaries or operating expenses.

Accordingly, this report is divided into two sections. The Holmes County section addresses the
sixB)NBaSFNOK dFala a dKSe L) e G2 GKales/ 2dzy e
surtax. This section provides a narrative of the current situation with respect to the County as
custodian of sales surtax funds should the referendum pass.

{AYyOS (KS /2dzyieQa NR{tS A& ALISOATAO vey® f AYAQD
a result, the report does not address every subtask individually and in detail. For example,

Subtask 1.7 is about whether written purchasing policies and procedures exist to take

advantage of competitive procurement and volume discount opportusitis custodian of the

surtax funds, the County is precluded from spending surtax funds for its own operations. The

funds are for the benefit of DMH exclusively. Therefore, Subtask 1.7 is not relevant to the scope

of the performance audit at the County kehand is not addressed in detail in the County

section of the report.

The DMH section of the report addresses each subtask specifically and in detail. Since the

&dzNI I E FTdzyRa oAttt o0SySTFAG GKS KzzaLadltx GKS a4
specifically relevant at the hospital level. Accordingly, we have applied each of the six research

tasks and related 25 subtasks to hospital administration and operations in the DMH section of

the report.

The section below provides an overview of the Fisealr 2020 budgets for Holmes County and
Doctors Memorial Hospital

m MECONNIE'I_IL :& J(’)_N.qut_[_v PAGH 5



HOLMESCOUNTY PERFORMANCE AUDIT

2020 BUDGET SUMMARY -HOLMES COUNTY & DOCTORS MEMORIAL
HOSPITAL

The Board of County Commissionamsnsisting ofive (5) commissionersis the entity

responsible for preparing and administering the overldlmes Gunty budget. Th&€County
Commissionerare also in charge of headingthg dzy 1 @ Qa O2y G4 N} QG Ay 3 | dzii K2
developing and adopting policies for the administratiorCofinty services. FdfscalYear

2020 Holmes County budgeteekpenditures totahg $32,707,562 with théhree (3) largest

line-item expenditures representingransportation Trust40 percentland General

expenditures (38 percent) arfspecial Transportatiolrust(15 percentlaspresented in

Figure ES below:

FIGURE EB
HOLMES COUNTY EXPENDITURE BHIMRD OF COMMISSIONERS
FISCAL YEAR ENDED SEPTEMBER 2020

Description Amount Percent
Transportation Trust $13,043,833 40%
General 12,364,469 38%
Special Transportation Trust 4,768,959 15%
SHIP Grant 966,585 3%
Commissioners' Trust 737,249 2%
CDBG Grant 405,000 1%
Work Camp Interest & Sinking 306,714 1%
Arthropod State 72,290 <1%
Arthropod Local 42,463 <%

Grand Total $32,707,562 100%

Source: Holmes County Buddéscal Year 2020.

Holmes Doctors Memorial Hospital is overseen IBpard of Trusteeswhich is formed by a

group of local citizens who are committed to preserving the mission and vision of the facility.
ThefiveYSYOSNJ 602 NR A& FLIRAYGSR 6& Ct2NARIFI Q& D2¢
four year term. All board members are requiredréside in and represent one of the five

voting districts in Holmes County. Because Board of Trusteesis served by community

members, all monies spent at Doctors Memorial Hospital remain thAsedescribed on page

four, the board arrently hasonly one active membeand cannot hold meetings or conduct

business.

Figure ERLINBaSyda | NBOIFLI 2F GKS 1 2aLIA0GFE Qa HAHunA
projected at $33,638,179, with total deductions from revenue projected at $18,699,565 (56

m McConnLl .5.‘,].(),"\'.‘.5\.}._!." PAGH 6
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percenrt) leaving total projectedhet revenue of $14,938,614. Total operating expenses were
projected at $13,979,508esulting in an operating margin of $959,106 less total-nperating
expenses$944,44(, leaving a projected profit of $14,666.

FIGURIES2
DOCTORS MEMORIAL HOSPITAL
RECAP OF FISCAL YEAR 2020 BUDGET

Description FY 2020 Percentage
Patient Revenue
Total Patient Revenue $33,638,179
Deductions from Revenue
Total Deductions fronRevenue 18,834,523 56%
Total Net Patient Revenue 14,803,656
Total Other Revenue 134,958
Total Net Revenue $14,938,614
Total Operating Expenses $13,979,508 42%
Operating Margin 959,106 3%
Depreciation Amortization 764,271
Rent & Leases 180,169
Total NonOperating Expenses 944,440
Projected Profit (Loss) $14,666

Source: Doctors Memorial Hospital Fiscal Year 2020 Budget.

DISCRETIONARY SALES SURTAX PERFORMANCE AUDIT

The certified public accountant must conduct a performance audiéleivantareas within the
administrative unit(spf Holmes County and the Doctors Memorial Hospital, which will actually
receive the surtax fundsnce conveyed from the Holmes County ClariCourt The

performance audit must include a review of program areas related to the proposed Indigent
Health Care Trust Fund. Should Holmes County voters approve the sales surtashaff meat
through a referendum to be held on November 3, 2020, pheceeds will be used to service
Doctors Memorial Hospital indebtedness in existence as of April 7, 2020.

GOVERNANCE IMPLICATIONS OF SURTAX PASSAGE

Ordinance N020-01 of County Commissioners of Holmes County, Floetted totaxation,
providesfor the levy of a discretionary indigent care sales surtax of-lbak of one percent
(0.5%) pursuant tg.212.055(7)Florida Statutes Theordinanceprovidesfor the collection,
distribution and use of the sales surtax proceeds, a plan for use of the salas ptoceeds; an
indigent health care trust fund; the levy of the sales surtax to be subject to approval by the

@ Vi Cov & Jowss e PAGH 7



HOLMESCOUNTY PERFORMANCE AUDIT

electors of Holmes County in a referendum, pregtbr a referendum to be held; notification
of approval of the sales surtax; severabjlapplicability; andthe effective date.

' YRSNJ Cf 2 NRRI & Bo&rddf Cognfy ComdriisyoBeisrespprotyldoR Q a
adopting the ordhance to place the surtax referendum on the ballot. If it passes, the Clerk of
Court willserve as custodian of the fundehe Clerk of Court wileceive the funds from the
Florida Department of revenue and either rertiiemto Doctors Memorial Hospitab pay its
debt outstanding as oApril 7, 2020 orthe Clerk of Court wifpay the debt directly. The County
and Hospitahre waiting on the results of the votsefore negotiating and finalizing a

procedure Neither the County nor the Hospital may use thads for opeations;the fundscan
only be used to service the 2 & LJXlébt: Th@absence of a sitting board of trustees prevents
the Hospital frondeveloping and reviewinggs overall mission and strateg@nd guiding itdong-
term goals policies plans and financial and operational viability, including management of
surtax funds.

AUDIT OBJECTIVE

In accordance with s. 212.055(1Ejorida Statutesand Government Auditing Standards,
certified public accountant must conduct a performance audihef Holmes County program
areas within the administrative unit(s) that will receive funds through the referendgince
Doctors Memorial Hospital will receive the surtax funds and Holmes County will derive no
benefit, most of the audit scope covered Doddemorial Hospital.

Audit fieldwork must include interviews with program administrators, review of relevant
documentation, and other applicable methods to complete the assessment of the six (6)
research tasksAccordingly, MJ interviewed program admingbrs both the Holmes County
and Doctors Memorial Hospital.

PROJECT SCOPE

The subject auditees for the performance audit were Holmes CaamtlyDoctors Memorial
Hospital. The performance audit was conducted in accordance Gigmerally Accepted
GovernmentAuditing Standards (GAGAShose standards require that the audit be conducted
in a manner to obtain sufficient, appropriate evidence to provide a reasonable basis for our
findings and conclusions based on the audit objectivesb®lieve that the evidece obtained
provides a reasonable basis for our observations and conclusions.

METHODOLOGY

McConnell & Jones LLP (MJ) conducted all fieldwork virtually for the performance audit from
June 22; July 17, 2019 due to COVIB. MJ held an introductory kiakf-meeting on June 22,
2020, to discuss the project scope via teleconference. All interviews were conducted via
teleconference or using Teams software. Audit team members met with a total of 5 Holmes
County executive and managemdsvel staffmembersand 12 Hospital executive and
managementevel during the fieldwork period regarding each of the(6paudit research

m MEC(')NNIE'I_IL :& J()_N.qut_[_\' PAGH 8



HOLMESCOUNTY PERFORMANCE AUDIT

tasks. Most of the interviews were conducted via focus groups and had varying management
team members in attendance depending on their ineshent with a particular research task.

5dzZNAyYy 3 GKS F20dza 3INRdzZLI YSSdOAy3az YIyl3aSYSyi
processes and procedures the County follows to address the six (6) research tasks and
underlying subtasks. The MJ Team itattamultiple individual interview followp contacts

with nearly all County and Hospital management team members to clarify information outlined

in processes, procedures, and management reports the County provided to address the
research tasks. Additiongllperformance audit team members reviewed relevant operational

and financial data to document and report findings and conclusions.

m McConnEL & Jones LLp PAGH 9



HOLMESCOUNTY PERFORMANCE AUDIT

HOLMES COUNTY SUMMARY OF RESULTS

The role the Holmes County Clerk of Cauitt playwith respect to thelndigentCare Sales

Qurtax isverylimited. Accordinglywe have not assessall 25 subtasksdecause not all are
relevant Of the subtasks that were assesstgh (10) were Met,one (1) wasPartially Met, and
zero (O)were NotMet. See Figure Sfor a discussion of the subtasks we assessed and those we
did not assess.

RESEARCH TASK 1 & The Economy, Efficiency, or Effectiveness of the
Program.

Finding Summary  : Overall , Holmes Count vy partially meets Task 1 .

The County uses various reports that are adequate to monitor financial resources such as the
indigent care sales surtalndependent, external auditors audisifinancial statements

annually, which serves as an evaluation of the systems and internabt®ttiat will establish
accountability over the sales surtax funds should the referendum pass. Findings and
recommendations have been includedtire audit reports. In all except one case, management
took actions to address deficiencieentified n the audit reports. However, when the former
Clerkof Court& Comptroller(Qerk of Courf) was indicted for falsifying travel record3erk of
Court & Comptroller (Clerk of Court}yny' I 3SYSy G RAR y20G AYLX SYSyi
recommendation to establish a whistleblower policy. Nor did management take other action to
strengthen travel expense internal controls, including updating the travel policy, which had
been approved by the formelark of court in Februarg014

FIGURE ES
SUMMARY OHOLMESOUNTY RESEARCH RESULTS

Research Research
Subtask Results Conclusion Recommendation

1. The Economy, Efficiency, or Effectiveness of the Program

1.1 Our work revealed no issues or concerns Met N/A
related tomanagement reports/data that
program administrators use on a regular basi
to monitor program performance and codthe
County uses various reports that are adequat
to monitor financial resources such e
indigent care sales surtax.

1.2 Our work revealed no issues or concerns Met N/A
related towhether the program is periodically
evaluated using performance information ang
other reasonable criteria to assess program
performance and costndependent external

I dZRAG2NE | dzRAG GKS /
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HOLMESCOUNTY PERFORMANCE AUDIT

Research
Subtask

Research

Results Conclusion Recommendation

1. The Economy, Efficiency, or Effectiveness of the Program

statements annually, which serves as an
evaluation of the systems and internal contro
that will establish accountability over the sale
surtax funds should the referendum pass.

1.3 Our work revealed no issues or concerns Met N/A
related toreview findings and
recommendations included in any relevant
internal or external reports oprogram
performanceand cost Findings and
recommendations have been included in
annual external audit reports.

1.4 In all except one case, management took Partially | Establish a
actions to address deficiencies in audit report Met whistleblower policy,
However, when the former clerk of court was update the travel
indicted for falsifying travel records, Clerk of policy, and engage
Court Management did not implement the the independent
| dzR A i@ mdEadation to establish a auditor to include a
whistleblower policy. Nor did management review of the clerk of
take other action to strengthen travel expensg O2dzNIi Q& it
internal controls, including updating the trave expense report as a
policy, which had been approved by the form standard procedure
clerk of court in February 2014. during the annual

audit.

15 Not relevant to the indigentare sales surtax, N/A N/A
therefore not evaluate.

1.6 Not relevant to the indigent care sales surtax N/A N/A
therefore not evaluate.

1.7 Not relevant to the indigent care sales surtax N/A N/A
therefore not evaluate.

m McConnLl I&_ILVJ:()‘NILI&“L__U’ PAGH 11
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RESEARCH TASK 2 8 THE STRUCTURE OR DESIGN OF THE PROGRAM
TO ACCOMPLISH ITS GOALS AND OBJECTIVES

Finding Summary  : Overall , Holmes County meets Task 2

The evaluation of the Holmes County organizational structure was limited to the Clerk of Court
FYR GKS /2dzyté ' RYAYAAGNI G2NRa 2FFAOSD® ¢KS
clear lines of authority with no excessive administrative layers.

FIGURE E8
SUMMARY OF HOLMES COUNTY RESEARCH RESULTS

Research Research
Subtask Results Conclusion Recommendation

2. The Structure or Design of the Program to Accomplish its Goals and Objectives

2.1 Our work revealed no issues or Met N/A
concerns related tohe program
organizational structure to ensure
the program has clearly defined
units, minimizes overlapping
functions and excessive
administrative layers, and has lines
authority that minimize
administrative costs.

2.2 Our work revealed ngssues or Met N/A
concerns related to the
reasonableness of current program
staffing levels given the nature of thy
services provided and program
workload. However, the department]
have encountered some difficulties i
the past attracting qualified workers
for lower level positions reflecting
the rising wage levels in the region.

m McConnLl I&rll‘()‘lﬁlltl.‘i\_‘t__[!’ PAGH 12
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HOLMESCOUNTY PERFORMANCE AUDIT

RESEARCH TASK 4 & GOALS, OBJECTIVES, AND PERFORMANCE
MEASURES USED BY THE PROGRAM TO MONITOR AND REPORT
PROGRAM ACCOMPLISHMENTS

Finding Summary  : Overall , Holmes Count y meets Task 4.

TKS /2dzyieQa adac2aidsSY 2F AYOGSNYIlf s@asgnadR f & NBf S¢
assurance that sales surtax funds will be properly accounted for, safeguarded, and distributed
in accordance with the applicabloridaSatutes and local policies and procedure.

FIGURE ES
SUMMARY OHOLMEEOUNTY RESEARCH RESULTS

Research Research
Subtask Results Conclusion Recommendation

4. Goals, Objectives, and Performance Measures used by the Program to Monitor and Report Prq
Accomplishments

4.3 MJ evaluated this subtask with subtask 6.2 Met N/A
since they both relate to internal control. Our
work revealed no issues or concerns related
whetherinternal controls, including policies
and procedures, provide reasonable assuran
that program goals and objtives will be met.

@ Vi Cov & Jowss e PAGH 13
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RESEARCH TASK 6 0 Compliance of the Program with Appropriate
Policies, Rules, and Laws.

Finding Summary  : Overall, Holmes County meets Task 6 .

The@ dzy & Q ZsfdrisReSsBidicdmpliance with applicable laws, rules, and regulations

relevant to the indigent care sales surtax and other issues consist @btel of County

Gommissionersthe Gounty Attorney, affiliations with professional associations, ahé

services ofa lobbyist. Noncompliance with applicable laws, rules, and regulations identified by

GKS /2dzyieQa SEGSNYyLt | dzRRAG2NARA 6SNB I RRNB&aasSR
by county administrators ensured that the planned uses of the indigerg sales surtax

comply with applicable state laws, rules, and regulations.

FIGURE E5
SUMMARY OF HOLMES COUNTY RESEARCH RESULTS

Research Research
Subtask Results Conclusion Recommendation

6. Compliance of the Program with Appropriate Polici€ajles, and Laws

6.1 Our work revealed no issues or Met N/A
concerngelated to whether the
County las a process to assess its
compliance with applicable (i.e.,
relating to the program's operation)
federal, state, and local laws, rules,
andregulations; contracts; grant
agreements; and local policies.
Processes for assessing compliance
with applicable laws, rules, and
regulations relevant to the indigent
care sales surtax and other issues
consist of theBoard of County
CommissionersCounty Attorney,
affiliations with professional
associations, and the services of a
lobbyist.

6.2 This subtask was evaluated with Met N/A
subtask 4.20ur work revealed no
issues or concerns related to whethe
internal controls are reasonable to
ensurecompliance with applicable
federal, state, and local laws, rules,
and regulations; contracts; grant
agreements; and local policies and
proceduresWe determined that the

m McConnLl IS_IL’J:()‘NILISUL__U’ PAGH 14
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Research Research
Subtask Results Conclusion Recommendation

6. Compliance of the Program with Appropriate Policiéjles, and Laws
| 2dzy i@ Qa AydaSNYL {
relate to the indigent care sales surtg
are adequée to ensure compliance
with applicable state laws and local
ordinances.

6.3 Our work revealed no issues or Met N/A
concerns related tavhether program
administrators have taken reasonabl
and timely actions to address any
noncompliance with applicable
federal, state, and local laws, rules,
and regulations; contracts; grant
agreements; and local policies and
procedures identified by internal or
external evaluations, audits, or other
means.Noncompliance with
applicable laws, rules, and regulatior]
identfA SR o0& GKS / 2d
auditors were addressed by county
management.

6.4 Our work revealed no issues or Met N/A
concerns related tevhether program
administrators have taken reasonabl
and timely actions to determine
whether planned uses of the surtax
are in compliance with applicable
state laws, rules, and regulations.
Actions taken by county
administrators ensure that the
planned uses of #indigent care sale
surtax comply with applicable state
laws, rules, and regulations.

m McConnLl I&_ILVJIQNILI&“L__H’ PAGH 15
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DOCTORS MEMORIAL HOSPITAL SUMMARY OF RESULTS

Outof the 25 subtasks that were assesgedDoctors Memorial Hospital 7 were Met,seven
(7) were Partially Met, andne (1) wasNot Met.

RESEARCH TASK 1 0 The Economy, Efficiency, or Effectiveness of the
Program.

Finding Summary : Overall , Doctors Memorial Hospital meets Task 1 .

Hospital administrators use financial and medical reports on a regular basis that are adequate
to monitor debt as well athe hospital) @erformance and costs. Hospital programs are
periodically evaluated using performance information and other reasonaitieria such as a
performance improvement plan, staff meetings, and various performance reports to assess
program performance and cost. Findings and recommendations are included in relevant
external audit reports and hospital administration took reasoeadnhd timely actions to

address deficiencies in program performance and/or costs identified in such reports. The
Hospital evaluates program performance and costs based on measures, which MJ dedermine
to be reasonable based on comparative analysis ysitjcly available dataThe Hospital was

not able to pay monthly debt obligations on a timely basis for several momtiesHospital has
established written purchasing policies and procedures to take maximum advantage of
competitive procurementyolume discounts, and special pricing agreements. The Hospital also
contracts with a firm that negotiates the best value in goods and services for the Hospital. The
firm manages a network of health care organizations to ensure that the Hospital receives
competitive, favorable pricing on health care products.

FIGURE EB
SUMMARY OF HOSPITARESEARCH RESULTS

Research Research
Subtask Results Conclusion Recommendation

1. The Economy, Efficiency, or Effectiveness of the Program

1.1 Our work revealed no issues or concerns Met N/A
related to management reports/data that
program administrators use on a regular
basis to monitor program performance an
cost.Hospital administrators use financial
and medical reports on a regular basis th
are adejuate to monitor debt as well as
hospital performance and costs.

m McConnLl I&_ILVJ:()‘NILI&“L__U’ PAGH 16
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Research Research
Subtask Results Conclusion Recommendation

1. The Economy, Efficiency, or Effectiveness of the Program

1.2 Our work revealed no issues or concerns Met N/A
related towhether the program is
periodically evaluated using performance
information and other reasonable criteria
to assesprogram performance and cost.
Hospital programs are periodically
evaluated using performance information
and other reasonable criteria such as a
performance improvement plan, staff
meetings, and various performance repor
to assess program performance acakst.

1.3 Our work revealed no issues or concerns Met N/A
related toreview findings and
recommendations included in any relevar
internal or external reports on program
performance and cosFindings and
recommendations are included in relevan
external audit reports.

14 Our work revealed no issues or concerns Met N/A
related towhether program administrators
have taken reasonable and timely actions
to address any deficienciespnogram
performance and/or cost identified in
management reports/data, periodic
program evaluations, audits, etdospital
administration took reasonable and timely
actions to address deficiencies in progran
performance and/or costs identified in
externalreports.

15 Our work revealed no issues or concerns Met N/A
related tothe evaluaion of program
performance and cost based on reasonak
measures, including best practic8he
Hospital evaluates program performance
and costs based on measureg)ich MJ
determined to be reasonable based on
comparative analysis using pulbic
available data.
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HOLMESCOUNTY PERFORMANCE AUDIT

Research
Subtask

1. The Economy, Efficiency, or Effectiveness of the Program

Research
Results

‘ Conclusion

Recommendation

1.6 The Hospital was not able to pay monthly, Partially Continue to assess
debt obligations on a timely basis beginni Met methods such as
in May 2019 and entered into a refinancing the
ForbearanceAgreementIn addition, debt obligations to
insufficient documentation was provided t strengthen the
verify compliance with some of the | 2 & LJA G Icigl €
ForbearanceAgreementrequirements. position.Develop

formal
documented
responses to
bondholders to
demonstrate
compliance with all
requirements of
the Forbearance
Agreement.

1.7 Our work revealed no issues or concerns Met N/A
related towhether theHospitalhas
established written policies and procedurg
to take maximum advantage of competitiy
procurement, volume discounts, and
special pricing agreement§he Hospital
has established written purchasing policie
and procedures to take maximum
advantage of canpetitive procurement,
volume discounts, and special pricing
agreements. It also contracts with a firm
that negotiates the best value in goods ar
services for the Hospital. The firm manag
a network of health care organizations to
ensure that the Hospilaeceives
competitive, favorable pricing on health
care products.

m McConnLl I&_ILVJIQNILI&“L__H’ PAGH 18



HOLMESCOUNTY PERFORMANCE AUDIT

RESEARCH TASK 2 8 THE STRUCTURE OR DESIGN OF THE PROGRAM
TO ACCOMPLISH ITS GOALS AND OBJECTIVES

Finding Summary  : Overall , Doctors Memorial Hospital meets Task 2

Doctorsa SY2NRFf | 2aLIAGFIfQa o65al o 2NBFYAT FGA2Y I f
organizational units, clear lines of authority, with no excessive administrative layers. In the

past, the Hospital struggled to recruit physiciangich impacted its ability tonpvide medical
services. DMH entered into a Memorandum of Understanding with a medical consulting
company which recommended that three (3) new positions be added to the organizational
structure. The organizational changes resultednmproved oversight ash better controlof
management and administrative costs. The Hospital has kept staffing levels consistent over the
past three (3) years. Although DMH is located in a rural area, management has been resourceful
at handling workload demand by cresainingstaff. The Hospital optimized staffing levels by
crosstraining staff to maximize workload coverage, particularly for functions requiring a higher
level of medical training.

FIGURE E$

SUMMARY OF HOSPITARESEARCH RESULTS

Research Research
Subtask Results Conclusion Recommendation

2. The Structure or Design of the Program to Accomplish its Goals and Objectives

2.1 Our work revealed no issues or Met N/A
concerns related to the program
organizational structure to ensure thg
program haglearly defined units,
minimizes overlapping functions and
excessive administrative layers, and
has lines of authority that minimize
administrative costs.

2.2 Our work revealed no issues or Met N/A
concerns related to the
reasonableness of curreprogram
staffing levels given the nature of the|
services provided and program
workload. However, the departments
have encountered some difficulties ir]
the past attracting qualified workers
for lower level positions reflecting the
rising wage levels in thegion.

m McConnLl I&_ILVJ:()‘NILI&“L__U’ PAGH 19
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HOLMESCOUNTY PERFORMANCE AUDIT

RESEARCH TASK 3 0 Alternative methods of providing services or
products.

Finding Summary  : Overall , Doctors Memorial Hospital meets Task 3

The Hospital evaluates existinghouse services and activities to assessfasibility of

alternative methods of providing services. It has contracted out several functions and programs
and periodically evaluates the performance of these programs to determine if they are
performing to expectations. It has also made changes teice delivery methods when their
evaluations/assessments found that such changes would reduce program costs without
significantly affecting the quality of services. The Hospital identifies possible opportunities for
alternative service delivery methodsahhave the potential to reduce program costs without
significantly affecting the quality of services. The Hospital holds regular discussions with peer
agencies to identify potential structural or procurement practices that can improve the delivery
of senices and programs.

FIGURE
{1 aa! w, hC IRESEARCH RESQKTS

Research Research
Subtask Results Conclusion Recommendation

3. Alternative methods of providing services or products.

3.1 Our work revealed no issues concerns Met N/A
related to ceterminingwhether program
administrators have formally evaluated
existing irhouse services and activities t¢
assess the feasibility of alternative
methods of providing services, such as
outside contracting and privatization, anc
determine the reasonablesss of their
conclusions.

3.2 Our work revealed no issues or concerns Met N/A
related to ceterminingwhether program
administrators have assessed any
contracted and/or privatized services to
verify effectiveness and cost savings
achieved and determine the
reasonableness of their conclusions.

3.3 Our work revealed no issues or concerns Met N/A
related to ceterminingwhether program
administrators have made changes to
service delivery methods when their

m McConnLl IS_IL’J:()‘NILISUL__U’ PAGH 20
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Research

Research

Subtask

Results

evaluations/assessments found that suc
changes would reduce program cost
without significantly affecting the quality
of services.

Conclusion Recommendation

3.4

Our work revealed no issues or concerng
related to dentifyingpossible
opportunities for alternative service
delivery methods that have the potential
to reduce program costs without
significantly affecting the quality of
services, based on a reviewsimilar
programs in peer entities (e.g., other
counties, etc.).

Met N/A

m McConnetL & Jongs 1ip
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RESEARCH TASK 4 d Goals, Objectives and Performance Measures Used
by the Program to Monitor and Report Program Accomplishments

Finding Summary  : Overall , Doctors Memorial Hospital partially meets
Task 4.

The Hospital ldes a formal comprehensive strategic plan with measurable objectives aligned
with the budget.Performance measures related to program performance related to debt
monitoring and reporting areadequate.However, performance measures for medical
operations require approval by medical senior managem8oine mternal controlssuch as
policies and procedureslo notprovide reasonable assurance that program goals and
objectives will be met.

FIGURE EB®

SUMMARYOFh{tL¢! [ Qf wO{O9!w/ Il wo{![¢f{

Research Research
Subtask Results Conclusion Recommendation

4.Goals, Objectives and Performance Measures Used by the Program to Monitor and Report Pr(
Accomplishments.

4.1 The Hospital lacks a comprehensive Partially | Develop a formal ah
strategic plan.Alsq program goals and Met comprehensive strategic
guidelines in the Organizational plan with goals and
Performance Improvement Plan are not objectives which are clearl
clearly aligned with the strategic goals stated, measurable, and
nor include measurable objectives. can be achieved within

budget. Update the
Organizational
Performance Improvement
Plan with goals that link to
the strategic plan and
objectives which are ebrly
stated, measurable, and
can be achieved within

budget.

4.2 Performance measures related to Partially | Continue to maintain the
program performance related to debt Met performance measures
monitoring and reporting are adequate. related to debt monitoring
The adequacy of the performance and reporting. Require
measures related to medical procedure! appropriate senior
require assessment and approval by thg management to review anc
YSRAOIT (G4SIFYQa Yl y formally approve

performance measuws for
each department.
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Research Research
Subtask Results Conclusion Recommendation
4.3 Policies and procedures lack examples| Partially | Develop comprehensive

supporting forms, reports, or other Met policy and procedures for
relevant documentation and clear financial and operational
detailed instructionsPolicies and areas that address the
procedures lack sufficient information t¢ program areas related to
address the bondholder reporting debt service andacility
requirements. maintenance.
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RESEARCH TASK 5 8 The Accuracy or Adequacy of Public Documents,

Reports, and Requests Prepared by the Hospital , which Relate to the
Program.

Finding Summary  : Overall , Doctors Memorial Hospital partially meet s
Task 5 .

The MJream found that thenost critical financial information such as the annual budget and
audit were not available on the website when fieldwork began. The Hospital did provide
examples of nofiinancial information (newspaper, email, and social media postg)\lere

useful, timely, and available to the public. Evidence of internal analytics reports were provided
to demonstrate the adequacy and reach of public information, but no process or report was
available to ensure required publicly available informat®posted (e.g., the annual budget

and audit). The Hospital makes program and cost data available on its website and provided
evidence that processes are in place to ensure the accuracy and completeness of this
information. The Hospital also provided evide of a written policy to correct erroneous and
incomplete information to the public in a timely manner, when necessary.

FIGURE ER

{1 aal! w, hC ¢1 9 T h{tL¢![Q{f wo9O{9! w/ I wo{ [ ¢{
Research Research
Subtask Results Conclusion Recommendation

5. TheAccuracy or Adequacy of Public Documents, Reports, and Requests Prepared by the Co
which, Relate to the Program

5.1 The Hospital does not have cled Partialy Assign a management team
responsibility assignments that Met member and a legal counsel
determine which position is representative (for statutory
accountable for ensuring financi requirements) with the
and nonfinancial data is in responsibility for ensuring that
compliance with regulatory public information is routinely
guidelines and made available tg reviewed.
the public in a timely manner.

5.2 Although the Hospital prepares Partially Establish data requirements
analytics reports to measure Met standards for theHospital
website and social media traffic website and implement a formal
regular content audits are not process that ensures timely
performed to assess compliance update of information.
for inclusion of required
information.
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Research Research

Subtask Results Conclusion ‘ Recommendation

5.3 Our work revealed no issues or Met N/A
concerns related to whether
performance data metrics are
accessible to the public.

54 Our work revealed ngssues or Met N/A
concerns related to whether
processes the program has in
place to ensure the accuracy an
completeness of any program
performance and cost
information provided to the
public.

5.5 Our work revealed no issues or Met N/A
concerns related to whethehe
program has procedures in plact
that ensure that reasonable and
timely actions are taken to
correct any erroneous and/or
incomplete program information
included in public documents,
reports, and other materials
prepared by the county and that
these pocedures provide for
adequate public notice of such
corrections.
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RESEARCH TASK 6 0 Compliance of the Program with Appropriate
Policies, Rules, and Laws.

Finding Summary  : Overall, Doctors Memorial Hospital partially meets
Task 6 .

The Hospital has a process to assess its compliance with state law and local ordinances related

to the indigent care sales surtax. However, the absence of a functioning bbardteesis a
AAIYATFTAOFY(G AYLISRAYSyYy G G2 onitr&tSand ta feklAeiidageimd | 0 A f
the dayto-day activities of a fully functioning health care facilRyogram internal controls are
reasonable, but require improvement in maintaining comprehensive and current policies and
procedures. Recommendations inded in the FY2018 external audit reports have not been
implemented Hospital administrators have taken reasonable and timely actions to determine
whether planned uses of the surtax comply with applicable state laws, rules, and regulations.

FIGURE ER
SUMMARY OF h { t L RESEARCH RESULTS

Research Research
Subtask Results Conclusion Recommendation

6. Compliance of the Program with Appropriate Policies, Rules, and Laws

6.1 The Hospital has a process to asse Partially Continue efforts to fill
its compliance with state law and Met board vacancies to achieve
local ordinances related to the a functioning board of
indigent care sales surtax. Howeve trustees for the Hospital.

the absence of a functioning board
of trustees is a significant
AYLISRAYSyYy(G G2 @K
to enter into contracts and to freely
engage in the dayo-day activities
of a fully tinctioning health care

facility.

6.2 Program internal controls are Partially Conduct a complete year
reasonable to ensure compliance Met end review to ensure all
with applicable federal, state, and adjustments are completec
local laws, rules, and regulations; prior to the annual audit.
contracts; grant agreements; and Develop and maintain a
local policies and procedures, yet comprehensive accounting
require improvement. The external policy and procedure
I dzR A ( 2 ND&FY2088ar NI manual to maintain
FY2017 indicate partial repeat of knowledge transfer and
LINK 2 NJ @ S| NQR& I dzf consistent accoutng
Accounting Policy and Procedures practices

manual is limited and outdated.
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Research
Results

Research

Subtask Conclusion ‘ Recommendation

6. Compliance of the Program with Appropriate Policies, Rules, and Laws

Policies and procedures lack updat
to address the accounting
procedures required to resolve the
repeat auditfindings.

6.3 Program administrators have not Not Continue plans to
taken reasonable and timely action Met implement the external
to address any noncompliance F dzZRA G 2 N &
identified by internal or external recommendations. Include
evaluations, audits, or other means documentation of any new
Recommendations in the FY2018 procedures and reports
external audit report dated March used intheR S LI- NIi Y
13, 2019 have not been accounting manual to
implemented. Corrective actions maintain knowledge
are in progress and planned to be transfer and consistent
completed by September 30, 2020, accounting practices.
Consider filling the vacant
chief financial officer
position prior to the end of
the fiscal year
6.4 Our work revealed no issues or Met N/A

concerns related toavhether
program administrators have taken
reasonable and timely actions to
determine whether planned uses 0]
the surtax are in compliance with
applicable state laws, rules, and
regulations.Hospital administrators
have takersuchreasonable and
timely actions

m McConnerr & Jones e
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PROGRAMDESCRIPTIONAND MANAGEMENT

This section of the report describes the programs that will administer, manage, and/or use the
indigent care sales surtax funds that are the subject of this audit. After a discussion of Holmes

[ 2dzy 1@ Q& OdzZNNBy G &AGdzk (A &s surtax, the(detaildl rebedréna G2 G
task evaluation is performed in two (2) sections (1) Holmes County Research Tasks; and (2)

Doctors Memorial Hospital Research Tasks.

Holmes County Current Situation

Section212.055 Florida Statuts authorizes certainyrisdictions in thestate to impose
discretionary sales surtaxes. The statute outlines the types of jurisdictions authorized to levy
the tax, the rate(s) that may be imposed, the maximum length of time the surtax may be
imposed, the procedure for obtainingter approval, the purposes for which surtax proceeds
may be expended, and other legal requirements. The statute provides for the followingine
categories of sales surtaxes:

1. Charter County and Regional Transportation System
Local Governmentfrastructure

Small County

Indigent Care and Trauma Center

County Public Hospital

School Capital Outlay

Voter-Approved Indigent Care

Emergency Fire Rescue Services and Facilities

9. Pension Liability

© N o b~ wDd

On April 7, 2020, the Holmes County Board of County Commissioners approved Ordinance No.
20-01 to implement a voteapproved indigent care surtax pursuantsd12.055(7)Florida

Statutes The ordinance calls for a referendum to be placed on the Nove)i&020, ballot
imposing a discretionary % cent indigent care surtax on the citizens of the county.

The Clerk of Court & Comptroller (Clerk of Court) for Holmes County Florida is a duly elected
constitutional officer as mandated by Article V, Sectiorofithe Constitution of the State of
Florida. Pursuant to provisions of the Florida Constitution, the role of the Clerk of Court is in
three main areas. Within these areas, the Clerk of Court, as an elected public trustee,
establishes, at th€ounty level,a system of checks and balances to safeguard and establish
accountability over public resources. The th(8gareas of focus are as follows:

91 Clerk of theQrcuit and Gounty Courts,

1 Clerk to theBoard of County Gommissionersincluding serving a&ccountant Auditor,
and Qustodianof County Funds and

1 CountyRecorder.
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A

¢KS /tSN] 27F / 2dzNl a QstallibdScadutaniCand\aBditoPCounty 6 A £ A G A S
fundsinclude the following:

f 1SSLIAYy3 GKS o062FNRQa | OO02dzyiarT
receiving and depositing funds of the County;

keeping an accurate and complete set of books;

investing excess county funds;

verifying that expenditures are for lawful and public purpose;

= =4 A4 A4 A

inspecting aneéxamining all accounts of the board attathes; and
§ acting as @awatchdog 2F 02F NR FAYlIYOAlLt T OGAGAGASED

At the county level, the Clerk of Court will serve as custodian over the sales surtax funds.
Should voters approve the surtax, the funds will pass through the County to the Hospital. The
Courty will not use or benefit in any way from the sales surtax. Doctors Memorial Hospital
(DMH or the Hospital) will use the proceeds to service hospital debt outstanding as of April 7,
2020.

At the Hospital level, funds can only be used to service hospéht dnd not for salaries or
operating expenses. Hospital administrators hope that the additional financial support will
provide enouglreliefto continue theHospital as a going concern.

To identify the processes and programs to which the six researkh @l be applied, MJ used

I aF2ftt29 GKS FdzyRa¢ | LILINRPFOK® {K2dz R @20 SN&
the County will collect taxes on sales of taxable goods. Merchants will remit these funds to the
Florida Department of Revenue, which whién remit them to the Holmes County Clerk of

Court for deposit into a trust fund, which the Clerk of Court has or will establish. As custodian,

the Clerk of Court will receive, maintain, and disburse the surtax funds, including interest

earnings, to theHospital to pay debt outstanding as of April 7, 2020, which totaled

approximately $14.1 million.

In this report, MJ has assessed compliance with the 25 research tasks on two levels: (1) the

Holmes County Clerk of Court; and (2) Doctors Memorial Hosfittthe Clerk of Court level,

MJ conducted interviews and examined data to further understand the flow of funds. Not all 25
NBEaSINOK (Fala ¢Aff FLIWJXe G GKS O2dzyiae fS@St
no benefit from the surtax funds$:or those research tasks deemed relevant, MJ evaluated the

/] €SN 2F /2dNIQa &a0S6F NRAKALI 20SNJ Ada SEAAGAY
and controls for receiving, recording, reporting, investing, and disbursing funds.

At the Hospitallevel, MJ conducted interviews withHospitaladministrative staff and examined
documentation to obtain a deeper understanding of debt composition, management, and
administration. We identified hospital functions involved with debt administration and/at th

support core programs and operations. During our work, we obtained sufficient, relevant
documentation applicable to hospital operations and evaluated the operations against the 25
research tasks.
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Figure lillustrates the surtax funds flow and the relatiship between the twd2) levels of
GKS /tSN] 27

NEGASgd LG | faz
functions.
FIGURE 1

ARSYUATASAE

INDIGENT CARE SALES SURTAX FLOW OF FUNDS

Source: MJ Website Research.
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HOLMES COUNTYANALYSIS SECTION

This section of the report provides an assessment of thé¥nesearch tasks antil subtasks

asthey applytehel 2f YS& [/ 2dzyieéQa oO60KS /2dzydeovo FRYAyAAdl
surtax.

CKS /2dzyGeQa 7TAaoltitskissd MRobgoRetreverbidtdia®d 6 SNJI o n
approximately $21.8 million, not including balance carryforwards and interfund transfers.

When these items are included, total resources available for expenditure total $32.7 million.
Revenues from the Federainérgency Management Agency (FEMA), sales and property taxes,

gas taxes, and state transportation grants, comprise 84 percent of projected revenue.

State tansportationgrants represenfunds designated to finance road and bridge construction

and maintenage. The state awards these grants to eligible Florida countigspair or

rehabilitate county bridges, pavunpaved roads, address roadlated drainage improvements,
resurfa@ or reconstruct county roads, or construct capacity safety improvements ontgou

roads Figure 2ZINB aSy Ga GKS [/ 2dzyieQa CAaolOrt | SIENIHAHA

FIGURR
HOLMES COUNTY REVENUE BUDGET
FISCAL YEAR ENDED SEPTEMBER 2020

Description Amount Percent
Federal Emergency Management Agency $5,000,000 23%
Sales Taxes 4,178,191 19%
Property Taxes 4,153,045 19%
*SCOP/SCRAP State Transportation Grants 3,500,000 16%
Gas Taxes 1,565,863 7%
State Grants & Revenue Sharing 1,183,922 5%
Other Revenues 1,212,002 6%
Ambulance Fees 783,750 4%
Jail Repair Appropriation Grant 200,000 1%
Total Revenue $21,776,773 100%
Transfers & Carryforwards
Projected Balance Carryforwards 9,307,404
Interfund Transfers 1,623,385
Total Transfers & Carryforwards $10,930,789
Total Resources $32,707,562

Source: Holmes CourByudgetFiscal Year 2020.
*Small County Outreach Program (SCOP) and Small County Road Assistance Program (SCRAP)
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revenues. The Transportation Trust, General Fand, Special Transportation Trust comprise
93 percent of budgeted expenditures.

FIGURB
HOLMES COUNTY EXPENDITURE BUDGET
FISCAL YEAR ENDED SEPTEMBER 2020

Description Amount Percent
Transportation Trust Fund $13,043,833 40%
General Fund 12,364,469 38%
Special Transportation Trust 4,768,959 15%
SHIP Grant 966,585 3%
Commissioners Trust 737,249 2%
Community Development Block Grant 405,000
Work Camp Interest & Sinking 306,714 1%
Arthropod State 72,290 <1%
Arthropod Local 42,463 <%
Grand Total $32,707,562 100%

Source: Holmes County Buddréscal Year 2020.

The County uses its General Fund to account for resources devoted to financing the services
adzOK | & (KS BEné&dgencidedical @riiced (EMS), @tieBoard of County
CommissionersOtherthan Board of County Commissiongnd Clerk of County Courto other
O2dzyGe 2FFAOSa gAftt 0SS Ay@2t OSR 6AUK GKS Ay
F O02dzyd F2NJ nn LISNOSyd 2F (GKS [/ 2dzyieQa CAaol
Figure 4

FIGURE

HOLMES COUNTGENERAL FUND BUDGET
FISCAL YEAR ENDED SEPTEMBER 2020

A
- f

Description ‘ Amount ‘ Percent
Sheriff $3,497,677 28%
Emergency Medical Services 1,510,184 12%
Commissioners 1,166,726 9%
Interfund TransfefTransportation Trust 885,886 7%
Property Appraiser 612,258 5%
Capital Improvements 607,217 5%
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Description Amount Percent
Health 539,691 5%
Law EnforcemenMiscellaneous 533,610 4%
Supervisor of Elections 368,401 3%
Tax Collector 340,331 3%
Clerk to the Board 333,067 3%
Other 1,969,421 16%
Grand Total $12,364,469 100%

Source: Holmes County Buddéscal Year 2020.

CKS /2dzyieQa NRfS gAU0K NBaLISOG G2 GKS alrfSa a
safeguarding, investing, and remitting the funds to the Hospital. As a result, not all 25 subtasks

will apply at theCounty level. Accordingly, we have only evaluated those subtasks deemed to

be applicable and relevant. Moreover, we have combined the evaluation of subtasks 4.3 and
COPHDP (2 FLOATtAGIGS GKS RA&AOdza&AZ2Y | yBRatdsy | f & aaA
to surtax fundsFigure5 provides an overview of the 25 subtasks and the ones deemed

relevant for detailed evaluation and analysis.

FIGURE
RESEARCH TASKS ASSESSED
HOLMES COUNTY

Research Subtask Assessed? Rationale

RESEARCH TASKTheeconomy, efficiency, or effectiveness of the program.

1.1 Review any management reportdata Yes The County collects other sales surtaxes suct
that program administrators use on a the % cent emergency sales tax, % cent fiscal
regular basis and determine whether constrained sales tax, and 1 cent small county
this information is adequate to monito sales tax. Should thedigent care sales surtax
program performance and cost. referendum pass, the same accounting and

reporting systems will & used. Therefore, it is
appropriate to assess management reporting.

1.2 Determine whether the program is Yes CKS /2dzyieQa FTAYlI yOAl
periodically evaluated using each year by an independent certified public
performance information and other accountant. Should thindigent care sales
reasonable criteria to assess program surtaxreferendum pass, the funds would flow
performance and cost. through the same accounting system as all

other County revenues and expendiés
subjected to the annual audit. Therefore, it is
appropriate to review the results of the

[ 2dzy @ Qa | yydzt | dzRAI
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Research Subtask | Assessed? ‘ Rationale

1.3 Review findings and recommendation Yes In connection with their audit, the independen
included in any relevant internal or I dzZRAG2NR NBOASSE | yR |
external reports on program internal controls over financial reporting,
performance and cost. compliance, and related compliance reporting

Since there are compliance requirements
related to theindigent care salesurtax it is

F LILINPLINR F GS G2 NBGASH
recommendations

1.4 Determine whether program Yes Since County management provides a respon
administrators have taken reasonable| G2 GKS FdzZRAG2NREA TFAYI
and timely actions to address any related to internal controls over financial
deficiencies in program performance reporting, compliance, and related compliance
and/or cost identified in management reporting, it isappropriate to review actions
reports/data, periodic program County management has taken to address
evaluations, audits, etc. deficiencies identified by the auditor.

1.5 Evaluate program performance and No As custodian of the sales surtlunds, there is
cost based on reasonable measures, no program performance to evaluate
including best practices. measurép ¢ KS SFTFFSOGABSYS

reporting systems and controls will be
evaluated through subtasks 1.1 through 1.4
above as well as 4.3 and 6.2.

1.6 Evaluate the cost, timing, arguality of No The County is precluded from using the sales
current program efforts based on a surtax funds for its own operations. Therefore
reasonably sized sample of projects t( there are no projects to evaluate.
determine whether they were of
reasonable cost and completed well,
on time, and within budget. Select
three samples for evaluation that
relate to Indigent Health Care.

1.7 Determine whether Holmes County h No The County is precluded from using the sales

established written policies and
procedures to take maximum
advantage of competitive
procurement, volume discounts, and
special pricing agreements.

RESEARCH TASKThe structire or design

surtax funds for its own operations. Therefore
competitive procurement, volume discounts,
and special pricing arrangement are not
relevant since the County cannot spend the
money.

of the program to accomplish its goals and objectives.

2.1 Review program organizational
structure to ensure the program has
clearly defined units, minimizes
overlapping functions and excessive
administrative layers, and has lines of
authority that minimize administrative

costs.

Yes

Individuals assigned to designated
organizational structures within the County wil
be responsible for establishing accountability
over theindigent care sales surtashould the
referendum pass. Thereforassessing these
organizational structures is appropriate.
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Research Subtask | Assessed? ‘

2.2 Assess the reasonableness of current
program staffing levels given the
nature of the services provided and
program workload.

Yes

Rationale

See 2.1 above

RESEARCH TAS&Aternative methods ofproviding services or products.

3.1 Determine whether program
administrators have formally evaluate|
existing inrhouse services and activitie
to assess the feasibility of alternative
methods of providing services, such g
outside contracting angrivatization,
and determine the reasonableness of
their conclusions.

No

The County is precluded from using the sales
surtax funds to provide services. Therefore,
alternative methods of providing services is nc
relevant.

3.2 Determine whether program
administrators have assessed any
contracted and/or privatized services
to verify effectiveness and cost saving
achieved and determine the
reasonableness of their conclusions.

No

See 3.1 above

3.3 Determine whether program
administrators have madehanges to
service delivery methods when their
evaluations/assessments found that
such changes would reduce program
cost without significantly affecting the
quality of services.

No

See 3.1 above

3.4 Identify possible opportunities for
alternative service delivery methods
that have the potential to reduce
program costs without significantly
affecting the quality of services, base(
on a review of similar programs in pee
entities (e.g., other counties, etc.).

No

See 3.1 above. In additipas exofficio
custodian of the surtax funds as established ir
S.212.055(7)Florida Statbesand County
Ordinance No. 201, the Holmes Count@lerk
of Courtis the only organization in the County
authorized to receive, account for, and disbur:
the funds. Therefore, alternative service
delivery methods are not applicable.

RESEARCH TAS&Kdoals, objectives, and performance measures used by the program to monitor and rej

program accomplishments.

4.1 Review program goals and objectives
to determine whether they are clearly
stated, measurable, can be achieved
within budget, and are consistent with
Holmes County's strategic plan.

No

Should the referendum pass, the County will
serve as custodian over thedigent care sales
surtaxfunds and pas them on to Doctors
Memorial Hospital. Budgeted, measurable,
clearly stated program goals and objectives al
y2id NBtS@Iyd G2 GKS |
Therefore, this subtask will not be assessed.
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Research Subtask

4.2 Assess the measures, if any, Holmes
Countyuses to evaluate program
performance and determine if they ar¢
sufficient to assess program progress
toward meeting its stated goals and
objectives.

| Assessed? ‘

No

Rationale

See 4.1 above

4.3 Evaluate internal controls, including
policies and procedures, to determine
whether they provide reasonable
assurance that program goals and
objectives will be met.

Yes

Since the County will serve as custodian over
the sales surtax funds, it is appropriate to
examine the internal controls around how
funds are received, safeguarded, recorded,
reported, and disbursedMJ will evaluate this
subtask and subtask 6.2 togethénee internal
control is the theme of both subtasks.

RESEARCH TASK Bhe accuracy or adequacy of public documents, reports, and requests prepared b

Holmes County which relate to the program.

5.1 Assess whether the program has No The County does not maintain any relevant
financial anchon-financial information financial and nosfinancial information tahe
systems that provide useful, timely, proposedsales surtax fund posted to its
and accurate information to the public website.

5.2 Revew available documents, including No ¢CKS [/ 2dzyieQa A yepdtddsddt
relevant internal and externakports to evaluate the accuracy or adequacy of publi
that evaluate the accuracy or adequac documents, reports, and requests related to it
of public documents, reports, and program has no relevance to the proposed sa
requests prepared by Holmes County surtax funds.
related to the program.

5.3 Determine whether the public has No ¢CKS /2dzyieQa Llzt A Of «
access to program performance and cost information has no relevance to the
cost information that is readily proposed sales surtax funds.
available and easy to locate.

5.4 Review processes the program has in No ¢CKS /2dzyieQa loAfAGe
place to ensure the accuracy and completeness of its program performance anc
completeness of any program cost information provided to the public has no
performance and cost information relevance to the proposed s surtax funds.
provided to the public.

5.5 Determine whether the program has No ¢CKS /2dzyieQa LINROSRdz

procedures in place that ensure that
reasonable and timely actions are
taken to correct any erroneous anaf
incomplete program information
included in public documents, reports,
and othermaterials prepared by the
Holmes County and that these
procedures provide for adequate
public naotice of such corrections.

reasonable and timely actions are taken to
correct any erroneous and/or incomplete
program nformation included in its public
documents and reports has no relevance to tr
proposed sales surtax funds.
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Research Subtask Assessed? Rationale

RESEARCH TAS&®@ompliance of the program with appropriate policies, rules, and laws.

6.1 Determine whether the program has ¢ Yes lf K2dzZ3K GKS [/ 2dzyideé Qi
process taassess its compliance with requiremens related to the surtaxtherefore, it
applicable (i.e., relating to the is appropriate to assess the process for ensur
program's operation) federal, state, compliance with these legal requirements.

and local laws, rules, and regulations;
contracts; grant agreements; and locg

policies.

6.2 Review program internal controls to Yes Since the County will be custodian over sales
determine whether they are surtax funds, a review of the internal controls
reasonable to ensure compliance with that will exist over those funds is pmpriate.
applicablefederal, state, and local This subtask will be assesseiih subtaskst.3
laws, rules, and regulations; contracts since both subtasks address internal controls.

grant agreements; and local policies
and procedures.

6.3 Determine whether program Yes This assessment of this subtask will be
administrators have taken reasonable accomplished with the evaluation of lstasks
and timely actions to address any 1.3and 1.4.

noncompliance with applicable federa
state, and local laws, rules, and
regulations; contracts; grant
agreements; and local policies and
procedures identified by internal or
external evaluations, audits, or other
means.

6.4 Determine whether program Yes See 6.1
administrators have taken reasonable
and timely actions to determine
whether planned uses of the surtax al
in compliance with applicable state
laws, rules, and regulations.
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RESEARCHASK 1

THE ECONOMY, EFFICIENCY, OR EFFECTIVENESS OF THE PROGRAM.

FINDING SUMMARY ¢ Overall Holmes County partially meets Research Task 1.
County uses various reports that are adequate to monitor financial resources such as
indigent care sales surtax. Independent external auditors audit its financial stateme
annually, which serves aan evaluation of the systems and internal controls that will establi:
accountability over the sales surtax funds should the referendum pass. Findings

recommendations have been included in external audit reports. In all except one c
management tookaction to address deficiencies in audit reports. However, when the forn
clerk of court was indicted for falsifying travel records, Clerk of Court management did
AYLIE SYSYyG GKS FdzZRAG2NRA NBO2YYSYRIUGAZ2Y
management take other action to strengthen travel expense internal controls, includi
updating the travel policy, which had been approved by the former clerk of court in Febrt
2014.

RESEARCH SUBTASK ANALYSIS AND CONCLUSIONS

SUBTASK 1dReview anymanagement reports/data that program administrators use on
regular basis and determine whether this information is adequate to monitor progra
performance and cost

To address the requirements of this subtask, the MJ Team interviewed ti& Nendhée

Directorand theDeputy ClerkWe also examined relevant reports and data used regularly by

county management to monitor and manage financial resources. In addition, we reviewed

Ordinance No. 201, approved byounty Commissionersn April 7, 2020, outting the

LJdzN1LJ2 84S 2F GKS AyRA3ISYyd OFNB &l fSa adaNIFIE FyR

the surtax. These responsibilities are as follows:

1 Create and establish amdigent Health Care Trust Fund for the purpose of receiving,

maintaining, and disbursing monies received from the Florida Department of Revenue as
a result of the sales surtax imposed.

1 Serve as the eafficio custodian of the funds deposited in the Indigent He&&are Trust
Fund.

1 Maintain the monies in the Indigent Health Care Trust Fund and invest any funds held in
deposit in such Fund in accordance witl212.055(7(e), Florida Statuteswhich states
the following:

oMoneys collected pursuant to this subsection remain the prgp#rthe state and shall
be distributed by the Department of Revenue on a regular and periodic basisderthe
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of theQrcuit Gourt as ex officio custodian of the funds of the authorizing county. The clerk
of the Arcuit Gourt shall:

T Maintain the money# an indigent health care trust fund.
T Invest any funds held on deposit in the trust fund pursuant to general law.
1

Disburse the funds, including any interest earned, to any provider of health care

services, as provided in paragraphs (c) and (d), upoctiiesfrom the authorizing

county.[This provision does not apply since by ordinance, surtax funds are only

G2 0SS dzaSR (G2 NBGANB (GKS 12aLMAidlfQa RSO
I Disburse the funds, including any interest earned, to service any bond

indebtedness authorized in thssibsection upon directive from the authorizing

county, which directive may be irrevocably given at the time the bond

indebtedness is incurred.

Currently, the Hospital makes its own debt payments. It has not yet been determined how
payments will be made ¢hdzf R G KS NBFSNBYRdzY LI aad | 26SOSNE
staff, payment procedures will be established if and when the surtax paSse® the

referendum will not be held until November 3, 2020, the County has not received or managed

any of the funds thus far. Should the referendum pass, the Clerk of Court will cuzadee

account codes oits books to establish separate accountability for the funtise County

already maintains twd@2) Transportation Trust Funds to account for motor fuel taxed grant

funds designated for road and bridge construction and maintenance. In addition, the County
currently receives and manages other types of sales taxes for various purposes as shown in

Figure 1.

FIGURE-1
BUDGETED SALES TAX REVENUE
FISCAL YEAR 202

Description Amount

1/2 Cent Sales TaX¥iscal Constrained $1,479,351
1/2 Cent Sales TadEmergency 1,091,303
1 Cent Sales Tasmall Co Surtax 1,012,450
1/2 Cent Sales TaxRegular 369,699
Sales & Use Tax Distribution (Pdttuel) 225,388

Total $4,178,191

Source: Holmes County Buddrétcal Year 2020.
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[ 2dzyi@ YIFylF3aSYSyid dzaSa Nﬁééymé F'yYR SELISYRAI( dzN
FAYFIYOALET aeadasSy G2 YFyFr3aS FyR Y2YAG2NI GKS [/ 2

generates and maintains monthly expenditure and revenue reports from the systetnef
benefit of board members and department managers. MJ reviewed and assessed the adequacy
of the following financial reports.

Statement of Expenditures, Encumbrances, & Appropriations

This report can be generated for any time period for any coungganizational unit. For each

general ledger account, the report shows appropriations, meotidate expenditures, yeaio-

date expenditures, outstanding encumbrances, unencumbered balances, and expended and
unencumbered percentage. This report is adequatetonitor financial activity for each

account at a detailed level so that a reviewer can determine how much was budgeted in a given
budget line item, how much was spent, how much is committed to be spent, and how much

remains. Although the County is pregtd from spending surtax funds for its own benefit, this

NELI2 NI RSY2yaidNridSa GKS /2dzyieQa FAYyFIYyOAlt ae
detailed level Figure 12 provides a snapshot of th&tatement of Expenditures, Encumbrances,

& Appropridionsreport.

FIGURE-2
STATEMENT OF EXPENDITURES, ENCUMBRANCES, & APPROPRIATIONS
MAY 2020

REPORT DATE 06/08/2020 HOLMES -0l COMMISSIONERS PAGE
SYSTEM DATE 06/08/2020 STATEMENT OF EXPENDITURES ARANCES & APPROPRIATIONS IlMl- 09:26 )(
FILES D B Arthrop USER ANGLEP
A 020
APPROPRIATIONS MONTH-TO- YEAR-TO-DATE OUTSTANDING UNENCUMBERED EXPENDED and
(REVISED) EXP }'\JF}'{'H-!LS EXPENDITURES ENCUMBRANCES BALANCE ENCUMBERED %
Pr ofn-::nmdl Services 4000.00 4000.00
08 00 56...
Tr
08 UD () 11(.\r
1000.00 1000.00
1000.00 1000.00
1500.00 1008.00 492.00 67.20
00
Repair l. Md) ntenance 2500.00 2100.67 389.33 84.02
08-00-562.
I’Y':]tl q 800.00 800.00
08-00-562.4800
Promot i undl Activities 800.00 800.00
08-00-562.4900
Misc, Advertising
0
1000.00 54.99 945.01 5.49
oi l 2500.00 19.32 95.64 2404.36 3.82
()8 Jo 562.5203
Chemic 115 10000.00 10000.00
08-00-562.5400
Dues, Books
08-00- 562. 6’400
Laplta Cutlay 15000.00 15000.00
08-00-580.0000
Contingencies 2363.00 2363.00
08-00-581.9100

Source: Statement of Expenditures, Encumbrances, & Appropriations, May 2020.
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Statement of Changes in Cash Balance

CKAAa Y2yUuKfe NBLR2NI akKz2ga OGAGAGe Ay OFakKk IO
FinancialDirectorNBE O2 y OAf S&a (KS / 2dzyieQa oly]l | O02dzyia
each cash account, the report shows the beginning balance, &sts dadditions), cash credits
(deductions), ending balance, outstanding checks, and treasury balance, which adds back
outstanding checks. This report is useful and effective for tracking cash balances and activities.

As custodian over surtax funds, itiae critical for the County to be able to monitor and

manage surtax cash receipts from the state and remittances to the hospital. This report is

adequate to achieve this purposgigure 13 provides a snapshot of th8tatement of Changes

in Cash Balance

FIGURE-3
STATEMENT OF CHANGES IN CASH BALANCE
MAY 31, 2020

HOLMES COUNTY BD OF CC PAGE 1
STATEMENT OF CHANGES 1 TIME 09:33:49
AS OF 05/31 USER ANGIEP

ACCOUNT NUMBER BEG. PERIOD CASH CASH END PERIOD OUTSTANDING TREASURY

ACCOUNT DESCRIPTION BALANCE DEBITS CREDITS BALANCE CHECKS BALANCE
16-101.100

Cash-Hurricane Georg
16-101.200

Cash-FHOP/ARRA
16-101.300

Cash-11-12
16-101.400

Homebuyer Class 1000.61 1000.61 1000.61
16-101.500

Cash-Program Income 14233.03 €.54 14239.57 14239.57
16-101 0

ragegy Funds 745649.80 745649, 80 745649.80

16-101.700

County Admin 31306.12 6.06 31300.06 6.06 31306.12
16-101.800C

Hurricane Grant Stra 497250.00 497250.,00 497250.00
16-101.810

Hurricane Grant Admi 11581.89 11581.89 11581.89
16-101.820

Hurricane Grant Prog
16-101.900

Cash Yr 9
16-151.100

Strategy Investment
16-151.200

CD-Strategy Funds
TOTALS FOR FUND 16 SHIP Grant F 1301021.45 6.54 6.06 1301021.93 6.06 1301027.99
TOTALS FOR ALL LISTED FUNDS 1301021.45 6.54 6.06 1301021.93 6.06 1301027.99

Source: Statement of Changes in Cash Balance as of May 31, 2020.

Statement of Actual & Estimated Revenues

This report shows, for each revenue account, estimated revenue, actual revenue-toenth

date, actual revenue yedo-date, unrealized revenue (revenue yet to be received, and percent

revenue received. This report is adequate and useful to monitor the @@ NB FSy dzS aid N
by account. For example, the County uses the report to track grant fund revenue. Should the
referendum pass, this report would be effective for overseeing sales surtax pro¢egdse 14

provides a shapshot of thBtatement of Actual &stimated Revenue.
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FIGURE-4
STATEMENT OF ACTUAL & ESTIMATED REVENUES
MAY 2020

MMISSIONE
M

11SSIONERS PAGE 1
ATED REVENUES TIME

0 202 HOL
08/2020 STATEMENT O 09:33:19
USER ANGIEP

- X TIMATED ACTUAL ACTUAL UNREALIZED PERCENT
ACCOUNT NUMBER DESCRIPTION REVENUE MTD REVENUE YTD REVENUE REVENUE RECEIVED

16-334.001
16-334.002

350000.00 6.06 164902.48

nt ) 185097.52 52.88
;w;”iym 'n L"«:x:is!{wmn gat 585000.00 76168.11 508831.89 13.02

TOTALS FOR State Grants 935000.00 6.06  261265.63 673734.37 27.94

16-360.000 Repayment Funds

TOTALS FOR TRAN 360 o TToommmmmmmmmommmemes

16-361.100 Interest -Checking

16-361.201 Interest

TOTALS FOR Interest o CTTTIIITITITT TTTOTEETITETE TTTTIIITIIIT mmnmee e et

16-369.900 Miscellaneous

TOTALS FOR Miscellaneous

16-999.999 Discounts Earned

TOTALS FOR TRAN 999 T T T e

TOTALS FOR SHIP Grant Fund o 935000.00 . 60:’\ '.V-]Z‘.l)"x (:1 o 673734.37 -5764

Source: Statement of Actual & Estimated Revenues, May 2020.

The surtax ordinance authorizes the County to invest idle funds held on deposit. The County
invests idlgfunds in a local bank in a money market fund. The types of investment vehicles the
County may use are restricted by law and County policy to the following:

1. The Local Government Surplus Funds Trust Fund (the SBA) or any intergovernmental
investment pool auhorized pursuant to the Florida Interlocal Cooperation Act of 1969,
as provided irs.163.0], Florida Statuts.

2. Securities and Exchange Commission (SEC) registered money market funds with the
highest credit quality rating from a nationally recognized rgtagency.

3. Interestbearing time deposits or savings accounts in state qualified public depositories,
as defined irs.280.02 Florida Statuts.
4. Direct obligations of the U.S. Treasury.
Based on the analysis performed, the revenue and expenditure, cagdhigganue reports that

the County produceen a regular basigre adequate to monitoand manage funds that flow
through the County. Therefore, the subtask is deemed to be met.
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SUBTASK 4 ¢ Determine whether the program is periodically evaluatading performance
information and other reasonable criteria to assess program performance and cost.

To address the requirements of this subtask, the MJ Tietenviewed theCt S NehaRce

Director and theDeputy erk. We reviewed budgeto-actual reports and email evidence that
YIylI3ISNE S@OFftdzad ¢S GKSANI RSLINIYSyiQa FAYlFIYyOAL
they make budget amendments when necessary. We also examined evidence that the board
approves budget am@ments that result from monthly spending evaluations. Finally, we
NEOGASGSR GKS yydzZ € FdzZRAG NBLER2NILISX gKAOK Aa Sa
stewardship over its financial resources.

Department managers review the accounts for which they aspoasible using th&tatement

of Expenditures, Encumbrances, and Appropriatieport. This report allows managers to

control their spending by assessing actual expenditures against authorized amounts for each
account. If the evaluation reveals that arcaant is nearly overspent, funds are transferred

from another account to ensure the budget remains in balafigures 15 and1-6 present

excerpts from two emails, which indicate that budgets are evaluated periodically to manage

and control expendituredNames and dates are removed from the emails.

FIGURE-5
EVIDENCE OF BUDGET EVALUATION
EMAIL#1

Source: Email Provided by Clerk of Court Staff.
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